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Note to the Reader

Dear Consulting Club Member,

This casebook is meant to provide you with a brief overview of consulting recruiting and
interview preparation as well as a number of practice cases. Please note that this is meant to
supplement the excellent work done by our and other schools in earlier casebooks, so we
strongly encourage you to not make this your sole reference.

Good luck!

- 2017 Wharton Consulting Casebook Editorial Team
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Industry Overview - Management Consulting

Management consulting involves solving complex business problems and offering

recommendations to companies

Overview of management consulting
* Problem-solve complex and unstructured

* Work closely with senior management on
the client side

* Intellectually stimulating work and ability to
build a strong set of skills

 Constant travel (depending on office
location and consulting firm) can pose
significant challenges

* Industry (prior to economic downturn) was
expected to grow at 8.8% in 2009

» Most firms have a global presence and offer
international project opportunities

Interview Process

» Case interview — involves solving a business
case; candidate expected to drive towards a
solution and ask for relevant data; focus on
structure

* Fit interview — numerous behavioral questions
focusing on prior experiences

Typical Career Path
» Consultant/Associate

* Senior Consultant/Associate
* Manager/Project Leader

e Partner

KNOWLEDGE FOR ACTION
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A Typical Consulting Interview

Process
* Waitin hospitality | «Interviewer may | « Interviewer will start '+ Your chance to ask
suite with other . give personal ' case . questions
candidates / recruiters; background i . i L
_ ! g' '« Keep track of time so » Walk back to hospitality
* Interviewer asks for : + Questions about | thatyou by whenyou |  suite with interviewer
you by name i resume/ . are expected to reach a
» Handshake / greeting |  ©XPeMence . conclusion
» Walk to interview |
suite / small talk
You should | | |
- Appear warm, .« Convince . » Maintain confident, .+ Not ask stock
confident, . interviewer that | controlled, upbeat ' questions
professional . you are fit forthe | demeanor Lo A good chance to get
| firm . tolearn about the
. * Pass the “airport ' interviewer’s personal
test” . experiences at the firm
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Case types and case interview methods

What is a case?

A business issue/problem company is facing in a few sentences
Takes about 25 minutes; has limited data which is usually provided if asked for
Approach to solution is more important than the final solution

There are two common case interview methods:

‘Go with the flow’ cases (typical of most firms) — You will determine which areas to
explore and lead the discussion, i.e. drive the case

Command and control (typical of McKinsey) — Interviewer guides the discussion and case
has heavy brainstorming components and quantitative work

Common case types* (not a comprehensive list):

Profitability - Industry Analysis (incl. non-profit)
Market Entry - Market Sizing

Acquisition - Capacity Expansion (incl. outsourcing)
Organization - Investments

&Wharton
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Overall flow of a Case

~3 min. ~1-2 min. ~12-15 min.

Understand Plan your Probe for

~3 min.

Assert a

information

the question

approach

* Mention you will take * Follow your plan!

* Listen actively _
a minute to plan your

o H * Ask specific
* Ask clarifying . approac questions to test
questions . » Draw out a hypothesis

framework as
checklist of topics to
explore

* Adjust hypothesis
and plan as data
emerges

» Take judicious notes

* Organize notes as

slides .+ Select 3 to 5 major

.  Organize notes as
topic areas

o | slides
» Formulate an initial - . |gentify relevant sub-
hypothesis about ' topics

possible solutions

* Highlight insights
from any numerical
.« Present plan of calculations
attack to interviewer
— start with the most

important

 Write down key * Note conclusions

question
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conclusion

* Drive the case to a
conclusion before
time expires

» Answer the question
» Take a definite stand

* Make best conclusion
with data on hand

» Make
recommendations and
follow them with
supporting evidence

» Address “risks” and
“next steps”
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CASE 1

Case 1: Unicloth

Level of Difficulty: Medium
Case Similar to Cases at Firms: BCG second round
Topics Tested: i.e. market sizing, mathematical calculation,

Prompt: Our client, Unicloth, is an Asian clothing retailer attempting to establish a
profitable presence in the United States. However, since they arrived five years
ago, they have struggled to achieve that goal and have engaged our firm to find
out why and to recommend next steps. How can we help?
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CASE 1

Framework and Clarifying Questions

Sample of Strong Framework:

e Product
o What do they sell?
o Where is it made?
o Competitive product?
e Market
o Who are the competitors?
o What are the economic conditions?
o Have there been new entrants?
e Revenue
o Average price per unit
o Number of units sold in the US per day
e Cost
COGS
Rent
Store maintenance
Labor
Cost of lost sales

(@)
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CASE 1

Framework and Clarifying Questions

Clarifying Questions

Product:

o This company sells casual clothing, think jeans, t-shirts, knit sweaters, dresses, etc.
o They follow the designs of the company’s home market in Asia

o They are manufactured in China and Bangladesh

Market:
o The retail market has been stable, no economic downturns, etc.

Revenue:
o Price: average product price is ~$40. This is in line with mid-tier competitors such as
American retailer Bap and a bit below European retailer Mara

&Wharton
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CASE 1

Revenue

e Revenue
o Price: average product price is ~$40. This is in line with mid-tier competitors such as
American retailer Bap and a bit below European retailer Mara
o Sales:

m Market sizing: The retailer has a US presence comprised of three mall stores plus
one flagship store on 5th Avenue. Have candidate attempt to calculate annual
sales based on intuition.

e Three mall stores:
o Sell on average 1,375 items per day
Have candidate calculate: 1375 items * $40 = $55,000 per day
$165,000 per day all mall stores put together
$60,225,000 annual revenue from mall stores

o O O

e Flagship store on 5th Avenue
o Sell 4,500 items per day
o Have candidate calculate 4,500 items *$40 = $180,000 per day
o $65,700,000 per year

e Move forward with $125 M revenue per year

&Wharton
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CASE 1

Costs

e Costs - have candidate brainstorm what costs might be. If they don’t come up with all of
them, give them the below

o COGS
m Profit margin on clothing sales is 30%
m Cost of items per yearis $125 M * .7= $87.5M
m Round to $90M/year

o Rent:
m Flagship store rent: $1.5 M per month = $18 M per year
m Mall store: $200K per month * 3 stores = $600K per month, $7.2 M per year
m Round to $25M per year

o Maintenance of stores, utilities, etc.
m  $5 M per year

COSTS CONTINUED ON NEXT SLIDE
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CASE 1

Costs Continued

e (Costs - continued
o Labor:
m Flagship store:
e 500 associates, average 20 hours per week, $8.5 per hour =
$85,000/week, $4.42 M per year
e 5 managers, $100K salary = $.5M per year
m Mall stores:
e 20 associates per store * 3, 20 hours per week, $8.5/hour
o $10,200/week, $530,400 per year
e 1 manager, $100K salary
o $.12 M per year
m Total labor cost:
e Round to $6M per year
o Storage, sending unsold clothes back to warehouse, markdowns, etc.
m  $12M per year
e Total costs
o $138 M- not breaking even!! (Under by $13M vs. $125 M revenue)

&Wharton
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CASE 1

Improving Profitability

Now that we have all of the revenue and costs, let’'s work on making the company more
profitable. Have the candidate brainstorm and then guide them through the below:
e Costs
o Manufacturing- We are already producing our clothing in the cheapest manner
possible.
o  Shipping- We could cut 5% of our COGS by shipping the clothing by boat instead of
air
m Savings: $4.5M annual (90M * 5%)
o Labor- We have what we need, cannot reduce
o Rent- Have candidate brainstorm how you could potentially reduce the rent burden.
Some options:
m Move location of flagship- No, we need it for marketing
m Close mall stores- We are not ready to make that move as we are hoping to
continue expanding in the suburbs in the future
m Share the rent with another business- YES! Opening a coffee shop within the
store would cut 25% of our debt burden at the flagship store.

e Savings: $1.75M annual
#Wharton
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CASE 1

