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This next candidate has an undergraduate degree from an Ivy League 

university in economics, and also has two years or so of consulting experience at 
more like boutique-type firms, so certainly not your Top 3 and not your Top 10, if 
I recall correctly. So you can get some sense of how someone with this type of 
background approaches this particular case. So with that, let’s go ahead and get 
started. 

 
Interviewer: The case I’m going to give you today is regarding a carwash company. The client 

runs a carwash business, and happens to be based in the United States. Let’s 
assume they have 100 locations, and currently they are located on the outskirts of 
residential neighborhoods. 

 
 The way the process works is a customer would drive their car to the facility, the 

customer would vacuum the interior of the car themselves, and then drive forward 
to a station where an attendant would clean certain portions of the car, and then a 
machine would clean the remainder of the car. It is a 3-step process. 

 
 Currently, the client’s primary objective is to grow its profits. The company is in 

the middle of considering a major technology investment to upgrade all its 
facilities – all 100 locations – to new equipment that is more cost-efficient and has 
higher capacity, so they can wash more cars in a given day. 

 
 I guess the question to start off with is: in determining this particular decision and 

advising them on this decision, what would be the important factors to consider? 
 
Candidate: I want to recap and make sure I understand. This is a carwash company in the 

U.S. with 100 locations. They want to grow their profits so they are thinking of 
upgrading their technology so it is more cost efficient, and also larger capacity. 
The question you want me to answer is: what important factors should be 
considered in making this decision? 

 
00:02:11 
 
Interviewer: That is right. 
 
Candidate: Can I take a minute to think through that? 
 
Interviewer: Of course. 
 
Candidate: I’ve outlined two main factors, and budgeted them on the internal and external 

factors to consider. In terms of external factors, I want them to look at the market 
and the competition. Under the market, I want them to think through how much 
the market is willing to accept to how many customers they have, and given this 
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new technology that could possibly increase their capacity, how many customers 
they would be able to capture, and if there is actually enough market potential to 
capture…to actually take advantage of this. 

 
 Then under competition, I want to see who their competitors are. If this 

technology upgrade that they are thinking of doing would also be copied by their 
competitors. So those are the two factors I would think through under the external 
factors – the customers and the competition. 

 
This is an example of a better opening than our prior candidate. A couple 

of things: 1) it has some degree of structure. The structure that has been presented 
is more than one layer deep, which is good and is exactly what you want to do in 
a case like this. However, the part that was missing is: it was a little unclear, and 
the candidate did not communicate why all the branches that exist in this 
particular issue tree or framework are necessary to test the hypothesis. 

So it’s useful that they went into more detail, but it’s not clear and not 
justified why that detail is necessary. So that’s the part that was missing and 
keeping it from being the strongest possible opening.  So in this particular case, I 
can’t tell whether the particular factors this particular candidate cited were the 
appropriate ones, because I didn’t hear the candidate’s rationale behind each of 
the areas.  

00:03:58 
What is important to realize in these case interviews is: particularly in 

structuring, there is more than one way to be right. As an interviewer, our job is to 
evaluate: is this candidate capable of performing on the job? It’s sometimes easy 
to lose sight of that. So there are many ways to be right. As long as the candidate 
uses one of the many ways to be right, then we would consider that acceptable, 
because they are going to get the right answer.  

So the reason for the rationale is: the particular factors this candidate 
mentioned could be right, but might not be. I can’t tell until you justify it, so I 
understand the thought process behind it. Quite often, a candidate will use an 
approach to solve a case or part of a case that is different than the approach the 
interviewer had in mind or written down. And just because your answer differs 
from the one in the answer guide, if you will, does not necessarily mean it’s 
incorrect. It could be equally accurate, just different. So the interviewer’s role is 
to figure out which category your answer belongs in. Is your answer truly just 
incorrect and flawed? Or is it correct, but different than what I was expecting? In 
which case, I have to think a little bit, and can probably give you full credit for 
that.  

So that’s why that rationale is very important in general, as well as in this 
particular case, that rationale is necessary, because in an interviewer-led format, 
you don’t have time to reveal your rationale as you go. In the candidate-led  



Case 6 – Car Wash – Ex 2 
 

 
 
© Victor Cheng Page 3 of 36 
All Rights Reserved 
 

format, where you have more control over your timing and schedule within the 
case, your intentions and rationale usually becomes evident, based on how you 
analyze the case.  

But here, the structuring piece is very discreet. There is a set five- or six-
minute window where you need to structure that problem. Then that ends, and 
you have to move onto the next piece of the case, which is sometimes very 
different. So you don’t get the advantage of letting your thought process reveal 
your thinking. You actually have to be explicit about it up front, so just something 
important to keep in mind. 

 
00:05:58 
 
Interviewer: Okay. 
 
Candidate: In terms of internal factors, I would want to look at what other costs, apart from 

just the cost efficiency of the technology. Are there any other costs included by 
upgrading the technology? Are there any other costs that they would incur? Then 
on the second part, I would like to look at how this is going to affect their current 
business? I would want to look at the company, and understand how this new 
technology upgrade is going to change their organization. 

 
Interviewer: So two questions, just to clarify on my end. You mentioned on the internal side, 

you wanted to look at costs. Which types of costs or specific costs were you most 
interested in? 

 
Candidate: You mentioned this technology upgrade would be more customer efficient. The 

way I understood that was it would be more cost efficient in terms of the 
technology we have, so I wanted to investigate the cost more, to understand if that 
covers everything, including labor and all the other costs. 

 
Interviewer: Okay, and then you talked about how it would impact the current business, as 

another internal factor. What did you mean by that? 
 
Candidate: I wanted to see if they have the capabilities to support this new technology 

upgrade, if it is going to disrupt their current business. I wanted to see how this 
would affect how the company is currently structured, and see if it will be an easy 
change to implement.  

 
Interviewer: I see. I’m curious… let’s talk about competition for a second. You mentioned you 

wanted to identify who they were, and in particular, whether the competition 
would follow suit and copy the technology investment. Let’s assume they would 
copy it, and let’s further assume in a later scenario, they wouldn’t. Why would 
that factor matter, and how would it matter if it does? 
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Candidate: So what happens if they do copy it and what happens if they don’t? 
 
Interviewer: Yes. 
 
Candidate: In terms— then just to clarify, the question you want me to investigate is: how 

would this affect the company if they did copy it, and if they didn’t copy it? Is 
that correct? 

 
Interviewer: That’s correct. I’m trying to figure out why you think that’s relevant – that 

information. 
 

Here I am testing the candidate’s rationale and justification around the 
structure to see if it exists and whether or not I agree with it. 

 
00:08:06 
 
Candidate: Okay. In terms of if the competitors do copy the technology – I’m guessing that if 

they do copy it, then they will also incur the benefits of it. So their costs will also 
go down. If that happens, I’m estimating their prices could also potentially come 
down. So this would just make prices come down all throughout the industry.  

 
 This would affect our client because they would no longer have that initial 

advantage of lower costs, giving them more profitability. 
 
Interviewer: Great, and what if the opposite were true? 
 
Candidate: If the competitors don’t copy the technology, then we would maintain the 

advantage of having lower costs, more leeway to potentially get more profits just 
from leaving our price constant with the market, and we would even have more 
leverage in terms of reducing our price and potentially get more customers. It 
would give us a lot more wiggle room, in terms of what we would be able to do to 
grow our profitability, which is what they are concerned about. 

 
This last statement let me critique; I have four observations I want to point 

out on this last statement. My first observation was, “Okay great, this candidate 
actually does have a rationale for why certain things were asked for.” So that is 
positive. 

Second, the rationale the candidate stated made sense to me. It was 
logical, so that too was a positive observation. Third, it would have been better 
had the candidate stated all this up front without me having to ask, and so that’s 
an opportunity for improvement. And fourth was: what I didn’t notice very clearly  
was a strong link to a hypothesis. So you can have a rationale for why you want to 
know something, but it’s useful to tie it back to a particular hypothesis and 
explain how it would test or not test a particular hypothesis.  
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So I think that portion of this last explanation was missing, and it shifts it 
from, I would say, a reasonable argument or statement, to one that is exceptional 
– is that last piece of justifying the rationale and linking it back to the hypothesis. 

00:10:00 
Again here…overall, by the way, this case I would consider – on the U.S. 

grading scale – a B or maybe B+ level performance. So on a scale of 1 to 100; I 
would consider this case probably in the mid-80s. So what I’m trying to do here is 
point out what is different between this particular performance versus someone 
who scored in the 95 percent, or did a case perfectly, to the extent that that’s 
possible. So here in this particular case, it was not linking the statement back to 
the hypothesis (was the big one), and not stating this particular last statement up 
front and more proactively. 

 
Interviewer: So does either scenario – would it cause you to change your mind about whether 

to invest in this technology or not? 
 