Improving Profitability

e Revenue
o Have candidate brainstorm how we can improve revenue
m Train the sales staff better to sell- No, they’re pretty well trained
m Lower prices- No, it wouldn’t solve our margin issue
m Online store- We are not ready to make that investment at this time
m Turns out that American customers don’t love the styles and have some
trouble with Asian sizes (the styles tend to be too conservative, the colors are
too muted, our clothing tends to run small for the US market)
m Adjusting design and sizes and continuing to manufacture separately for the
American market will cost us $12M annually, but it will provide $23M
additional revenue per year
¢ Incremental revenue: $11M annual
e Total incremental income
o $1.75M + $4.5M savings
o $11M incremental revenue
o Total $17.25M— makes up for $13M deficit
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CASE 1

Recommendation

The CEO is about to walk in and she would like to hear the candidate’s recommendations- have
him/her make some. *Make sure you say she and give the candidate feedback if he/she falls prey
to bias and calls the CEO a “he”*

Currently we are seeing revenues of $125M annually, but costs of $138M, meaning we are $13M
in the red. However, we have studied the cost and revenue structure of your retail operation and
found that there are a few actions you can take at this time. On the cost side, we recommend
changing your means of shipping from air to boat, a change we have found will bring $4.5M in
annual savings. Additionally, we recommend seeking a partner to share your rent/space at the
flagship store. We believe, for example, that placing a coffee shop within the store would save you
25% in rent, for a savings of $1.75M annually and perhaps encourage your customers to shop
more. Finally, we recommend revamping your inventory for the American market by adjusting
designs and sizes to better meet demand. We estimate this will drive $11M in additional annual
revenue. Together, these measures will more than make you profitable, breaking even and making
$4.25M in profit. Potential risks of this plan include having an unreliable retail partner at the
flagship store, making products that the American market still doesn’t like, and delaying inventory
stocking through the new shipping method. For this, we recommend a study into whom the retail
partner should be, engaging in extensive market research to produce the correct SKUs for the
market, and adjusting US warehouse operations and lead times to ensure that stocking is not

detayed @Wharton
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CASE 2

Brazilian Highway Concessions

Level of Difficulty: Medium to hard
Case Similar to Cases at Firms: McKinsey final round

Topics Tested: international expansion, graphical interpretation, market entry,
mathematical calculations (ROIC).

Prompt: A leading Brazilian highway concessions company is looking to expand
internationally. Economic growth in Brazil has stalled, and in order to continue to
grow both top-line revenues and bottom-line profitability, the client wants to
diversify its portfolio and decrease its exposure to the Brazilian economy. What
factors should the client consider as it thinks through its international expansion

options?
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CASE 2

Opening Framework and Clarifying Questions

Sample of Strong Framework

Culture and management complexity

* What are the language and cultural barriers?

* Which countries would be a good fit for current leadership’s
working and managerial culture?

* Can management adapt to the managerial styles of countries
that are not similar to Brazil?

* |s geographical distance a problem to manage assets?

Pipeline and economic prospects

* What is the pipeline of projects? Will there be significant
privatizations or new projects in the future?

* What is the size, complexity and value of future projects?

* Is the country growing? Does it require infrastructure
investment?

* How advanced is the current infrastructure framework?

Political environment

* What is current regulation for the privatization of public
infrastructure? Which governments are pro-private sector
participation?

* Is the political climate volatile in the country? Is there high
probability of changes in regulation?

* |Is the country receptive to business overall?

Competitive environment

* Who are the current players in infrastructure in the country?
Are there international players?

* How large are they and how concentrated is the industry?

* Is it likely to be strong competition on bids for public
auctions? How are the valuations of the latest projects?

Sample Clarifying Questions and Answers

Where else does the client currently operate besides Brazil?

The client operates only in Brazil, has scoped opportunities in South
America. Their staff speaks primarily Portuguese.

Does the client operate in any industries besides road concessions? Are
their adjacent industries they could pursue?

No, the client currently only focusses on road concessions (building and
operating public roadways).

Who are the clients typical customers and how do they typically win
business?

The clients’ customers are always municipal, state, or national
governments. They bid, usually through competitive RFPs.

Does the company want to focus on a specific region, or is it open to all
geographies?

The client wants to consider all geographies, with a bias towards
opportunities in South America.

KNOWLEDGE FOR ACTION
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CASE 2

Graphical Interpretation: Introduction

After several conversations with the client and an initial analysis by our team, we’ve decided
that opportunities outside of South America are not worth pursuing because of 1) cultural
differences; and 2) managerial complexity. The team has gathered the below data in order to
assess which countries in South America would be the most attractive (provide the
interviewee with the graph).

Based on the graph, which markets should our client focus their efforts on? Which should
it definitely eliminate? Correct answers here are Mexico, Colombia, Chile and Peru (upper
right quadrant). You may also be able to argue Argentina as well — for which ease of doing
business is not enough but pipeline is strong.

Assuming the client chooses to enter one or more of these markets, how should it
approach market entry? Correct answers here could be greenfield or primary investment, joint
venture (JV), or acquire a competitor (M&A).

What are the primary pros and cons of each market entry approach?
Primary investment: limited knowledge of market / greater control
JV: less control / some market knowledge
M&A: more expensive / lower idiosyncratic risk / local market knowledge @V\fharton
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CASE 2

Graphical Interpretation

Data for interviewee
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CASE 2

Primary Investment vs. M&A (Qualitative)

The client has determined that there are no viable JV opportunities, and so wants
to decide whether to go the primary investment or M&A routes. If you were going
to evaluate the two opportunities side by side, which inputs would you need to
compare the value of each investment?

Primary investment

Annual profit = (Km*$/km*vehicles)*(1-opex)

Payback = initial investment/annual profit

Investment Value = annual profit/discount rate [fassume perpetual concession]

ROIC = (investment value/initial investment)-1

M&A

Annual profit = revenue*(1-opex)+(revenue*synergies)

Payback = initial investment/annual profit

Value = annual profit/discount rate

ROIC = (value/initial investment)-1
Provide the interviewee with the data sheet after s/he has walked through the

major inputs listed above. @V\fh
arton
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CASE 2

Primary Investment vs. M&A (Quantitative)

Data for interviewee

Input Primary investment M&A

Km 300 NA

$/Km $5 NA

Expected traffic 20,000 NA
(vehicles/month)

Annual revenue Km*S/Km*expected traffic $120,000,000
Opex 30% 40%
Investment $150,000,000 $750,000,000
Contract term Perpetual NA

Discount rate 10% 10%
Synergies NA 15% (of revenue)

KNOWLEDGE FOR ACTION
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CASE 2

Primary Investment vs. M&A (Quantitative)

Answers for interviewee

Input Primary investment M&A

Annual revenue $30,000,000 $120,000,000
(300*5*20,000)

Annual opex $9,000,000 $48,000,000
(30,000,000%*.3) (120,000,000%*.4)

Annual profit $21,000,000 $90,000,000

(30,000,000-9,000,000)

(138,000,000- 48,000,000)

((210,000,000/150,000,000)-1)

Payback period 7 years 8.33 years
(150,000,000/21,000,000) (750,000,000/90,000,000)

Value $210,000,000 $900,000,000
(21,000,000/.1) (90,000,000/.1)

ROIC 40% 20%

((900,000,000/750,000,000)-1)

Once interviewee has come up with an ROIC, ask them for their conclusion.

&Wharton
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Wrap-up

What should the client do?
The client should enter a South American market (preferable Mexico, Chile, or
Colombia) through a primary investment:
There are high levels of cultural similarity and low levels of managerial
complexity within the South American markets.
Mexico, Chile, Peru and Colombia all have large pipelines and attractive
business environment relative to other South American markets.
A primary investment in one of these markets is likely to yield a higher ROIC and
shorter payback period relative to currently existing M&A opportunities.

As follow on steps, the client may wish to understand whether further negotiations
may vield a lower price for an M&A opportunity, how sensitive our investment
analyses are to macroeconomic factors, and the likelihood of winning deals as a
primary investor in the new country.
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CASE 3

Snack Foods Acquisition

Level of Difficulty: Medium
Case Similar to Cases at Firms: Bain Round 1 case

Topics Tested: market sizing, break-even analysis and payback period, mathematical
calculation,

Prompt: A US snack foods company specializing in snacking peanuts, Peanut Co., is
planning to acquire another company specializing in snacking almonds, Almond
Co. Peanut Co. is currently the market leader in snacking peanuts, but the overall
segment is growing slowly compared to the market and they want to diversify.
They have hired you to tell them whether this is a good idea.