Candidate: Since the company’s main goal is to grow their profits, I would say the situation 

where the technology is proprietary and our competitors cannot copy it would be 
the most beneficial. So if there was something we could do to ensure that, it 
would be ideal. 

 
 But in the case where the competitors can copy the technology, I would want to 

investigate that further, just to understand all the ramifications before I advise 
them to grow the profits. 

 
 My initial assessment would be it wouldn’t be profitable, but it does require more 

investigation. 
 
Interviewer: Okay, I see. Let’s talk about costs, because you mentioned that as one area. What 

would you consider, based on a best guess, what do you think the major costs 
components are for a business like this? 

 
Candidate: In that arena, I would want to break down their costs – first I would want to look 

at their fixed costs, and then their variable costs. Under their fixed costs, you 
mentioned that it is a type of business where they have 100 locations, so they do 
have real estate, in terms of fixed costs. Then they have machinery, because you 
mentioned there is an attendant and then also the technology. So those are two 
main buckets I have under fixed costs – the real estate and the machinery. 

 
 Then under the next bucket, the variable costs, I have their labor and then I’m 

going to put…sorry, I missed something. Under fixed costs, I’m also going to put 
overhead, which is included in the real estate costs.  

 
00:12:00 
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 So under fixed costs, I have the real estate, overhead and machinery. And under 

variable costs, I have labor and I also have raw materials, but this would be stuff 
like soap, brushes or whatever they use to clean the cars. 

 
Interviewer: We’ll call it supplies. 
 
Candidate: Okay.  
 
Interviewer: Given the client’s objective, of these various costs, which type do you think 

would be more important to understand, and which components in particular, and 
why? 

 
Candidate: Can I take a minute? 
 
Interviewer: Sure. 
 
Candidate: There are two sides of this.  On the one hand, in terms of their machinery cost, 

that is definitely going to go up because they are going to be upgrading their 
technology. But on the other hand, in terms of their variable costs, labor for 
example, that is going to go down because it is more cost efficient, and they are 
moving towards a more technology-based type of production, versus manual. 
Then they wouldn’t need as much labor cost. 

 
 So that is my assumption so those are the two major costs that I would be most 

concerned about – the machinery going up, and the labor going down. 
 

Here the candidate made a very strong and concise statement, which I 
thought was quite clear. 

 
Interviewer: Okay. How would your recommendation be altered, based on the magnitude of 

those changes? Give me some sense of what you’re looking for there. 
 
Candidate: I want to know that the amount that the machinery is going to go up by is going to 

be offset by the amount that the labor is going to go down by. I want to know that 
if we spend all this money on upgrading the machinery that we can recoup it by 
reducing our labor costs, or by increasing our profitability. 

 
Here the candidate makes yet another very concise statement. What is nice 

about these concise statements is it clearly reflects logical, clear thinking. It is 
very hard to say something concisely if you’re confused. So part of the way 
interviewers will evaluate your thinking is to evaluate how you communicate 
about your thinking. So far, these last couple of statements have been quite strong 
from this particular candidate. 
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00:13:53 
If I had to be picky (of course, which I’m always picky), then I would say 

again, the one part that was missing is that I had to ask for this information. It 
would have been better for this candidate to have stated it proactively. Again, 
that’s the difference between say an 85 percentile performance versus a 95% or 
higher. 

 
Interviewer: Great, that makes sense.  
 
 If you can now refer to Exhibits 1 and 2 – take a minute to go through it carefully, 

with the following question in mind. Based on those two exhibits, what insights, 
observations or conclusions can you make about the data? So not just tell me what 
is on the page, because I can read it, but what does it mean and what is its 
significance? 

 
Candidate: Okay, I’m going to take a minute and look through it. 
 
Interviewer: Of course, feel free to. 
 
Candidate: Looking at both exhibits, the first thing that jumped out for me in Exhibit 1 was: 

the weekend load is more than the weekday load. 
 
 Then in terms of Exhibit 2, the thing that jumped out was: the equipment loan cost 

is zero, so at the moment, they are not incurring any costs when it comes to 
machinery. All their cost is coming from labor or real estate, and water and 
electricity. 

 
 Those are the two main things that jumped out at me. When I look at that, the 

significance for me is that if they do decide to do this technology upgrade, their 
cost structure is definitely going to change, because they will have this new fixed 
cost coming in at the equipment loan cost. Whereas, for the labor costs – if it can 
potentially go down, that would be good.  

 
Here the candidate makes yet another insightful observation, also stated 

concisely. Let me give you the impression I have overall. It’s very clear to me, at 
this point, that this candidate could do the job. Now that’s different than  
giving this particular candidate the offer, because the process is competitive, and 
depending on the caliber of the firm, the firm can have its choice of getting the 
best performers, rather than just those that are qualified. 

So my impression so far is that this candidate could very much do the job. 
And we’ll see now how well the candidate progresses on the rest of the case, but 
clearly this person can speak very concisely and very precisely, which is a very 
good indicator of clear thinking. 
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00:16:06 
 
Candidate: As to the variable costs, I would have to look through and understand the 

breakeven points, to understand if this would actually be profitable. I’m a little 
concerned that they don’t have any equipment costs at the moment and they 
would be bringing that cost in; whereas, the labor – we’re not sure how much it 
will change by. 

 
Interviewer: Okay, so it sounds like you have pretty high certainty that fixed costs will go up, 

and there is a question mark whether labor costs will go down enough to offset 
that very real fixed cost increase. 

 
Candidate: Yes. 
 
Interviewer: Okay. Any other observations about the business? 
 
Candidate: I guess there were a few questions you raised. One, I noticed on Saturdays and 

Sundays, they do 100, and Monday through Friday, they do 40. It was interesting 
to me.  I’m guessing they do that because during the weekends people have more 
time, so they can bring their car to the carwash. 

 
Interviewer: Yes. 
 
Candidate: I was just wondering if there was any way they could exploit that difference, but 

that was the only thing that came to mind. 
 

I thought this was an interesting thought, an interesting observation and 
insight. 

 
Interviewer: Okay.  
 
Candidate: It does look like the daily costs are always $600; whereas, they are making a lot 

more money during those weekends, even when they are incurring the same costs 
all throughout. So that was the other thing that jumped out at me is if there was 
any way they could do something to adjust their daily costs for those weekdays, 
where they are not at full capacity. That was the only other thing. 

 
This one too is also an insightful point – well articulated and stated in 

fairly simple terms. By the way, on all these comments that I pointed out as being 
concise or insightful, it is worth rereading them or re-listening to them to 
understand why they are that way. What you’ll notice is: it conveys a very clear 
message in extremely few words. What you’ll find in concise statements is that if  
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you look at it literally word by word, rather than looking at the statement as a 
whole, you will find that there are a lot of words that are in there that really 
cannot be removed from the statement without changing its meaning, which is 
ultimately the definition of being concise. 

00:18:11 
So what you have to do, in practical terms, is: you have to think of your 

answer in your head silently to yourself, then separately think about how you’re 
going to say it. That is essentially the process I use.  A thought will occur to me, 
and I’ve trained myself to resist the temptation to just say it out loud and blurt it 
out. But a thought will occur to me, and I’ll pause mentally for a second and say, 
“What is the best way for me to communicate that point?” I’ll pause and think 
about it, and then I’ll actually state my point. 

So it’s harder – it adds an extra step in the process, but from a client’s 
standpoint and an interviewer’s standpoint, it’s much easier to understand when 
communications are formatted and organized in a very particular way. 

 
Interviewer: Okay, I agree with that. I’m curious – do you think this business is profitable? If 

so or not – how come? 
 
Candidate: Can you give me a minute to crunch some numbers? 
 
Interviewer: Sure. 
 
Candidate: The price of a carwash is $10 each, and in a week, they do 400 carwashes. So they 

make $4,000.  Then their weekly cost is $4,200. At this point, they are operating 
at a loss of $200 a week, so it’s not profitable at the moment. 

 
Interviewer: What implications, if any, does this have on whether or not this investment is a 

good idea? 
 
Candidate: The first thing that comes to my mind is: where are they going to get the capital to 

pay for the new machinery, because it doesn’t look like they are making money at 
the moment. I would want to investigate to see if potentially there is anything they 
can do to find a way to become more profitable. 

 
00:19:55 
  
 I’m breaking out the profitability into two sides – their costs and their revenue. 

And in terms of costs, I would want to look and see how we can reduce costs; and 
in terms of revenue, I would want to see how we can increase revenue. 

 
 On the costs side, you mentioned this new technology would reduce their cost and 

make them more cost-efficient. If you mean they can pay for it, then that is good.  
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But other than that, I would want to see if there are other ways they could reduce 
their cost. 

 
 For example, you mentioned they had 100 locations, and so maybe some of these 

costs they incur from all the different locations isn’t worth it.  So I would want to 
see if there is anything we can do to eliminate our real estate costs, without 
affecting our revenue. For example, if their outlets are in residential areas, if there 
is one that could service— sorry, can I take a minute? 

 
Interviewer: Sure. 
 
Candidate: The point I was trying to get to was: I want to see how we can reduce their costs. 

In terms of reducing their costs, we can look at each of the different costs. For 
example, labor costs per employee is $150, so I would want to see if maybe 
during the weekdays when we’re not that busy, if we can run with just one 
employee and potentially reduce costs along that line. So see if we can do 
anything to reduce our variable costs, since it doesn’t look like in the short-term, 
we would be able to reduce our fixed cost. So that would be my first thought, in 
terms of costs. 

 
 Then in terms of the other side, on the revenue side, again it does look like we’re 

not bringing in as much revenue on the weekdays, so I would to see if we can do 
things to increase that revenue. 

 
Here the candidate did something very interesting, which I have not seen 

very often. As the candidate starts making a statement, midway through the 
statement, the candidate realizes it wasn’t very good. So the candidate asked to 
pause, and basically starts over, which was interesting. I’m trying to decide 
whether I liked it or not. I think overall I did, because the second attempt was 
quite clear, and much better than the first attempt. The main difference was: it was 
very specific in the points it was referencing, and the particular facts it was 
referencing.  

00:21:56 
So I think from my standpoint, I thought it was good that this candidate 

did that, because I now know that this candidate is capable of thinking this way.   
And perhaps they just started off incorrectly, but at least they noticed it and 
corrected it themselves. Overall, that still left a favorable impression that I had 
with the candidate from this last particular set of questions. 

 
Interviewer: Great, and now let’s look at Exhibit 3, and I want to give you a couple of different 

scenarios, and have you do a few computations for me.  
 

Here we’re going to transition and start doing some math problems.  
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Interviewer: Assume the number of carwashes each week remains the same, completely 

unchanged, the question is: what is the profitability under the current technology, 
what is the profitability under the new technology, and should the client invest in 
it, under these conditions? 

 
Candidate: You mentioned the number of carwashes they do in a day stays the same, so they 

are still only going to do 400 washes in a week. Is the price going to change or 
stay the same? 

 
Interviewer: Let’s assume the price stays the same. 
 
Candidate: Okay in that case, it looks like the revenue will stay the same, whereas their cost 

will go up. With the new technology, they will have a loss of $550, instead of a 
loss of $200. 

 
Interviewer: How many carwashes would they have to sell in addition each week, in order for 

this investment to at least break even for the business overall? 
 
Candidate: Can I take a minute to calculate? 
 
Interviewer: Sure. 
 
Candidate: So you said: how many additional carwashes would they need to do in order to 

break even? 
 
Interviewer: Correct. 
 
Candidate: Their current weekly cost is $4,550, so we need to decide how many cars they 

have to wash in order to get to that revenue. You mentioned each carwash costs 
$10, so they would need to wash 455 cars. 

 
Interviewer: Okay, got it. Now let’s play with some scenarios. If the company decides to 

increase its price per carwash by $2 – from $10 to $12 – and they notice their 
sales volume drops by 10%, what would the weekly profits be under the current 
carwash technology, compared to the weekly profits with the new carwash 
technology? 

 
00:24:10 
 
Candidate: If I’ve gotten this right, you said the price will increase from $10 to $12; whereas, 

due to this price increase, sales will drop by 10%. You want me to calculate what 
the difference in profitability would be between the current technology and the 
new technology, given these parameters? 
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Interviewer: Yes, I want to know the profit under each scenario, and then which one is more 

attractive.  
 
Candidate: Under this scenario, with the current technology, before, they could wash 400 

cars.  And we know sales will drop by 10%, so it will drop by 40 cars, and they 
will only be able to wash 360 cars. They are going to charge $12 for each car, and 
so now they will make revenue of 360 x 12, so that will be… $4,320 would be the 
new revenue. The costs stay the same, so that is $4,200, so they would be making 
a profit of $120 under this new scenario with their current technology. 

 
 Whereas with the new technology, a 10% drop in volume at 400 carwashes a 

week, they still will do 360.  I want to confirm – even when we’re calculating the 
new technology, we’re still using the same sales volume, it’s not increased 
capacity? 

 
Interviewer: Under the new technology, the assumption is: price increases by $2, and the 

number of carwashes per week declines by 10%. 
 
Candidate: Okay, so again we’re still working with that 360 carwashes a week at the same 

price of $12. So they have the same costs, so they have the same revenue of 
$4,320 whereas, their cost is $4,550. So they would be operating at a loss of $230. 

 
Interviewer: What do you think about that? 
 
00:25:56 
 
Candidate: It looks like if we increase prices by 20%, it would still be preferable to stay with 

our current technology, because we would be operating at a profit with the current 
technology; whereas, we would be operating at a loss with the new technology. 

 
 So if these parameters are given, I would recommend they stay with the current 

technology. 
 
Interviewer: What do you think is going on here that makes your conclusion true? What is 

driving this particular outcome? 
 
Candidate: It’s because the costs haven’t changed. There are two things happening here: on 

one end, our revenues will be the same with both technologies.  But our costs will 
have gone up with the new technology. So because of that, our profitability would 
take a dip. If there was some way to maybe reduce our cost with the new 
technology, or increase our revenue with the new technology, then we would have 
a chance at making it profitable. But the current situation – with the way volume 
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goes down with an increase in price and then our revenue goes down, it doesn’t 
look like it would be profitable. 

 
Interviewer: Let’s do another scenario, and this is a little different. Let’s try to go in the other 

direction and say price is decreased by $1, from $10 to $9, and let’s further 
assume that the daily volume of carwashes sold increases by 30%, but only on 
days where there is enough capacity to wash the additional cars. 

 
 What would the weekly profit be under the current technology, compared with the 

new technology? 
 
Candidate: If I understood correctly, the price goes down by $9, and then on days when our 

capacity can accommodate it, the volume increases by 30%. 
 
Interviewer: Yes, and to be clear, prices go down by $1 to $9. 
 
Candidate: Okay, so what I want to find out now is… I want to crunch some numbers and 

understand how this is going to affect the number of carwashes we do during the 
week and how many during the weekends, under both scenarios. I’m going to 
block this out, and I’ve drawn something here that I’m looking at for the current 
technology, and then also for the new technology. 

 
 First, I’m looking at how this affects the weekdays, and then how it affects the 

weekends.  
 
00:28:03 
 
Interviewer: Okay, that sounds good. 
 
Candidate: Under the weekdays, for the current technology, you said price is now $9.  And 

then we need to calculate what our volume would be, in terms of carwashes. Let’s 
see, on the weekdays, they do 40 carwashes a day, and we have a capacity of 100. 
There is definitely room to grow by 30%, and 30% of 40…give me a second… so 
the number of carwashes per day increases by 12, so it is now 52, and they can 
now wash 52 cars in a day. So now I need to calculate what it is for the weekend, 
before I total what it will be for the whole week. 

 
 So we price at $9 on the weekend, and our capacity can’t change, because we’re 

at capacity at 100 cars. It is still going to be 100 cars. So if I total that all up, so 52 
x 5 is 260, so 260 plus 100, so all together they are going to wash… sorry, 200, so 
260 plus 200 will give me 460.  

 
 So given this price of $9, they will wash 460 cars with the current technology. So 

I’m going to take a break from that and move to the new technology to crunch the 
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volume numbers. So with the price of $9, we now have a capacity of 150, so on 
the weekdays, the cars will go up by 30%, so that’s the same as before and will be 
52, and all through the weekdays it will be 260; whereas, on the weekends, we 
still have capacity to grow, so instead of 100 cars washed, we’re going to do 30% 
of that, so they will do 130 cars a day, which is 260 cars for the weekend 
combined. 

 
00:29:49 
 
 So all together they will do 520, so they will wash 520 cars. So under the current 

technology, our revenue is now going to be $9 x 460 carwashes a week, which 
would give 4,140.  Whereas, for the new technology, it would be 9 x 520, which 
would give $4,680.  

 
 So in terms of profitability, our cost for the current technology was $4,200, and 

our revenue is $4,140, so we’re at a loss of $60.  Whereas, for the new 
technology, our revenue is $4,680, and our costs are $4,550, and so we’re making 
a profit of $130.  

 
 Given this new scenario, where the demand for our carwashes increases with the 

price drop, we would be more profitable operating under the new technology than 
the current technology. 

 
Interviewer: Okay, got it. So given that information, if you were to step back for a moment to 

consider a wider range of information, what other factors might you want to 
consider before making a final recommendation as to whether or not the client 
should proceed with this particular investment decision? 

 
Candidate: Can I take a minute to think? 
 
Interviewer: Sure. 
 
Candidate: I think given the exercise we just went through where we played around with the 

price and demand, it looked like – there are two things in particular that came to 
mind that I would like to investigate further. One was the customer, so I would 
want to really understand the market demand for carwashes. I would want to see 
what the market size was, how many carwashes would we logically be able to 
capture in a week, given market scenarios.  