&Wharton
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CASE 3

Framework and Clarifying Questions

Sample of Strong Framework:

Acquwe or not’?

oo | e

e How large is the e /s Almond Co. e What is the deal
the preferred
brand in the
market?

Who are the
current
competitors?

What are the
barriers to entry?

market for
snacking
almonds?

e How much is this
industry expected
to grow? Is it
trending up,
down, or
stagnant?

e How profitable
will this product
be (e.qg., pricing,
costs)?

e /s snacking
almonds a more
premium market
then snacking
peanuts, in terms
of price?

e Can we leverage
Peanut Co.’s
existing
capabilities
(distribution,
mktg, sales)?

o Will entering
cannibalize
existing sales?

e /s the overlap
between almond
and peanut
customers high?

price?

e How will we
finance the deal?

How large is the
threat of new
entrants?

Sample Clarifying Questions and Answers

market?

Are we only looking at the snacking almond

Yes — all other almonds (e.g., for cooking) are

excluded

nut industry?

Since the snacking peanut market growth is
slowing, is this trend affecting the entire snacking

No - the almond industry is not impacted because
almonds are considered to be higher in nutrients

&Wharton
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CASE 3

Sizing the US market for snacking almonds

e Candidate could do market sizing based on frequency of purchase.

¢ Provide the following assumptions:
- Assume the population of the US is 300M
- 1 snack almonds packet: 16 ounces
- Price of 1 packet: $2

Ask candidate reasons for

) “Don’t snack “Casual “Health conscious “Frequent
numbers brainstormed

nuts” consumers” consumers” consumers”
% of US population 75% 10% 10% 5%
Population size 210M 30M 30M 15M
Number of snack 0 25 60 120
almonds packets (2 / month) (5 / month) (10 / month)
consumed / year
Total consumption 0 750M 1800M 1800M
¢ Total number of packets: 0.75B + 1.8B + 1.8B = 4.5B (round to 5B) Pressure test if this is too

large

e Cost of 1 packet: $2
e Total market size: 5B * $2 = $10B

Total market size is $8-10B W @V\/harton
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CASE 3

Breakeven for Peanut Co. on this investment

¢ Provide the following assumptions:
- Almond Co.’s current market share: 10%
- Almond Co.’s profit margin: 50%
- Purchase price for Peanut Co: $1.5B

Almond Co.’s revenues: $1B

Almond Co.’s profits: $500M

Assume revenue and cost structure stays the same over the next few years

Purchase price is $1.5B
Payback period = $1.5B/$500M = 3 years

More complex questions:

e If the purchase price was doubled and Almond Co.’s market share was halved, what would
the new payback period be? (3*(2/(1/2)) = 12 years

e What assumptions are you most uncomfortable with? Which ones would you test further?

&Wharton
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CASE 3

Given Peanut Co.’s existing snack nuts business,
what else would you consider?

e Potential Benefits
- Cross sell almond products to existing peanut customers

- Leverage current distribution network to expand reach of Aimond Co. and drive
sales

- Can extend innovation from peanuts to almonds (e.q., flavor, packaging, etc)

e Potential Risks
- Potential for cannibalization of existing sales

- Potential of brand dilution

&Wharton
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CASE 3

Recommendations to the CEO of the Peanut Co.

e Good summary will include the following:

Answer — acquire or not? Either can be justified. See below

Strong justification on why? (Include 2-3 key numbers from the case)
Outline key risks with recommendation

Outline 2-3 key next steps

¢ |[f recommendation to acquire Almond Co.:

Large and growing market

Quick payback period of 3 years

High overlap with customers

Risks: could cannibalize current peanut sales, could dilute/confuse brand

Next steps: can we get a more favorable deal price; determine what exact innovation can be carried
over from peanut business

¢ |f recommendation is to not acquire Alimond Co:

Cannibalize current sales
Could impact our current margin structure
Could dilute brand

Risks: if competitor acquires Almond Co and succeeds, Peanut Co’s competitive position would be
weaker

Next steps: determine if there are other players that we could acquire

&Wharton
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CASE 4

U.S. Shoe Manufacturing

Level of Difficulty: Hard if you aren’t familiar with operations strategy
Case Similar to Cases at Firms: McKinsey final round

Topics Tested: onshore/offshore, operations, mathematical calculations (unit
profitability, total landed cost).

Prompt: A major U.S. shoe manufacturer is currently manufacturing its entire product
line domestically. Because of increased labor costs and competitive pressure, the
manufacturer is now interested in understanding whether it should offshore some
or all of its production and, if so, where it should offshore to and what percent of
its total product line should be manufactured onshore vs. offshore. What factors
should the client consider as it compares onshore to offshore manufacturing?
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CASE 4

Opening Framework and Clarifying Questions

Sample of Strong Framework

Demand factors Supply factors

* Demand volatility * Supply volatility

* Demand growth * Supply lead time / responsiveness

* Demand diversity (foreign vs. domestic) * Availability of suppliers

* Competition (foreign vs. domestic) * Direct labor vs. total costs

* Required service level * Capital investments and economies of scale

Technological factors Macroeconomic and regulatory factors

* Access to human capital (knowledge and skills) * Tariffs, quotas, and other protectionism

* Manufacturing infrastructure (downstream suppliers, * Trade and global institutional agreements
manufacturing facilities) * Exchange rates

* General infrastructure (roads, electricity, ports) * Political stability

* Process innovation (efficient frontier of production) * Cultural affinity and managerial alignment

Sample Clarifying Questions and Answers

What other products does the client currently sell besides shoes? The client currently specializes in shoe manufacturing, but also
manufactures some apparel as well.

Where else does the client currently sell its products besides the U.S.? The client currently sells its products in developed markets (North
America, Europe, and Australia)

What are competitors, both domestic and foreign, currently doing with Most of the clients’ competitors currently do not offshore their
respect to onshoring / offshoring? production due to manufacturing and managerial complexity.

Outside of the U.S., in which markets are shoes typically manufactured? Lower quality shoes tend to be manufactured in China, Southeast Asia,
Where are high-quality shoes manufactured? and Central America, high quality ones in Eastern Europe.
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Unit Profitability

The client has begun assessing a manufacturer based in Vietnam. They want us to do an in-
depth analysis of the per-unit profitability of shoes produced in our existing facility vs. the
Vietnam facility. Assume no capex in either case (U.S. capital is sunk, Vietham arrangement
would be cost plus). What does the equation for per-unit profitability for shoes look like?

profit = retail revenue — (COGS + labor + SG&A + transportation + quality + tariffs + retail margin)

Give the interviewee the below data and have them solve for profitability.

uU.S. Vietham

Retail revenue $200 $200

COGS 30% 20%

Direct labor 25% 5%

SG&A 20% 25%
Transportation 4% 10%

Quality 1% defect rate 5% defect rate
Tariffs NA 10%

Retail margin 10% 10%

Profit $10 $15
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CASE 4

Unit Profitability Conclusion

Given estimated profitability at both facilities, what should the client do? What are the key
considerations and sensitivities that this basic model contains?

Based on the unit-profitability analysis, the client should offshore manufacturing to Vietham
because it is 50% more profitable on a unit basis to manufacture there. There are several
considerations and sensitivities to keep in mind:

Material costs and labor costs are much lower in Vietham than in the U.S., driving most of
the Vietham manufacturing cost savings.

Production quality is significantly worse in Vietnam (5% vs. 1%), and further quality
deterioration would impact profitability and swing the decision to the U.S.

Producing in Vietham also entails added transportation and tariff costs, which are vulnerable
to macroeconomic shifts (increased fuel costs, increased tariffs).

Are we missing anything else in this analysis that might drive costs higher in the
offshoring case? Or is it possible that the client should split manufacturing across the two
options and, if so, what proportion of shoes should be made in Vietham vs. the U.S.? Once
the interviewee has touched on most the above, introduce this question. Direct the interviewee
to the opening framework and ask about lead time and the volatility of demand.