 
 Secondly, I would really want to understand price sensitivity. So I would want to 

know how sensitive our customers would be to prices, and see how much leeway 
we have to play around with pricing. 
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Interviewer: I definitely agree with you on both of those. Any other factors you would 
consider? 

 
00:31:52 
 
Candidate: Apart from just understanding customers more, I would also want to look at 

competition, to see who else operates in the locations we operate in, how many 
customers they have, what they are doing differently, and see if there is anything 
we can copy from them. I want to look at the dynamics in their business to 
understand what the competitive response potentially would be, if we did decide 
to go ahead with the new technology. 

 
 So I would look at the customers, the competition, and I would also want to 

understand this technology more, in terms of how proprietary it is. So those would 
be the three things I would want to look at – the customers, competition and then 
the technology itself. 

 
Interviewer: Great. Let’s say you have been working on this client’s engagement for a while, 

and you run into the CEO of the client company in the elevator. She asks you, 
“What have you learned so far? More importantly, what do you recommend we 
should do, given what you’ve learned so far?” What would you say? 

 
Candidate: Can I take a minute to gather my thoughts? 
 
Interviewer: Sure. 
 
Candidate: Given the current market environment, I would recommend that they don’t go 

ahead with purchasing this new technology. This recommendation is based on 
three things. First is: it seems that at current market demand, we wouldn’t be 
operating at a profit if we did purchase this new technology. Second is: this 
technology would significantly increase our cost structure.  And lastly would be: 
even if we did…sorry, I’m going to do that again. 

 
Interviewer: No problem.  
 
Candidate: I would recommend they don’t go ahead and purchase this new technology for 

three reasons. First is the customers; second is potential revenue from it; and 
lastly is costs.  

 
 So first, in terms of the customers, it doesn’t look like we have an excess amount 

of demand for carwashes that we haven’t been able to meet. So I wouldn’t 
recommend that we go ahead with this. In terms of revenue – the revenue does 
seem highly dependent on the number of customers, and so I would be hesitant to 
advise them to go ahead with technology if there is no change in the customers. 
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Finally, in terms of cost, this new technology would significantly increase our 
cost structure, without necessarily increasing our revenue. 

 
00:34:08 
 
 So unless we can find more evidence that the demand for carwashes is rising and 

we could potentially be at excess capacity, I wouldn’t recommend they go ahead 
with the purchase. 

 
Here, the candidate’s second attempt at synthesizing was better. I think the 

candidate rescued an otherwise… a statement that was not as good. There are a 
couple of points here. First of all, I wouldn’t apologize. If you’re going to state it 
all over again, I would say something like, “Excuse me, let me try that again,” or 
“Let me rephrase that a little more clearly.” So state it as matter of fact, rather 
than apologize, because apologizing puts you in a subordinate position. If you 
truly offend someone by doing something, then you clearly want to apologize. But 
if you just want to say something to start over again, then I don’t think it’s worth 
apologizing, because it kind of changes the dynamic around power. It’s better to 
say, “Excuse me, let me try stating that one more time more clearly.”  

I’ll do that from the stage, by the way.  Sometimes in the middle of giving 
a speech, I’ll listen to myself say something and I’m like, “what the heck am I 
talking about? It makes absolutely no sense.” I’ll stop and I’ll say, “Let me say 
that differently,” then I’ll say it with a little more thought and care this time and 
try to say it a little more clearly. So that’s the technique I would suggest in the 
event you ever have to restate something. 

The structure was better, but overall I disagree with some of the 
supporting points. I didn’t think they were precise enough and we’ll cover more 
of that in detail in a few moments. 

 
Interviewer: Okay, thank you. Nice job. Why don’t we do a debrief. I would say overall, it was 

fairly strong. There are certainly some areas you can work on improving, but in 
terms of the core skills, definitely very logical, very analytical. The business 
acumen I think was there, so you were worried about the right things. 

 
00:36:05 
 
 Mostly what I would suggest working on would be more presenting and 

structuring and organization. So more on the communication side, than on say 
math or logic or analytics. By the way, I’ll point out that – particularly in this 
format, which is a little more interactive than some of the interviews you may 
have heard me do in the past – it is one where the process is somewhat broken up, 
and I’m sort of taking you from one section to another and another. So what 
happens is there is less of an opportunity for the interviewer to see you shift from 
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one logical dead-end on a framework issue tree and move to the next issue, so 
there is less option to see that. 

 
 What ends up happening is that: to make a determination, the interviewer really 

must look at more of the synthesis, the communication and the structure, the setup 
of the structure, because there is less analytics to evaluate. Does that make sense? 

 
Candidate: Yes. 
 
Interviewer: So your math was very strong.  Generally the difference between an A grade, B 

versus C grade: people who get a C grade are the ones where the math escapes 
them, and they’re not able to do it consistently without error.  And I did not see 
any mistakes that you had made. I would say a B-level performance would be one 
where you hit all the math, you had all the right points and you brought out some 
good insights, which you did. So I would probably put you at a B+. 

 
 Then the difference between the B+ versus an A is a just little more precision. I’ll 

walk you through the specifics in a second, particularly around structuring and 
synthesis. 

 
 I would say your performance would very likely pass a first round, based on what 

I heard, but it kind of depends on who else is in the competitive pool. Probably 
not pass a final round, but if you missed, you would miss by very little. So it is 
certainly within your ability to improve and to perform at that level. So that is the 
big picture. 

 
00:38:05 
 
 Let me go through each step, and if you have questions, feel free to interject. First 

off…any general questions about the overview, before we jump into specifics? 
 
Candidate: I just want to get your insights, in terms of the structuring and presenting. I have 

gotten feedback about that, and I wanted to get…I think for me, some of the 
problems I have with structuring is: I have all these ideas, but I don’t want to just 
“laundry list” them to find the right buckets. I’m always worried it won’t be 
complete. 

 
Interviewer: Yes, so let me walk you through what you did, and then I’ll give you some 

feedback, and I’ll answer your question after I give my feedback.  I think my 
feedback will address most of your question. 

 
 I think on the structure, there is a way you can explain your structure that I think 

would be beneficial. When you mention the things you want to look at, what you 
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don’t do consistently enough and with enough precision, is explain why you want 
to know that piece of information, and how it would alter your recommendation. 

 
 Now when I asked you about your structure, you had thought about it or were able 

to think about it, and you gave the right answer. But it would have been better had 
you had proactively mentioned it. For example, we talked about internal factors 
and costs, and you said, “fixed and variable.” Then I had to prompt you around 
“what are the components of that,” which I think that was fine. 

 
 Then you ultimately concluded that there would likely be an increase in fixed 

costs related to machinery, and you would anticipate a decline in labor costs. I 
think you got it exactly right on the cost branch, which is: does labor cost savings 
outweigh the increase in the fixed costs? So that was the right relationship you 
identified.  

 
 So you had a clear justification for looking at that. It would be useful if you had 

an equally clear, as well as proactive, explanation for your rationale behind each 
of the areas you asked for. So the external factors, for example, you said you 
wanted to look at the customers, the market, and then the competition. On 
customers, you said, “How many customers do they have, and is it growing?” 
What you would need to do is add a sentence or two after that, to explain why that 
would matter. 

 
00:40:07 
 
 For example, you could say, “One of the factors I want to look at it is externally. I 

want to look at the customers, as well as competition. I want to know if the 
market is growing or staying flat, because if the market is growing, then the 
rationale for the client’s investment to increase capacity, presumably to keep up 
with market growth, might make sense. But if the market isn’t growing or is in 
fact shrinking, well that suggests that perhaps the capacity may not be needed. I 
want to test that – that’s why I want to know that information.” 

 
 On the competitive side, you wanted to know who the customers were, and I think 

you said you wanted to know if the competitors would copy the investment. “If 
the competitors did copy the investment, then we know that this investment is 
really necessary to keep up with the competitors, but wouldn’t necessarily 
improve profitability.”  

 
 “However, if the competitors aren’t able to copy, then it suggests this investment 

is one of opportunity – not of catching up, but pulling ahead. So it might 
potentially alter the strategic rationale behind that. So without knowing what the 
competitor is likely to do, it is a little hard to answer that portion of the question.”  
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 You see the additional sentences that truly explain the rationale? 
 
Candidate: Yes, that’s really good. I get that. 
 
Interviewer: Were you thinking of it in your head, but didn’t say it out loud? 
 
Candidate: Yes I was; I get what you mean. I wasn’t really contextualizing points. 
 
Interviewer: Yes! Why I think this is an opportunity for you is because when I ask you, you 

give the exactly right answers. So your thought process is excellent. You have a 
real grasp of: what is the core issue. The problem is I have to ask you about it. If 
you can identify it proactively and lay out the rationale, particularly in this 
format… the feedback I’m getting from others who have gone through it is that 
there is a really high weight placed on answering that first question correctly.  
Anyone can list factors, but what people aren’t doing, particularly on this one, is 
listing all the most important ones and then explaining the rationale.  