&Wharton
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CASE 4

Total Landed Cost

The client just gave us one piece of information in addition to the costing data.
Shoes manufactured in Viethnam have a lead time of three months (time from order
to delivery). Shoes manufactured in the U.S., in comparison, have a lead time of
one month. What additional factors should the client add to the unit
profitability model in order to make the right sourcing decision? Why are they
important? Wait for the interviewee to touch on the below:

Average demand per period
Volatility / standard deviation of demand per period
Cost of capital / holding cost per period

These factors are important because uncertainty of demand combined with a
longer lead time implies working capital costs. Vietham’s lead time is longer than
that of the U.S., leading to higher working capital costs and an opportunity to do
dual sourcing where the client manufactures base demand in Vietham and excess
demand in the U.S.

#Wharton
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CASE 4

Total Landed Cost Conclusion

In consideration of the importance of demand, volatility, and cost of capital, we’ve
come up with the following equation to enable us to calculate the proportion of
shoes that should be manufactured offshore. Give the interviewee the below
equation and inputs, you can ask them to recall the Vietnam cost advantage:

h
2uAc

§ = standard deviation of demand / period = 20

Offshored fraction=1 -6

u = average demand / period = 1,000
h = holding cost / unit / period = $1
Ac = Vietham cost advantage / unit = $5 (can ask interviewee)

$1

80% =1—-20 |——
2x1000%5

Therefore, based on these assumptions, the client should manufacture 80% of its
shoes in Vietnam and the remaining 20% in the U.S.
&Wharton
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Wrap-up

What should the client do?
The client should manufacture 80% of its shoes in Vietnam, and 20% of its shoes
in the U.S. as a hedge against volatility and keeping in mind the cost of capital.

The unit profitability advantage for Vietham excluding lead time and the cost of
working capital is $5 ($15 vs. $10).

This cost advantage comes primarily from lower COGS and labor costs, and is
somewhat offset by quality, transportation, and tariff costs.

Demand is not highly volatile, nor is the client’s cost of capital, and as a result,
we find that the majority of expected demand can be met by Viethnam capacity.

As follow-on steps, the client may wish to understand the sensitivity of these
assumptions to quality, transportation, and tariff costs, as well as future changes to
the volatility of demand for the product. Greater volatility or higher cost of capital
will push the client to shift more manufacturing back to the U.S.
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CASE 5

Chicago Parking Meters

Level of Difficulty: Medium
Case Similar to Cases at Firms: Not sure
Topics Tested: mathematical calculation, marketing brainstorm, market sizing, etc.

Prompt: The city of Chicago is planning to sell the rights to all of its parking meters for 20 years to a private
company. The idea is that in exchange for a lump sum, the city of Chicago would turn over the operation and
revenue stream of its ~40,000 parking spaces to a private operator.

The deal will bring in a big amount of cash for a cash-strapped city and relieve it of the responsibility of
maintaining meters — something it isn’t very good at. The city is planning to use a competitive bidding process
with the highest bidder winning the contract. Bidders will be expected to set the prices for their parking meters
and should be aware that they bear the risk of consumer demand for parking spaces and should factor that in
when pricing their bids. Additionally, the contract also requires a high-tech upgrade replacing the old coin-
based meters with new machines that accept cash, credit or debit cards, which is a service enhancement that
should be incorporated in the bid.

Your consulting firm has been hired by the Company Parking GenNext to give a reasonable price for the
rights to collect all money* from Chicago’s meters over a 20 year timeframe to win the competitive bid. How
would you go about estimating it?

*Money collected on parking tickets goes to the city, not the company.
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CASE 5

Framework and Clarifying Questions

Sample of Strong Framework:

In this question, the candidate should think about the following

During Stage 1, the candidate will do a relatively simple estimate based on future revenues and expenses
(classic revenue / expense framework)

During Stage 2, as a follow-up to the answer in Stage 1, the candidates can be asked to think more creatively
of other considerations, e.g., alternative pricing strategies, concerns on quality (brainstorming portion)

As long as the candidate uses a framework that includes the things above, it should be considered strong

Sample Clarifying Questions and Answers

Questions on usage and revenue assumptions See slides 46, 47
Questions on growth and discount rate See slide 50
Questions on one-time and recurring cost assumptions See slide 48, 49
Sample numerical solution See slide 51, 52, 53
Sample brainstorming answers See slide 54
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CASE 5

Motivation for the Case

In 2008, Chicago sold the rights to all of its parking meters for 75 years to a private
company for $1.15 billion. Info can be found here:

http://chicagometers.com/fact-sheet.aspx
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http://chicagometers.com/fact-sheet.aspx

CASE 5

Revenue and Usage Assumptions (1 of 2)

The candidate should make assumptions on the price per hour per meter, usage and growth /
decline over a 20-year period to come up with an overall revenue estimate. In the interest of
time and if the interviewer so desires, the following information / table can be provided:

Number and Price of Meters
In Chicago, there are ~40,000 metered spaces. And there is a three-ring structure when setting
meter rates in Chicago; information is summarized below:

Ring Description Price per Hour % Meters
I Downtown Loop 3 3%
Il Central Business District 2 16%
I Suburbs + Others 1 81%
100%
Total number of meters 40,000
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CASE 5

Revenue and Usage Assumptions (2 of 2)

Usage of Meters

« Assume Ring | usage is 12 hours per day, Ring Il 8 hours per day, Ring lll4 hours
per day

« Assume weekend / weekday usage are same (ask them what do they think if you
want to assess creativity but then for the math, ask them to assume it’s the
same)

« Assume 30 days a month, 12 months a year
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CASE 5

Cost Assumptions (1 of 2)

Beyond estimating the value of the revenues from parking meters, the candidate should explain
what costs are necessary to enforce the system. This should include:

+ One-time investment to upgrade the parking meters to accept cash, credit and debit cards.
For simplicity, we can assume that the newly installed meters will have a life of 20 years and
the bidder will not be expected to change them during the period.

* Recurring operating expenses - labor costs, maintenance costs, etc.

One-time investment

* 40,000 parking spaces # 40,000 new parking meters.

* We can assume (or help lead the candidate to assume) that the 40,000 old single-space coin-
operated meters will be replaced 5,000 new meters (such that each meter is capable of
handling 8 spaces)

« Unit cost for one parking meter could be assumed to be in $20K, including installation costs

Recurring expenses
» Candidates should be expected to estimate how many people will be required, the hourly

wage per worker, ongoing maintenance costs, etc. @\/\[harton
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CASE 5

Cost Assumptions (2 of 2)

Recurring expenses
» Candidates should be expected to estimate how many people will be required, the hourly
wage per worker, ongoing maintenance costs, etc.

* If candidate is stuck you can give the following:
« Assume on average one person needed to monitor 10 new machines or 80 spaces
« Assume on average a wage of $10 an hour for 8 hours a day for 300 days a year
« Assume maintenance cost of $200 per machine per month.
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CASE 5

Discount Rate and Growth Rate Assumptions

« A multi-year estimation also brings in time value of money, which potentially complicates the
analysis, but we could always tell candidates to ignore that for purposes of this case (after
seeing if they even thought about it).

» Candidates should be expected to put some thought into the risks to consumer demand
when estimating revenues and how it would impact the growth / decline. A few
considerations include changes in population, changes in preferences (consumers preferring
to bike), economic activity, advancements in technology (driverless cars, alternatives to
parking meters, etc.)

» For numerical calculations they can assume that the growth rate is zero
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CASE 5

Sample Numerical Solution (1 of 3)

20-yr Revenue

Hours per day

(@)

Number of Meters

(b)

Price per hour Annual revenue
(c) axbxcx
30 days x 12 months

Downtown Loop 12 1200 3 15,552,000
CBD 8 6400 2 36,864,000
Suburbs + 4 32400 1 46,656,000
Others

1-year revenue 99,072,000

KNOWLEDGE FOR ACTION

20-year revenue 1,981,440,000

Assuming zero growth

or ~2
billion
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CASE 5

Sample Numerical Solution (2 of 3)

20-yr Cost
One-time Investment
Number of new machines (40000 / 8) - (a) 5,000
Cost per machine 20,000
Total one time cost 100,000,000
Recurring Expense
Monthly per machine maintenance cost - (b) 200
Annual Maintenance Cost - (a) x (b) x 12 months 12,000,000
Hourly Wage - (c) 10
Number of People - (40,000 / 80) - (d) 500
Annual Wage - (a) x (d) x 8 hours x 30 days 12,000,000
Total annual recurring costs 24,000,510
20-year recurring costs 480,010,200
Total cost 580,010,200 or ~600 million
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CASE 5

Sample Numerical Solution (3 of 3)

NPV

20-yr Revenue

1,981,440,000

20-yr Costs

580,010,200

PV of Free Cash Flows (ignoring everything else)

1,401,429,800

KNOWLEDGE FOR ACTION
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CASE 5

Sample Brainstorming Answers

NPV

* In this more creative component of the case, we can ask the candidate to think of some of the other
considerations that will test how innovative they are in their problem-solving approach.

* One idea is to have them think of alternative pricing strategies. These could include variable pricing schemes
(e.g. surge pricing for busier times of the day) and potentially leasing of parking spots to specific people, or
whatever else the candidate can come up with , keeping in mind that there are 20 years for executing these
schemes. Think MGEC!

+ Candidates could also be asked to think of the different kinds of technological advancements along the way
that would help the bidding company stay competitive and boost revenue. For example, the bidding
company could consider launching mobile apps that would inform customers of parking availability if they
are near a parking meter and would also send alerts if the time is expiring.

« Depending on how the question goes, the interviewer can also ask questions on reputation and image. For
example, in any privatization, the public expects that the quality of service will improve. So what would be
the strategy that the candidate would suggest to ensure that?
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CASE 6

High engineer attrition at SLS Oil & Gas Services

Level of Difficulty: Hard

Case Similar to Cases at Firms: Bain and BCG Final Round cases
Topics Tested: Operations and General Management

Prompt: Our client SLS is one of the world’s largest oil and gas services provider
operating in 85 countries and employing about 100,000 people from over 140
countries. They help find, scope and drill as much oil and gas as possible for their
clients — which range from major international oil companies to petrostates such
as Saudi Arabia and Russia.

Of late they are seeing a very high attrition rate among their Field Engineer
(FE) population across several offices globally, the Mumbai office in India being
one of the most affected. The CEO is concerned and has asked you for advice
specifically for the Mumbai office. She hopes that if the problem can be fixed in
Mumbai, similar fix can be implemented everywhere else. It is indeed a matter of
grave urgency for SLS.
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CASE 6

Framework and Clarifying Questions (1 of 2)

Overview for the Interviewer
The case is mainly about three things — (1) Clearly understanding the business and the life of an FE in Mumbai

(2) Identifying the reasons for high attrition in Mumbai (8) Coming up with specific and actionable
recommendations for Mumbai

This case is heavy on brainstorming and is relatively difficult to structure. It is also more qualitative than
quantitative. Leave it up to the interviewee to structure as (s)he wishes and give them information only if
requested. Since this case is from an industry and function that people might not be familiar with, it is
important to understand the context clearly before diving deeper. If the interviewee gets stuck at any point
during the case, feel free to direct them towards what needs to be evaluated.

Sample Clarifying Questions and Answers

What does a Field Engineer do? Field Engineers work with specialized oilfield equipment which they lower inside a
well, and then record and analyze data to identify whether and how much oil and
gas is buried in the ground. They spend a considerable amount of time working on
oil rigs. All oil rigs in Mumbai are offshore i.e. at sea (see Exhibit 1 that shows two
types of offshore oil rigs in Mumbai) Most offshore rigs are bad with poor food,
poor internet and poor accommodation.

How is attrition rate defined? (No. of FEs quitting in a year / Avg. no. of FEs in that year) %

Where are FEs going? Mostly going to do Masters or moving to a completely different industry
How high is the attrition rate? 28% in 2016 in Mumbai (similarly high in several other offices globally)

What has the CEO requested? Identify the cause(s) of high attrition and make recommendations on fixing it
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CASE 6

Framework and Clarifying Questions (2 of 2)

Sample of Strong Framework

1. Business in Mumbai and the life of an FE
a. What does SLS do in Mumbai?
b. What exactly do FEs do and what is a day in the life of an FE like?
i. Background of the FE
ii. Work-Life balance
ii. Relationship with Managers

2. Identifying the reasons for high attrition
a. What information to collect and how to collect it
i. Face to face interviews with managers, FEs, HR etc.
ii. Anonymous questionnaires and feedback forms
b. Analyze the information — potential reasons for high attrition
i. Internal (SLS related) reasons
ii. External (non-SLS related) reasons

3. Recommendations for fixing attrition

a. Short-term
i. Give more Time-off/Vacation
ii. Team-building activities
iii. Get More engineers

b. Long-term
i. Revamp Offshore Staffing Model
ii. Hire FEs compatible with Schlumberger culture

iii. Relook at compensation @\/\fharton
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CASE 6

Key Discussion Points (1 of 4)

1. Business in Mumbai and the life of an FE (Provide information if asked)

a. What does SLS do in Mumbai?

> Help major oil and gas companies scope, drill and extract oil and gas from Mumbai offshore

> Sends equipment and FEs offshore to rigs (that are owned and managed by clients), where the FEs work with
SLS equipment to meet client’s objectives

b. What exactly do FEs do and what is a day in the life of an FE like?

> FEs are hired after undergrad from the best engineering schools around the world

> SLS has historically offered an unconventional, fast-paced, challenging and extremely rewarding career

> Two key differentiators for the FEs has been compensation and opportunity for global travel!

> FEs are hired as Juniors and after ~2 yrs. become Seniors. 1 FE (Sr. or Jr.) stand-by on rig, 2" FE sent during
operations; both make bonus when offshore. Optimal time an FE likes to spend offshore before swap is 3 wks.
> FE would either be offshore (on the rig) stand-by or managing operations, in the office, or on vacation
Exhibit 2 is data for Mumbai office. Ask interviewee for observations. Following should be pointed out -

> # of engineers has been constant (Has activity been constant? Yes — 25 rigs for the last 5 yrs.)

> # quit has been going up — answering why and how to resolve is what the case is about!

> # transferred out went down to 0 — management decision could be demotivating engineers!

> # transferred in has gone up - is anything being done to improve team-spirit among new and old engineers?

Exhibit 3 shows utilization (% of FEs not on vacation) and effective utilization (% of FEs offshore) trends. Wait
for interviewee to ask about relevant information — otherwise show this and ask for observations.

> Gap widening between the two — fewer FEs on vacation and more FEs sitting in office not making bonus!

> Managers not using FEs efficiently (Why?) — only 1 or 2 FEs required in the office on any given day.
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CASE 6

Key Discussion Points (2 of 4)

Math Question
This question is not difficult but requires a very good understanding of the FE staffing model at SLS, which the
interviewee should have gotten clarified by now. If not, help her/him proceed.

a. Based on Exhibits 2 & 3, calculate the no. of FEs expected to be in the office any given day.

b. Now given that on any given day only 2 FEs are needed in the office, 1 standby FE for each of the 25 rigs
and 36% of the rigs have operations on-going, how high can effective utilization be taken and how many FEs
can be sent on vacation?

a.
50 FEs with a utilization of 80% and effective utilization of 60%.

40 FEs (50"80%) are at work and 30FEs (50*60%) are on the rig. This translates to 10 FEs being in the office on
any given day, and 10 on vacation.

b.

25 (1*25) standby FEs for each rig + 9 (1*25*36%) FEs on rigs due to operations — This information about 2" FE
sent to rig during operations was given earlier to the interviewee in Slide 4. If they miss this, remind them again.
34 FEs are therefore needed offshore which translates into an effective utilization of 68% (34/50).