 
00:41:57 
 
 In this format in particular, I think it’s useful to list all the key factors.  And I 

think the rule of thumb is: if it is important enough that it would likely change 
your answer, then it’s worth including. If it would be unlikely to change your 
answer, then you either don’t include it, or you mention it but say, “I don’t think 
it’s that critical for this reason, but I included it to be thorough.” 

 
 So you can see how if I lay out the entire structure this way with all the rationale 

for each piece, it becomes easy for an interviewer to see you were able to think 
through from a 30,000 strategic level down further, and see each component of 
your analysis, and see how, given all the information you wanted and your 
rationale for wanting it, you could come up with a very clear picture as to whether 
this decision made sense or not. 

 
Candidate: Okay. 
 
Interviewer: My guess would be: given that information, you probably would come to the right 

conclusion, but it is a little bit of a guess, and I’m not 100% certain, because you 
didn’t demonstrate some of the rationale. 

 
Candidate: Okay. 
 
Interviewer: Also, particularly in this format, I think it’s useful to state the hypothesis up front. 

Did you have a hypothesis before you laid out your factors? Did you have one in 
mind, even if you didn’t say it out loud? 
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Candidate: Not at the beginning stage, but I think when we dug deeper, like when I saw the 
exhibits, then I had a hypothesis. 

 
Interviewer: Okay. 
 
Candidate: At the beginning, I wasn’t sure if they should purchase the new technology or not.  
 
Interviewer: Let’s assume they should not, and let’s assume that was the hypothesis.  Would 

your structure or your explanation of your structure have been any different? 
 
Candidate: Are you asking would I have considered different things, or looked at different 

things first? 
 
Interviewer: Would you have considered different things, or would you have considered the 

same things but had a different reason for asking for it? 
 
Candidate: Yes. Actually I think going into it, it wasn’t a hypothesis, but I think I was hoping 

they would purchase the technology. In my head, I was trying to think through 
what the benefits of the new technology would be.  I started thinking about the 
cost savings and potential revenue first. Maybe I was somewhat predisposed 
but… 

 
00:44:05 
 
Interviewer: Here is what I would suggest.  I would say…I’ll back up for a second. In a 

candidate-led interview, it’s okay to delay the hypothesis for a few minutes to 
gather some data, because you can make a more intelligent hypothesis with some 
data. 

 
 In this format, the interviewer-led format, you don’t control the process, so you 

don’t know if you’ll have time to state a hypothesis later, or if it will make sense 
to, because it is so abbreviated. In the interview-led format, I would state the 
hypothesis right from the beginning, and it doesn’t matter if it’s right or wrong, it 
is irrelevant. What it does is it forces you to justify why each piece of your 
structure would support or disprove that particular hypothesis, and you have to 
explain how and why that would be the case. 

 
This is a really important point I want to place some emphasis on. By 

stating the hypothesis up front, I find for most candidates, it forces them to think 
about whether their framework issue or tree is relevant to the hypothesis and how 
it would test that hypothesis. 

Too many – too many candidates, and this drives me absolutely crazy –  
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too many candidates, and even the ones I’ve trained, even the ones that look over 
my shoulder, they still make this mistake, quite a high number of them. It’s very 
important that your hypothesis be tested.  

I recently got an email from a candidate that did not do well on an 
interview with a Top 10 firm. He got thrown a case that was a little bit different 
than what he was expecting, and actually he misunderstood the question initially, 
and was a bit frustrated that he didn’t perform better, and sent me an email to 
complain a little bit. I asked one question, which was: what was your hypothesis? 
It turns out he didn’t have one. So he didn’t have a strong hypothesis, and then 
when you look at the issue tree structure, it was incorrect.  But it’s hard to have a 
correct issue tree or framework structure if you don’t know what the hypothesis 
is. The case was— he performed very poorly on the case. 

00:46:04 
If you trace it back to the root cause, an awful lot of times, the root cause 

issue is: no hypothesis. So it’s very important to state that, because it just forces 
you to think about whether the issue tree that you’re going to put behind the 
hypothesis is one that is actually relevant to testing it. 

 
Interviewer: Let’s say your hypothesis was, “This is a good idea to invest.” How would you 

explain your rationale for looking at— on the external factors, you wanted to look 
at customers. What would you look for under customers, and what specifically… 
how would that relate to this being a good idea? 

 
Candidate: Assuming it was a good idea, I wanted to see how this new technology would 

increase the number of customers we could accommodate, and increase the 
volume of customers going through, and give us potentially higher revenues. 

 
Interviewer: Okay, and just as a coaching point, you would also want to say, “If there were 

more customers to serve, or customers we were unable to serve because of 
capacity that we could now serve, both of those would positively impact revenues, 
and we would see a revenue benefit from this technology, which would support 
my hypothesis that this is a good idea.” 

 
 “However, if there aren’t any customers, or we’re already getting all we can, then 

the additional capacity has no benefit, which might push us against this 
recommendation.” You see how that works? 

 
Candidate: You phrase it really well. Yes. 
 
Interviewer: It is saying both sides and— here is the thing. I’m pretty sure you’re thinking it, 

but I think you need a little more practice saying out loud the rationale on both 
sides. 

 
Candidate: Okay. 
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Interviewer: And it’s easier to do, if you have a hypothesis that you said out loud. The 

interviewer will say, “How does that relate to your hypothesis?” So if you forget, 
the interviewer, without penalizing you, could prompt you and say, “How does 
that relate to your hypothesis?” 

 
 Also, if you state a hypothesis out loud, I think one of the hesitations people have 

is they are reluctant, because they are afraid the hypothesis might be wrong 
because they don’t know a lot of information. It doesn’t matter if the hypothesis is 
right or wrong, because as long as your structure and your data can prove it one 
way or the other. 

 
00:48:03 
 
 So I find it is easier if people tend to remember to justify what they are asking for, 

in terms of data and the structure, if they feel they have to defend a hypothesis, or 
explain how they would test it. 

 
Candidate: Yes, that makes sense. I can see now why you always advise about a hypothesis. 

If you’re thinking about it, then you want to justify it. 
 
Interviewer: Yes, and what happens is: it is not a mistake, but it is a subtle habit that is sort of 

counterproductive, where if you don’t have a hypothesis, people tend to forget to 
justify, and as the interviewer starts asking questions, they forget that ten minutes 
have passed, and they’ve never actually stated a hypothesis. Then at the end, they 
are like, “Oh I forgot to do a hypothesis, even though I was supposed to some 
point.” 

 
 So in this format, particularly because the interviewer will interrupt you a lot 

(quite deliberately), it is useful to state it up front. 
 
Candidate: Okay. 
 
Interviewer: So that was the big one on the structure. I think you do actually want to be fairly 

thorough in your upfront structure, but you would want to indicate which areas 
are your highest priority. I would probably present your highest priority areas 
first.  

 
 For example, internal factors versus external, which do you think would be more 

important for this particular situation, in terms of high priority? 
 
Candidate: External – I would want to understand the external factors more. 
 
Interviewer: How come? 
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Candidate: They are going to impact the internal ones. In this situation, since we’re trying to 

bring in new technology that will change our capacity and everything, I would 
want to understand the external factors of the customers, the market demand, and 
the competitors first, because they will impact the internal factors of our costs and 
potential revenues.  

 
Interviewer: Why wouldn’t you want to look at internal first, since you just said it would 

impact the internal? 
 
Candidate: I guess the way I’m thinking: if we don’t know how demand is going to change, 

we won’t know how volume is going to change, and potentially what our revenue 
would be. 

 
00:49:56 
 
Interviewer: That’s fair. Then if that’s the case, I think you need to elaborate on your 

hypothesis a little bit. Your hypothesis, which you did not state, was that this 
investment technology would be beneficial, because the modest increase in fixed 
costs would be offset by a larger savings in variable costs. And you are implicitly 
thinking that this technology would provide some sort of competitive advantage 
in the marketplace that would increase demand or prices. I think that’s what 
you’re saying. 

 
Candidate: Yes. 
 
Interviewer: Is it? Is that your hypothesis? 
 
Candidate: Yes. The way I was saying it was as— yeah, that makes sense. I was thinking 

about it in another way. If there is something good happening externally, then you 
would justify why we would want to invest in this new technology, which could 
potentially then benefit us, in terms of reducing our costs and increasing our 
revenues. 

 
Interviewer: There are two ways to look at a technology investment. Either a technology 

investment is purely a cost savings mechanism, so we’re going to have a machine 
that runs with less fuel, let’s say.  That’s a cost savings justification.  But the other 
way to look at technology is to say it is a competitive advantage investment. It 
doesn’t change the cost structure, but it makes us more attractive to the customer. 

 
 If that were your hypothesis, then it makes sense to look at your external factors, 

because you’re trying to validate whether there is a competitive advantage. Now 
when I wrote the case, I intended it purely as a cost savings type case, but I would 
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have given you full credit had you stated the hypothesis that you thought it was a 
competitive advantage type benefit.  