Given only 2 FEs are needed in the base besides this, 14 FEs can be sent on vacation.
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CASE 6

Key Discussion Points (3 of 4)

2. Identifying the reasons for high attrition

a. What information to collect and how to collect it (Ask this Question if interviewee doesn’t)
> FEs should be interviewed first before managers and HR - in person meeting preferred over a questionnaire
> Ask about managers, motivation, reasons for their peers quitting, if SLS is meeting their expectations

b. Potential reasons for high attrition (Ask this Question if interviewee doesn’t. Following are the FACTS
- agree or disagree with the interviewee as (s)he mentions these)
> Internal (SLS-related) reasons

> Management change in 2014 - risk-averse; keeping more people on reserve rather than on vacation

> Fewer vacations/days-off for FEs and more days in the office — no bonus

> Those FEs which are offshore are spending a lot of time offshore
Exhibit 4 showing Level Loading should be shared once the above point has been made (or not). This shows
the % of FE population spending different amount of time offshore at a single stretch. Remember 3 wks. is
optimal. Interviewee should drill deeper and enquire about segmentation of this data.

Exhibit 5 shows that Sr. FEs are ‘suffering’ longer runs offshore and Jr. FEs are consequently making lesser
bonus - both are unhappy! Interviewee should question why this might be happening (otherwise ask them).
Reason is that the new risk-averse management is not confident with Jr. FEs’ competency.

> No transfer outs — demotivating FEs stuck in the same office for years

> More new recruits — inadequate cohesion within the group

> External (non-SLS related) reasons
> FEs are quitting and going for Masters or switching industries — is SLS recruiting the right people?
> Compensation difference decreasing between SLS and other companies that require similar skillset

> Booming start-up culture in India — plenty of exit opportunities @Ml
arton
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CASE 6

Key Discussion Points (4 of 4)

3. Recommendations for fixing attrition (Interviewee should list most or all of these)

a. Short-term
> Train Management — Make the offshore staffing system process-driven rather than people-driven
> Increase vacation/time-off by reducing utilization but offset by increasing effective utilization
> Swap FEs predictably after they spend ~3 wks. offshore on the rig
> Make offshore life more enjoyable by sending food, games etc. from town
> Improve level loading by improving competency of Jr. FEs — track competency and train as required
> Introduce team-building activities to improve team-spirit
> Increase vacation/time-off by reducing utilization but offset by increasing effective utilization
> Swap FEs predictably after they spend ~3 wks. offshore on the rig
> Make offshore life more enjoyable by sending food, video games etc. from town

b. Long-term

> Keep transfer-out rates reasonably healthy as before, or send FEs on short-term assignments outside
Mumbai

> Recruit the right talent — set expectations correctly during employer info sessions

> Relook at the compensation structure to make it competitive again

> Internal or External (i.e. on-campus) marketing to promote the unique work-culture at SLS

> Hire more engineers (but it will increase cost)
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CASE 6

Exhibit 1

< Semi-submersible a.k.a. semi-sub

< Deepwater drillship
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CASE 6

Exhibit 2

# Engineers (start)

# Engineers (end)

# Hired

# Fired

# Quit

# Transferred Out
# Transferred In

Attrition %

2012

50

52
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2013

52

55
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2014

55

51
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2015

51

50

19.8

2016

50

50

28.0
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Exhibit 3

Utilization & Effective Utilization
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Exhibit 4

Level Loading
35%
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CASE 6

Exhibit 5

> 4 weeks

3 - 4 weeks

2 - 3 weeks

1-2 weeks

<1 week
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0%

Level Loading vs Seniority
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The Salt Lake City Airport

Level of Difficulty: Easy
Case Similar to Cases at Firms: Parthenon-EY
Topics Tested: Brainstorming, Market sizing

Notes the casegiver: This is a highly structured case without the use of a traditional
framework. That being said, the interviewee should still structure their thoughts, be
engaging, and come up with a great final recommendation.

Prompt: Our company is pitching to the President of the Salt Lake City International
Airport next week, hoping to earn a big contract with the Airport moving forward.
We know that the SLC Airport is the only commercial airport for more than 2.5M
people in the greater Salt Lake City area, is the 215t busiest in the nation with 650
flights per day, and is owned entirely by the City of Salt Lake. The Airport President
is a mayor-appointed individual who oversees all aspects of the airport’s operation.
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CASE 7

Notes to the casegiver

*This case a bit atypical as it does not call for a typical framework. That being
said, answers should still be structured, math should still be organized (and
correct!), and time for brainstorming (10-15sec) should be used.

«Continually push the interviewee to consider a typical airport and the Salt Lake
City market.

*Continually push the interviewee to use airport related terminology (passengers
in the terminal not customers buying widgets).
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CASE 7

Off the top of your head, what are the most important
things that the Airport President must think about?

Answer guide: A good answer will be structured and consider the various stakeholders of an airport (i.e.
Passengers, Airlines, Airport Vendors, Security, City Tourism, City Chamber of Commerce).

Example of a good answer:

The three most important things the Airport President should think about when running the airport are the
effects to Passengers, Airlines, and the Airport’s Vendors.

Passengers are important because if passengers have a bad experience, they will choose to drive, take the
train, or visitors simply might choose to go to Colorado to go skiing and locals might simply not travel. This will
certainly hurt the airport.

The Airlines are another key stakeholder, because if they are unhappy they will fly to SLC less. This will hurt the
local business and tourism economy, likely increase airfares if there are fewer flights which hurts passengers,
and also lead to layoffs if there are fewer passengers.

The Airport Vendors are another important stakeholder, because they affect the passenger experience and
represent local jobs. The Airport President should make sure that there are an appropriate number and variety
of vendors, and similar to a shopping mall, be the intermediary between the different vendors.
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CASE 7

How many passengers does the SLC Airport handle
annually?

Additional information to provide when asked:
What is a passenger? A passenger is measured by a person who passes through the airport, either to
board or deplane an aircraft. People who are passing through the airport on a layover switching planes are
considered one passenger.

What about people dropping off friends at the airport? Taxi drivers, Uber drivers, and people picking up
their friends are not passengers.

How about Pilots, Flight Attendants, and TSA Workers? We are only counting people who have a paid
ticket to fly, not people at the airport for their job.

Are we counting only one-ways or roundtrips? We are considering each visit to the airport. For
example, a family of four traveling roundtrip from SLC to Los Angeles for vacation would count as 8
passengers (4 when they leave and 4 when they return).
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CASE 7

How many passengers does the SLC Airport handle
annually?

Answer guide: A good answer will be structured and break down passengers into usable sub segments.

Example of an answer (flights based):

We know there are 650 flights per day. Let’s say the average plane has 30 rows of 6 seats per row, or 180
seats per flight. Most flights are 80% full. So we know there must be

365 Days

x650 daily flights

x180 seats per flight

X75% booked

= ~34M passengers per year
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CASE 7

How many passengers does the SLC Airport handle
annually?

Answer guide: A good answer will be structured and break down passengers into usable sub segments.
Example of an answer (population based):

Let’s consider SLC residents and visitors as two separate constituents. Starting with residents, we know there
are 2.5M people. Let’s break them down into a few groups.
1. Let’s say 10% are people who travel regularly for work (like consultants). They travel roundtrip every
week probably 45 weeks per year. Assuming people live to 100 with equal distribution, we’re really
only talking about people 25-65 which is 40 years of 25K people each. That’s 40*25K*2*45=9M

2. Let’s say the next 10% of workers travel for work, but less frequently. Let’s say they make one trip a
month. That’s 40*25K*2*12= 2.4M

3. Let’s say the rest of the 80% of adults 25-65 are parents and, with all the kids, they travel once per
year for vacation or the holidays. That’s 40*25K*8*2*1= 1.6M and the kids 5-25 (maybe under 5 is too
young) is 20*25K*2*1=1M

4. Let’s say the senior citizens (older than 65) only travel once per year. That’s 35*25K*2*1=1.75M

Adding this all up, that’s 9M+2.4M+1.6M+1M+1.75M, or 15.75M resident passengers. Let’s double this
because planes are usually half local and half visitors, so there are 31.5M passengers each year.
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CASE 7

Choosing between two projects

Question - The President of the airport is thinking about which of two projects to undertake. The money
to build both has already been accounted for through municipal bonds, so you can ignore construction
costs. The first is to open a sit down restaurant in the terminal and the second is to open a lounge in the
terminal. Which of the two options would you suggest the President pursue?