 
 Had you laid out that structure, I would have said, “It turns out there is no 

advantage in the marketplace, so the car comes out just as clean, and just as 
quickly or slow,” then you might conclude there is no marketplace advantage, and 
you could naturally shift more to the cost side. 

 
 So the structure doesn’t have to match what I had in mind, but your structure does 

have to match the hypothesis you have in mind. And as long as the two are 
consistent, then I say, “Okay, I disagree with the hypothesis, but given that 
particular hypothesis and that structure, is appropriate; therefore, you got full 
credit for using the right structure, given your hypothesis.” Does that make sense? 

 
Candidate: Yes. 
 
00:51:58 
 
Interviewer: So I think overall your hypothesis is a little too implicit, and the rationale for your 

structure is a little too implicit, and both need to be much more explicit, and then I 
think you’ll be able to nail this front section.  

 
Candidate: Okay. 
 
Interviewer: One other small point, in looking at Exhibit 1, I had asked if the business was 

profitable, and you calculated that correctly. It would have been better had you 
noticed it from the beginning, and calculated it yourself. The math was 
deliberately not difficult – so it’s 400 carwashes times $10 is $4,000, and $4,000 
is less than $4,200. So it is a fairly simple computation of 400 times 10, and 
seeing which number is bigger. 

 
 I would say that my expectation would be for someone performing at the A level 

– I’ll use the McKinsey standard, because that’s the one I mentally have in mind –
but that is the caliber of standard I have in mind. The person at an A level 
performance would have noticed that proactively.  

 
 You noticed that the weekday demand was very low, and you suggested at some 

point, “increasing that weekday demand would be very useful, since we have so 
much excess capacity.” I think the insight you had and didn’t mention, or perhaps 
didn’t quite notice, is, “Geez, the weekday seems awfully low, nowhere close to 
full capacity.” Then the additional thought would be, “I wonder how profitable 
this business is, considering they have very little demand during five days out of 
seven.” Which then prompts you to go look and check, and it turns out not to be 
profitable at all. 
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Candidate: Yes, now that you mention it, I can’t believe I didn’t think of calculating profits, 

since we were talking about the “growing profits” scenario. 
 
Interviewer: Yes, and that was a deliberate setup on my part. Usually what people do is in the 

structure, they will say, “Oh, we have to look at profit, cost, revenues minus cost, 
and would the revenues be better than the costs?” So they ask for all the 
information on revenues and quantity and price and fixed costs and variable costs. 
Then I give it all to them, and they probably forget the big picture, which is: is it 
profitable?  

 
 So that is deliberate, and I wanted to see someone notice that. So always link back 

to the big picture, constantly link back to the big picture, which is one rule that 
will help with that. 

 
00:54:00 
 
Candidate: Okay. 
 
Interviewer: Also when you get an exhibit, you didn’t do this, but what some people will tend 

to do when I ask that question of: what is a conclusion or observation? They will 
mention which numbers seem odd to them. “Oh, loan equipment costs are zero, 
which means they already paid for the equipment.” You do definitely want to do 
that, but they will tend to not notice the relationships across several data points 
within the exhibit. It is not just looking at the data, it’s thinking about the data, 
one step further.  

 
 So I would suggest being aware of that, and if you get a question like, “what do 

you think of this exhibit?” Jot down or circle the things you want to mention, and 
then resist the presumed or perceived pressure to answer quickly. You’re better 
off taking another 30 seconds, looking at all the different pieces, and deciding if 
there is anything else that’s important here before answering. 

 
Candidate: Okay, like comparing the different numbers to each other and seeing… okay, I 

think I get you. 
 
Interviewer: I think you noticed the data anomalies, if you would, “Oh, carwashes are really 

low during the weekdays,” “Oh, there are no loan costs, so the fixed costs seem 
pretty low here.” But I would say there are a couple of dots I think you could have 
done a better job connecting. 

 
 I guess what I didn’t walk away with was a sense of: do you have in your head a 

crystal clear picture of what is going on in this business right now, given this 
information? That is the goal. 
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Candidate: Yeah, I think I understand what you mean but, for example, maybe noticing extra 

things like labor makes up half their cost, that kind of thing, where you’re 
comparing all the different costs and really understanding how the costs are 
broken up, versus just looking at the numbers. Is that what you’re getting at? 

 
Interviewer: Yes, and I’ll tell you how I think about it. I’ll walk you through it. I’ll go through 

each line of the exhibit, and I’ll think out loud. Exhibit 1 – revenue per location 
per day – 40 carwashes per day on the weekdays, and 100 on the weekend. Okay, 
so there is like some seasonality within the week, probably because they are busy 
on the weekend, so they do 400 in a week. That makes sense, so I’ll just do the 
math there… $10 per carwash, so they are making about $4,000 a week. So I’m 
thinking in P & L terms. That makes sense. 

 
00:56:13 
 
 So there are two employees, labor cost is $150, so $300 a day in labor. Then you 

have a couple of other costs, and these all seem to be fixed. Huh, that’s 
interesting. Maybe it is just the way it is listed, so that’s a question mark I have in 
my head. Which of these are fixed or variable? So in particular, real estate is fixed 
– that’s expected. It looks like from the footnote under water and electricity, it is 
also fixed. I would have guessed it would have been variable. There are no loan 
costs, which means they probably paid off the whole loan. The labor costs, I 
wonder if that is fixed or variable? That would be interesting to look at. 

 
 So they are making the costs $4,200… oh, this is capacity, and capacity is only 

100 cars. So on Saturday and Sunday, they are doing 100 carwashes a day so they 
are right at capacity, or maybe they are turning people away, so that’s a question 
mark. On the weekday, wow, they are not even close to capacity, Monday through 
Friday I bet is probably not very profitable.  Geez, 40 cars times $10, so $400 a 
day on the weekdays, and the daily cost is $600 – that’s not profitable on the 
weekdays. Are they profitable on the whole week? 

 
 So $4,000 total revenues minus $4,200… geez, not even profitable on the week 

either. So it sounds like the real business is the weekend business, and the 
weekday business is pretty much a loss. That is how I think about it. 

 
Candidate: Okay. I see what you mean, cause when I read through it, I noticed the weekday 

and weekend one, but I jumped ahead and started thinking of how they could start 
reducing cost, but without making that link of profits. 

 
Interviewer: Yeah, so I would say from a process standpoint, just slow down.  
 
Candidate: Okay. 
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00:57:56 
 
Interviewer: On an exhibit like that, particularly when it is the first set of exhibits – I don’t 

know if this is true, but just assume there is an insight in there that if you go 
through it only at a superficial level, you’re likely to miss. So it is worth an extra 
30 seconds to think about not just what is unusual, but what does it mean. The 
parts in particular where you want to think further about is: I think you intuitively 
pick up on when things are different than what you expect. So you noticed the 
weekday versus the weekend, and where the insights usually come from is linking 
together two or three mini-conclusions that seemed a little unusual to you. 

 
 So as a process, for example, you might write down on your handout the 

“weekday versus weekend” as one bullet point, and then you noticed that a lot of 
the costs are fixed. So write down— each conclusion you have, you can just jot 
down. Usually what you want to look at is: look at the inter-relationship between 
those initial superficial conclusions you’ve reached. 

 
Candidate: Okay. 
 
Interviewer: And think further about that.  If I describe the process, that is the part of the 

process that I would say nine people out of ten tend not to do.  
 
Candidate: Yes, that’s a good point, thank you. 
 
Interviewer: So you had some very good insights that you mentioned as observations. You 

noticed the weekday versus weekend, intra-week seasonality, you talked about 
more broadly eliminating real estate costs in certain locations, and perhaps 
collapsing two locations into one, that sort of thing, and that’s totally right. 

 
 It would have been probably a little more appropriate to mention it at the end 

when I asked what other factors you want to consider. But I gave you points for 
noticing that was an option, even though it was a little out of place. The math was 
good; you talked about— on other factors, you talked about price sensitivity, 
which was exactly right.  That’s the big issue in this case, how sensitive things are 
to price. And you talked about increasing the weekday revenues, which is exactly 
right, because that doesn’t require a technology investment.  There is just an 
excess capacity there. 

 
00:59:55 
 
 Then you talked about looking more at the customer demand, how big the market 

is, what share this client has of that market.  And again, just to reinforce the 
earlier point, it would be useful to elaborate as to why you would want to know 
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that. So if they have a high share, what does that mean? If they have a low share, 
what does that mean? So you can kind of bracket a little bit. 

 
 The same with the competitors – you spoke generally about them, “what is their 

competitive response,” “what is their approach in business?” If you can outline 
the range of anticipated answers and what each end of the range, what its 
significance is, that is usually very helpful. 

 
 Any questions on that before we get to synthesis? 
 
Candidate: No, that makes sense. 
 