Additional information to provide when asked:
What are the goals or decision criteria? The decision should be based on the criteria you said was
important for the President to consider in part one.

What would be the revenues and costs of the two? The restaurant would bring in a $15 check per
passenger, and cost $6 per passenger. The lounge would cost $30 per passenger who enters, and cost
$12 per passenger to provide.

Does the airport already have either a sit-down restaurant or a lounge? No, the airport does not have
either.
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CASE 7

Choosing between two projects

Answer guide: A good answer will be structured, considering the criteria and revenues/costs.

Example of an answer:

First, let’s consider the financial element. We know a restaurant would earn ($15-$6=) $9 of profit per visitor,
while the lounge would bring in ($30-$12=) $18 of profit per guest. So they are both profitable, and depending
on how many passengers use the two we could say which is more profitable (ie, if there is more than twice the
interest in the restaurant, than the restaurant will be more profitable). Earlier | said passenger experience is a
key consideration and also airport vendors. Considering the passengers, we know the majority of passengers
are their for business reasons, and business travelers would most likely prefer a premium lounge. Considering
airport vendors, while there is not a sit-down restaurant, there must be counter or take-out food vendors who
would not like to see a sit-down establishment take away business, so they too would most likely prefer a
lounge. It seems that a lounge is the way to go.
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Clothing Chain Goes Global and Local

Level of Difficulty: Medium to Hard

Case Similar to Cases at Firms: Deloitte Human Capital first- and second-round
cases

Topics Tested: mergers and acquisitions, culture, change management, workforce
development and stabilization

Prompt: Yermakov Ltd, a US-based clothing company with stores in 65 countries
and 100,000 employees based around the world, is in the process of “localizing”
its image. In addition to continuing to use its traditional supply chain and
manufacturing process for many of the Yermakov clothing lines, Yermakov is also
introducing new, local lines of fashion. Yermakov’s ability to do this is based on
the company’s ongoing acquisition of a dozen high-end boutiques and specialty
clothing shops. These acquired businesses exclusively use fair trade sourcing,
have close relationships across their supply chain and buyer base, and in general
are much smaller in size that Yermakov — the largest employee base of any of the
companies being acquired is 120 people. These employees have deep,
specialized knowledge about their industry and are passionate about local

fashion and local business. @V\fharton
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Clothing Chain Goes Global and Local

Prompt, continued:

Yermakov Ltd. has spent the last year working with another consulting firm to
analyze and finalize its recent business acquisitions. Yermakov is now
approaching Deloitte Human Capital because, six months in to this new post-
acquisition era, the company is experiencing what one of Yermakov’s senior
staff referred to as “growing pains.” A large number of employees who worked
for the acquired companies declined offers to continue working under the
Yermakov umbrella, and customer acquisition and retention in the local fashion
market has been lower than expected. This is making long-time Yermakov
employees anxious, which is affecting their day-to-day performance.

Yermakov has approached Deloitte Human Capital for help stabilizing their
workforce and communicating a compelling change agenda.
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CASE 8

Clarifying Questions

Pro tip: Human Capital cases have much longer prompts that typical consulting
cases, and it’s important to remember what you’ve been told. Don’t hold back on
the note-taking!

Pro tip: The interviewee should take a moment to ask 1-2 insightful clarifying
questions. Then briefly summarize the case.

Sample Clarifying Questions and Answers

Is the other consulting firm still working with the client? No — but they do have a point of contact from the team that’s
available for communication

OR

Yes — they’re still wrapping up final agreements

Are most of these 12 acquired companies located in countries Yes — that was part of the criteria for acquisition
where Yermakov already has a business presences?

For the acquired companies, did their staff have much advance It differed from company to company, but in general there usually
notice of the acquisition? was about a month’s notice to employees
Does Yermakov have an in-house team (apart from acquired No

company employees) that has expertise/professional background in
local fashion?
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CASE 8

Framework

Pro tip: The interviewee should ask if they can take a minute to gather their
thoughts (put a framework together)

Pro trip: The framework below is recommended for Human Capital cases in
particular

Sample of Strong Framework:

Key Business Issue(s)

Assess Implement Evaluate
Work stream 1 Activities Activities Activities
Data Sources Work Outputs Measurement Tools

Work stream 2 €

Work stream 3 4
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CASE 8

Framework

Framework breakdown:

Business Issue: Use this as an opportunity to restate why you/your consulting team
has been asked to work with the client. What problems will you be solving?

Work streams: What approaches are you prioritizing to solve the client’s business
challenges? How will you break down these work steams into distinct phases
(assess, implement, evaluate)?

Pro tip: It is recommended to have three work streams. You can do more (suggest
no more than five), but be mindful that you have limited time to put your framework
together. To have the best of both worlds, stick to three and in the corner, have a
box for “Other Considerations.” This will show your interviewer that you’re aware of
other work stream potential, but that you also know how to prioritize.

Pro tip: Prioritize your work streams, and start with your most important one.
Explain why you think it’s the most important.
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CASE 8

Framework

Pro tip: As you fill out your framework, be sure to note key risks of the approaches
and activities you’re recommending. What are ways to minimize these risks?

Pro tip: Time to fill out your framework is limited. Use shorthand whenever
possible, and leave some boxes/buckets sparse if needed.

Pro tip: Always state your assumptions.

Pro tip: Even though Human Capital cases aren’t “numbers” cases, human capital
work still needs to have a clear impact on the client’s revenues, profits, etc. You'll
get bonus points on your framework if, as you talk through it, you call out top
line/bottom line impacts.

Pro tip: Clearly state your conclusions and recommendations before you wrap up
going through your framework.
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CASE 8

Framework

Sample of Strong Framework for this Case:

Biz Issues: Acquisition Management, Workforce Stabilization

Assess Bonus points to Bonus points
Work Stream 1: interviewee for for
L _ tioni mentioning
Communication/ Stakeholder analysis m‘j/‘“'lorr;'\;’iixou o
Change Mgmt Change readiness assessment work done by will be
prior involved and
Implement consultants why

Change management strategy — demonstrate how employees benefit
_ from acquisition. Comms should be straightforward with vision, timeline
Bonus points for and steps to make vision a reality. Should demo that Yermakov mgmt.

mentioning how had things under control.
progress along

change curve Create two-way communication channels (company intranet, all-hands

helps Yermakov meeting, etc.)
recoup their

acquisition Evaluate pulse surveys
investment

Can also mention

Change curve, % awareness, understanding, adoption;
open rate of change communication messages @\/Vharton

UNIVERSITY of PENNSYLVANIA

KNOWLEDGE FOR ACTION Wharton Casebook 2017




CASE 8

Framework

Sample of Strong Framework for this Case:

Biz Issues: Acquisition Management, Workforce Stabilization
Bonus points for
Assess mentioning data
Work Stream 2: sources

Talent Gap analysis, pulse survey/employee listening tools, compensation and
benefits benchmarking

Bonus points for

explaining how Implement
these.lfﬁt"l"t'es Talent strategy, roadmap

fWI‘I' €ip Competency modeling, predictive modeling — what workforce skills are

acilitate s now needed for the newest version of Yermakov?
managed change Career pathing
eXperience Rewards/recognition strategy Bonus points for
explaining impact
on business
Evaluate outcomes (e.g.

Employee engagement surveys morale,

Pulse surveys productivity,
Offer/acceptance rate retention)
“Good place to work” ratings @V\fharton
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CASE 8

Framework

Sample of Strong Framework for this Case:

Biz Issues: Acquisition Management, Workforce Stabilization
\Nice opportunity to integrate a market stat, e.g.