Interviewer: Great. On the synthesis, it was a good attempt – you had the right structure, which 

was: conclusion first, your three points, and then a closing remark. A lot of people 
don’t get the structure right. A couple of things to look out for (which was not the 
problem here), sometimes the invitation to synthesize can sometimes be stated in 
a way that seems very casual. So they might say, “Well, the CEO asks you: what 
have you learned in these past three to four weeks working with us?” Some 
people will start listing every analysis they’ve done – “Well, I’ve noticed our 
price is like this,” “our quantity is like that” – like literally giving a mechanical 
inventory of everything they’ve learned. 

 
 So towards the end of the case – to point out for you and for others who will listen 

to this at some point – the last question is almost always: synthesize the case, 
regardless of the words they choose to use. So you picked up on that, which was 
good. You were very clear in stating a conclusion up front. I think the weak spots 
were… you had three points, which was good, but the specific points you chose – 
they could have been a little stronger, which I think you kind of picked up on that. 

 
 Taking a second attempt, by the way, was fine; it is more important that you get it 

right. And even noticing that you went off track and starting over – personally, I 
don’t know if others would agree or not – I found it was okay. 

 
01:01:50 
 
 Your second one – your recommendation was not to proceed, and your rationale 

was: there was not excess demand, was your first point, which I would probably 
argue. It was a little more ambiguous. You could say that the weekday demand is 
not enough, but the weekend demand is unclear, because they wash 100 
carwashes and they have a capacity for 100, so the question is: did anyone see the 
line and go somewhere else? So I could debate you on that point. On your revenue 
point, you indicated the revenue is highly dependent on the number of carwashes, 
which I agree with you factually, but it was a little unclear the relationship 
between that fact or observation, and why it wasn’t a good idea to invest.   



Case 6 – Car Wash – Ex 2 
 

 
 
© Victor Cheng Page 29 of 36 
All Rights Reserved 
 

 
 So if you had said that the volume would definitely be lower, which means you’re 

paying for a capacity increase when you don’t need it, that’s one thing. So it 
was— the linkage between point #2 and your conclusion was a little weak. 

 
 I think the observation you made in #3 – I think you had the right idea, and I 

would probably put that as your summary point, which you said, “this investment 
would increase the cost structure, but not necessarily increase the revenues.” I 
agree with that point.  

 
 So the conclusion I would have led with is either you recommend it or you don’t, 

but the key insight is that this is not a cost savings problem they have. This is a 
cost and revenue problem.  You can’t just fix the costs and fix this business. You 
have to do something on the revenue side, either pricing or volume or a 
combination of the two. I think you picked up on that along the way, but I think I 
would have brought that out. 

 
 So this is an example of: the problem the client thinks they have is not the 

problem they actually have. 
 
Candidate: Right. 
 
Interviewer: So the rationale for the investment was to increase capacity to improve cost 

efficiency. And to your point (you made several points), and this was not purely a 
cost problem, but a revenue problem as well. 

 
01:03:50 
 
Candidate: When I started thinking about the synthesis, I wish I had actually been more 

cognizant of noting that down as we were going through the case. Right at the 
end, I kept trying to remember all the relevant stuff and off the top of my head, it 
wasn’t coming. Then some of it came, but I wasn’t sure how to phrase it. 

 
 So I almost wanted to take more time, but I felt like I was taking too much time as 

it was.  
 
Interviewer: So there are two parts of the process, which I think you correctly identified. First 

of all, the time aspect – you didn’t use as much time, it didn’t seem like a long 
time to me. Now when there is someone standing in front of you, a minute seems 
like ten minutes.  People are a bit nervous, there is silence (which is a bit 
awkward), someone is looking at you, and that kind of thing. So be aware that the 
time you think you’re taking is actually much less in actual seconds than you 
might feel kinesthetically, so feel free to take more time. 
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 There are two parts to coming up with a synthesis. There is noticing what is 
important, and then there is choosing the right words to truly synthesize and 
describe it. I think it would be a useful habit, and one thing I tend to do is: in my 
notes, when I notice something that is like an “aha” or an insight, or something 
counterintuitive, a discovery, anything that jumps out along the way, I tend to put 
a box around it so I know it’s important. 

 
 So someone else described this to me – as they go through a case, they are 

constantly asking themselves, “so what?” So “the weekday sales are really low. 
So what?” Maybe it is not profitable during five days out of seven; okay, you’re 
kind of getting close with that.  

 
 So what you want to do when you synthesize is then go back through all your 

notes, look at everything you’ve boxed – those are the raw ingredients of your 
synthesis.  And then once you have your raw ingredients, think about, “how do I 
actually want to say it?” And arrange my argument in a particular way.  

 
 So I think I would do part of that first step as you go, so that there is less work at 

the end for you to process. 
 
Candidate: Okay.  I like the box suggestion. That would be a lot easier. 
 
01:05:56 
 
Interviewer: Good.  Also with the various scenarios – I’ll make a final observation; it’s more 

of a general point. Even though I’m asking lots of questions in this format, and it 
feels like this is five or six different “mini-cases,” the important thing to keep in 
mind is – and again, this is a format McKinsey tends to use – that it is really still 
one case. 

 
 So even though I’m breaking it up into five or six pieces, it is still one case. So as 

you go through each section, you want to be thinking about: what are the “so 
what’s” for the case overall? One of the things you want to do proactively is 
synthesize throughout. You didn’t do that at the very beginning, but you did a 
much better job – without me prompting you – towards the end. Which is: after 
each scenario, for example, around the math, you then explained what it meant, 
and then you explained how it would potentially change the answer to your 
recommendation. So you did that proactively, which was great. 

 
 I think some people tend not to do that because they think they are separate 

questions. So those are a few suggestions around the synthesis. And I will 
definitely say you want to practice that – the synthesis skills. A couple of ways to 
do that would be: pick up any business publication, or go online to Forbes or 
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Fortune or Bloomberg Business Week – read a news story and then synthesize the 
key implications of the story, and just get used to that. 

 
 Some of the extreme things I’ve had people do – and I did this for a bit.  If my 

wife would ask me, “Where do you want to go to dinner?” If I were in a case 
interview practice mode, I would say, “I think we should go eat Mexican food 
tonight for three reasons. Number 1 – we’ve already eaten the other foods on the 
island where we live the last four days; Number 2 – I really want it; and Number 
3 – last time you had first choice, and now it’s my turn. Therefore, I conclude we 
should be going to eat Mexican food tonight.” 

 
 So it is kind of silly, and friends think you are insane, but if you do it every hour 

of every day on every life decision, you have hundreds of these done before your 
interviews, and then it’s a lot easier. 

 
Candidate: That’s good. 
 
01:07:57 
 
Interviewer: So the scary one is when there are like two people in a couple that are both 

interviewing for consulting firms, and they are synthesizing back and forth. It is 
just absurd – it’s very amusing, but they get very good at it. So that’s a practice 
for you. 

 
Candidate: Okay, I will try that. 
 
Interviewer: Go for it. Any other questions? If you don’t have any questions, I would love to 

get your observations on… I would be curious to know how much you’ve 
prepared so far, as a point of reference for me and others. Anything unusual you 
noticed about this format that you found surprising, compared to what you were 
accustomed to? So any general thoughts about that would be very helpful, if you 
can share with others. 

 
Candidate: So you were asking about the format, how I felt about the format, and previous 

experience I had with this type of case interviews, correct? 
 
Interviewer: Yes. 
 
Candidate: The format wasn’t too hard – I did the McKinsey first round and also the final 

round, and they did the same format. So I wasn’t too surprised about the format. 
In terms of going through it with you, it made a lot more sense going through it 
with you than it did with some of the interviews they did. 
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 Because I’ve been in that kind of case interview, but there were some…yours 
made a lot more sense.  But then, for example, I know during the interview, there 
were some questions that I wasn’t sure how to approach them. They would give 
me a number, and ask if I thought that was too big or too small. So those kinds of 
questions kind of threw me off when I was going through the process. So this 
actual run-through felt more straightforward; it felt more like a case interview. I 
think those questions kind of threw me off base. 

 
Interviewer: Did you feel like the way I delivered the interview, from the interviewer’s point 

of view, was it comparable? Or did I help too much or too little, or do anything 
that was very different? 

 
Candidate: It was comparable to all the interviews, apart from one. There was the one that I 

just mentioned about – the number was bigger or smaller – that was the only thing 
that struck me as odd throughout the process. So apart from that, this was 
comparable, so I was used to the format. 

 
01:09:50 
 
Interviewer: Okay. I’ll say also that sometimes the interviewer’s instinctive habits will kick in, 

so like, “is the number high or low” (and I might need to write something about 
that), but that is basically a bracketing exercise. So it is very hard to know if a 
number is exactly good or not. But we do this to try to find the number that seems 
like a low-end of the range that seems reasonable, the high-end of the range, so 
you get some sense of the range, and then you figure out if the number is within 
or outside the range is the rough process.  

 
Her, the candidate raises in interesting point, and I’m going to take a 

moment to elaborate on this. When an interviewer asks you: is a particular 
number too high or too low, or is it high or low, or wrong or right, what they are 
looking for is what I call a “reasonableness test.” How do you figure out if a 
number is too high or too low? Let me give you the process for how you actually 
do that. 

The first thing to realize is: when someone asks you if something is too 
high or too low, or is it high or low, or good or bad, is your first answer 
legitimately is: you don’t know. Is a million dollars in profit good or bad? Is a 
15% profit margin high or low? What you realize is: if you have no other 
information, it’s impossible to accurately answer that question.  

So what the interviewer is really asking you to do is to compare that 
number to something else, to figure out if the relationship between the number 
you’re being asked to evaluate and this other benchmark – if that relationship 
seems reasonable. For example, if you are investing in a new technology, and 
your business currently has, let’s call it a 15% profit margin – so for every $100  
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in sales, you’re keeping $15 as profit – if the margin then becomes 20% by having 
this technology, does that seem reasonable? Well, I would say, “if you invest in 
the new technology, you would expect it to be more efficient, which would cause 
your costs to go down and to improve, and that would translate into making the 
business more efficient.”  

01:11:59 
So if you went from making $15 (per $100) to $20, that’s about a 33% 

improvement in efficiency. Does that seem reasonable that a technology can do 
that? I’m not an expert in technology, but it seems sort of in the right ballpark. 
And at least directionally, it seems reasonable that the business would be more 
cost efficient, and obviously not less. If the profit percentages were 10% with the 
new technology, and 15% without, then that would cause you to have a moment 
of concern. 

So the first thing to realize: when someone asks you is a number “good or 
bad” or “right or wrong” or “reasonable or unreasonable” or “too high or too 
low,” you have to find something to compare it against. And generally, you’re 
comparing it against one of three things. You’re either comparing the number 
across scenarios with or without the new technology, for example. You are 
comparing the business to itself historically, so comparing this year versus last 
year versus the last five years would be the second type of comparison. The third 
one would be comparing this business to its peers in the marketplace, to its 
competitors. So those are typically the three types of comparisons that you can 
use to determine whether a number is reasonable or not, too high or too low, and 
that sort of thing. 

The other thing you can do – sometimes it’s hard to figure out if a 
particular number is good or bad, or reasonable or not, and what you can do is: 
sometimes it’s easier to determine a range. What I call the “high/low range.” For 
example, let’s say if you look at the profitability of the most profitable company 
in the industry, and their profit margin is let’s say 22%; and then you look at the 
least profitable company in the industry, and their profit is maybe 5%.  And in 
doing your analysis, you notice that this business is at 15% profit, and by 
investing in this new technology they will end up at around 20% in profit, so just 
shy of the most efficient competitor.  

01:14:07 
And maybe this most efficient competitor is bigger, so you would expect 

them to be perhaps a little more efficient. Does that seem reasonable? So 
sometimes you can determine reasonability by looking for the high and low 
boundaries of a particular number. So that’s another way to basically figure out if 
a number seems reasonable is: looking for the natural high point and the natural 
low point in that particular number. That can be across companies, it can be 
across scenarios, it can be relative to historical benchmarks – those are the three 
most typical types of comparisons to create a high/low range that can be used to 
bracket a particular number. 
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Interviewer: So that one aside, you mentioned that the one I gave seemed more like a case 
interview than some of the others.  Any reason in particular? I’m just curious. 

 
Candidate: I’m trying to think what I meant by that. It was the same process but I think, for 

example, okay, so some of the other ones I did, after each question, they would 
give you more back. Like “they’ve done this research and then they found out 
this, this and this” and so the way we did it seemed more like a conversation 
versus…some of the other ones I did were like, “okay, we give you all this 
information and then you answer,” and then they would give you all this 
information again, and then you answer, and on and on. 

 
 There was more of an information download after each question. Like they give 

you a lot more of the background of the company, and what they’ve done. So it 
just felt more disruptive versus this one felt more conversational. I think that is 
the point I was getting to. 

 
Interviewer: I’m curious with the other ones – when they gave you additional background 

information, was the information relevant or more meant to overwhelm you with 
data that perhaps you may or may not need? 

 
01:15:57 
 
Candidate: I think it was both. For example, the more information they gave you about all 

that – it complicated the case. I don’t think all the information was necessary. 
 
Interviewer: Okay, that is a very subtle distinction; thank you for pointing that out. Did you 

have, in terms of your own preparation work – and you mentioned you went to a 
first and final round at McKinsey. What have you done in your preparation work? 
How far have you progressed? Any general suggestions for others that you think 
would be helpful to point out? 

 
Candidate: I listened to the Look Over My Shoulder; I listened to all those cases and found 

them very helpful. In terms of— I found them very helpful; I took notes on each 
of them and repeated the things I felt were really helpful. But then I also think that 
when I actually got into the interview, a lot of that left my head. I think I 
definitely needed more face-to-face practice. 

 
Interviewer: Okay. 
 
Candidate: I think in my head I was— at some point, I was very used to assessing a way of 

going through a case after a while, that surprises took me by surprise. So I think 
more face-to-face practice, where a lot more unexpected things happen, would 
also be really good practice. 
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Interviewer: Okay, that’s a very insightful point. Did you have any general questions you 
wanted to ask me before we finish up? 

 
Candidate: No, this was really helpful. 
 
Interviewer: Good, I’m glad. I want to thank you for participating, and I do appreciate it. 

Thank you for sharing your insights as well, on the process as a whole for you. 
 

In closing on this particular case, I think this particular case is worth 
reviewing much more carefully. I would encourage you to go back, listen to it 
again or reread the transcript. Overall, I gave this particular candidate a B+ or 
roughly 88 points out of 100. It was interesting, because my assessment before I 
heard this candidate’s experience is: I would have passed this candidate out of 
first round, because clearly a lot of the raw talent was there. But I would not have 
passed this candidate and given them an offer in the final round, because there 
were some things there that were just a little short that I think I could get from 
other candidates.  

01:18:08 
It turns out that in practice, this candidate did go to the McKinsey first and 

final round. I think in this particular case, there were two rounds involved, but did 
not ultimately get an offer. So it came very close. 

That was my sense as well. From my perspective both as an interviewer, 
and having known this field for such a long time, I sensed that they were close, 
but clearly not in the “I must hire this person” camp – but was within striking 
distance. So with sufficient practice in certain areas, I think this person definitely 
could get an offer at a top firm. But so far, it was just one step shy. 

So what is useful about this case and, by the way, you don’t get many of 
these very often, where a candidate gets pretty close and overall did a decent job, 
but it was not necessarily an excellent job, at least consistently across the board. 
So it’s useful to see what a candidate sounds like when they’re pretty good, but 
not necessarily exceptional, consistently across all the areas in the case. I thought 
actually a couple of areas were quite excellent, but it wasn’t every area. 

 
So if you look very carefully, you can see what the subtle differences are. 

And they’re not really that dramatic, which I think is the point I’m trying to make 
here. There are a couple of small things, and so I have gotten emails from people 
who have gotten offers and they comment to me: why am I so picky on certain 
things? I spend a lot of time talking about choosing certain words, I talk about 
how you write your notes, I talk about diagrams you want to make, and orienting 
the piece of paper in a particular direction so the interviewer can see it. I mean, I 
talk about all kinds of little, little things because all these little things add up to 
make a big difference. I’ve always argued, and I continue to feel this way, that the 
margin of difference between the candidate that gets the offer, and those that just 
barely miss, is quite small. 
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01:20:06 
I think this, at least in recent memory, is a great example of that. There is 

no doubt in my mind that this person could do the work at McKinsey – no doubt. 
And with a little bit of coaching, no doubt could be client-safe, and could very 
much do the work. So it’s not a question of “is this person capable,” not a 
question of “are they qualified to do the actual work?” The only issue is: do they 
get the offer or not? Again, in that process, it’s a competitive process. So if 
McKinsey in a final round is interviewing 15 people, by and large, of the 15 
people that make it…let’s make the number easier – if 10 people make it to final 
round, my guess is 8 of the 10 could actually do the work, if not 10 out of 10, to 
be quite honest. But they might only give four or five offers, and sometimes less; 
it kind of depends on what they’re looking at.  

So this is an example of someone who came very close, and you’ll notice 
– the things that kept this person out of getting the offer, I think were fairly minor 
in the grand scheme of things. But from my standpoint, it was very clear and very 
obvious to me why they didn’t make it. The shortfalls, although they were small, 
were very clear to me, at least from my perspective. So it’s worth listening to it 
again or rereading the transcript, to notice and appreciate those small differences, 
because even though they were small, they were quite distinctive and quite 
obvious to someone like me. Hopefully with enough practice and repetition, it 
should be quite obvious to someone such as yourself as well. 

 