Assess less than 1/3 of executives say they understand
Work Stream 3: their company’s culture
Culture/ Review employee engagement surveys/create them if they don’t exist
Employee Stakeholder interviews/workshop

Bonus points for mentioning a
product the firm can offer for
Implement this activity, e.g. Deloitte’s
CulturePath

Engagement

Be sure to state
assumptions, e.g. |
assumed that
employee
engagement went
down post-
acquisitions. In the
short-term | want to

Employee engagement strategy
Can include variety of approaches: more face time with senior leaders,
professional development opportunities for employees

Strike a balance between maintaining fundamental elements of
Yermakov culture while preserving core elements of acquired company
culture

get back to baseline, Evaluate
and post-
intervention | expect Employee engagement levels pre- and post-intervention
to see rates go up. @V\[harton
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CASE 8

| picked different work streams. Am | wrong?

No. In Human Capital cases there many different ways to respond to the same
prompt well. In this case, alternative work streams include:
Leadership alignment (for example, what is the reporting structure for all the
CEOs of the acquired companies? Are they still able to maintain some
autonomy? How is this affecting performance and business outcomes?)
Stakeholder management
Employee engagement (similar to Culture)
Employee benefits and rewards (for example, perhaps staff are leaving
because the acquisition change people’s benefits packages in an unappealing
way, or created a situation where different employees have different benefits,
generating resentment, This can be assessed, addressed and monitored for
improvements in staff retention rate — which would be a positive business
outcome).
Pro tip: there aren’t a ton of Human Capital cases out there, but you can use the
same case multiple times — just push yourself to change the work streams each

time. @Wharton
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CASE 8

Potential questions for the interviewer to ask

Why did you prioritize these three work streams?

Let’s say Yermakov can’t afford to do as much business with us as we would
like, at least initially. If you had to prioritize one work stream, which one would it
be and why?

What do you think is the biggest risk with the plan you laid out? How will you
minimize it?

| didn’t mention it earlier, but a major part of the challenge of all these
acquisitions is that each company works on a very different technology
platform. How would you deal with this aspect of the acquisition integration?
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CASE 8

Notes for the interviewer

When the interviewee walked you through their framework, when it came to
activities like a stakeholder analysis, did they address both internal AND
external stakeholders? This is important.

It is optimal for the interviewee, when talking through their framework, to
reference firm-specific products, resources, etc. that would be relevant to
leverage (for example, company learning center that clients can come to,
affiliate partner that does research in a relevant area, etc.). Is the interviewee
keeping an eye out for how to optimize business opportunities from Yermakov,
and how to build a long-term relationship?

Did the interviewee integrate firm knowledge as they went through the case? If
not, prompt them to do so.
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CASE 8

Notes for the interviewer

Did the interviewee incorporate human capital market trends into their analysis?
If not, ask them which current trends are most relevant to the case in question.
Examples include the gig economy, automation, millennial workforce
expectations, etc.

When the interviewee goes through their framework, it is perfectly acceptable
(and good practice) for you to ask, “what do you think about XYZ as an
additional work stream?” or “for work stream 1, would you consider ABC as an
activity instead?” Part of your evaluation of the interviewee should be how
gracefully they manage this unanticipated shift in direction.

Did the interviewee make note of dependencies between work streams? If not,
prompt them about this with a question.
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CASE 8

Sample good answers to brainstorming questions

Q: What’s the primary reason you think Yermakov is currently experiencing
workforce challenges?

A: Very little advance notice was given to employees of acquired companies about
the acquisitions, and very limited information was provided to them about how the
acquisitions would affect their day-to-day work — work these employees are
extremely passionate about. This created a lot of unnecessary uncertainty and
anxiety. It doesn’t sound like Yermakov senior mgmt./HR went out to their newly
acquired companies to formally welcome people, develop rapport, hear concerns
or understand the culture of the companies they acquired. If Yermakov had actively
done more to demonstrate that it wasn’t just acquiring businesses, but also the
human capital within those businesses, stakeholders would have been more aligned
around the changes brought about via acquisitions.
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CASE 8

Sample good answers to brainstorming questions

Q: People get unhappy about this or that at their jobs all the time — it’s normal. Why
is this such a problem for Yermakov?

A: People are the most important asset a company has, and when people feel
undervalued, they underperform and often leave the company. Yermakov just made
a huge investment in acquiring companies, and in this case the human talent,
networks and passion for the work are the most valuable assets they captured. If
Yermakov isn’t able to retain their acquired employees — something which may
require allowing company sub-cultures to flourish — it risks losing major potential

upside on its investment.
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CASE 8

Sample good answers to brainstorming questions

Q: Yermakov is making significant investments to change/upgrade its competitive
offering in the marketplace to include local fashion. Yet, very few people at
Yermakov seem to really understand what local fashion is. These same people are
ambassadors of the Yermakov brand. How can this be addressed?

A: This is where training comes in. Long-term Yermakov employees may not
become the company’s leading local fashion experts, but they can be trained on
key talking points and incentivized to identify synergies as a result of the
acquisitions. There can be professional rotations at local fashion
subsidiaries/acquired companies, site visits, etc. as well.
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CASE 9

Pharma Company Goes International, Outsources
Benefits, Integrates New Technology

Level of Difficulty: Medium to Hard

Case Similar to Cases at Firms: Deloitte Human Capital first- and second-round
cases

Topics Tested: international expansion, outsourcing, technology integration and
adoption, talent, training

Prompt: Waltham&Rose, a pharmaceutical company based and solely operational in
the US, has recently announced its imminent international expansion to Germany
and France. The company will be increasing its employee numbers by 50% as a
result of this expansion. To ease workloads and minimize complexity during this
growth phase, Waltham&Rose executives are strongly considering outsourcing
health benefits management. Executives have also decided to, for the first time,
integrate a cloud-based CRM software, which all employees (many of whom have
worked for Waltham&Rose for decades) will be required to use.
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CASE 9

Pharma Company Goes International, Outsources
Benefits, Integrates New Technology

Prompt, continued:

Waltham&Rose has sought out Deloitte Human Capital to develop and help
implement a seamless CRM technology adoption process, and to help ensure
new Europe-based employees feel they are a part of the Waltham&Rose “family,”
and represent the brand well.

The pharma industry has become increasingly competitive in recent years, with
peer companies having already invested significantly in global expansion and
technological advancements. Waltham&Rose executives feel they have no time to
waste in implementing the above changes.
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CASE 9

Clarifying Questions

Pro tip: Human Capital cases have much longer prompts that typical consulting
cases, and it’s important to remember what you’ve been told. Don’t hold back on

the note-taking!

Pro tip: The interviewee should take a moment to ask 1-2 insightful clarifying
questions. Then briefly summarize the case.

Sample Clarifying Questions and Answers

Are any Waltham&Rose senior executives planning to relocate to
Europe?

There have been some discussions about this, but as yet there is no
firm plan for any senior executive to relocate

Since the company has operated purely domestically for decades,
do that have any in-house expertise about European business
regulations?

No

You mentioned that some employees have worked for
Waltham&Rose for decades — what’s the demographic breakdown
of their workforce overall? In terms of age, in particular?

It's largely people in their forties and fifties, most of whom have
worked for the company for at least 10 years

Is there already a plan in place for outsourcing the healthcare
benefits?

No — and outsourcing is new territory for Waltham&Rose

KNOWLEDGE FOR ACTION
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CASE 9

Framework

Pro tip: The interviewee should ask if they can take a minute to gather their
thoughts (put a framework together)

Pro trip: The framework below is recommended for Human Capital cases in
particular

Sample of Strong Framework:
Key Business Issue(s)

Assess Implement Evaluate
Work stream 1 Activities Activities Activities
Data Sources Work Outputs Measurement Tools

Work stream 2 €

Work stream 3 “n
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CASE 9

Framework

Framework breakdown:

Business Issue: Use this as an opportunity to restate why you/your consulting team
has been asked to work with the client. What problems will you be solving?

Work streams: What approaches are you prioritizing to solve the client’s business
challenges? How will you break down these work steams into distinct phases
(assess, implement, evaluate)?

Pro tip: It is recommended to have three work streams. You can do more (suggest
no more than five), but be mindful that you have limited time to put your framework
together. To have the best of both worlds, stick to three and in the corner, have a
box for “Other Considerations.” This will show your interviewer that you’re aware of
other work stream potential, but that you also know how to prioritize.

Pro tip: Prioritize your work streams, and start with your most important one.
Explain why you think it’s the most important.
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