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(Source: Sample case from BCG website)

Context
Your client is GenCo, a large, international, diversified company with a health care
division that produces a wide variety of medical instruments and related services.
Five years ago, it expanded into the health care software industry by purchasing
MedCount, which markets administrative systems to large U.S. hospitals. These
systems are designed primarily for back-office functions; they are not designed for
managing patients or providing other physician and technical support. Since it was
purchased, the software division has failed to deliver the growth needed to justify
the multiple GenCo paid for it. GenCo feels it has already squeezed margins as much
as possible, and now is looking for new sales opportunities. MedCount turned to BCG
to help identify potential ways to increase revenues. How would you approach this
problem?

Establish understanding of the case

Interviewee: First, let me make sure I understand the problem. The parent company produces
medical devices and services, but before the acquisition was not involved in health care
software. The company it purchased, MedCount, sells only administrative systems software to
large hospitals. It is now looking for opportunities to increase revenues.

Interviewer: That is correct.

Interviewee: Could I take a moment to jot down a few thoughts?

Interviewer: Sure, that would be fine.

Set up the framework

Interviewee: I would suggest using the following structure to approach the problem:

       First, I'd want to understand the market size and growth rates for MedCount's market
       and related software markets.
       Next, I would like to explore the competition and their market shares.
       Third, I would like to examine customer requirements and then, given those external
       conditions, look at the division's capabilities to understand how well prepared it is to
       meet the needs of the marketplace.

Interviewer: That sounds fine. So what do you want to know about the market?

Evaluate the case using the framework

Interviewee: Well, the first hurdle would be to identify the markets the company would be
interested in. Besides administration systems, what other types of medical software systems
do large hospitals purchase?

Interviewer: There are many software systems, but for the sake of time, the team
focused on three primary markets: administration systems, patient administration,
and physician support systems.

Interviewee: What do those systems do?
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Interviewer: Patient administration includes systems such as admissions and
tracking. Physician support systems are more specialized, for individual physician
procedures.

Interviewee: I would like to know how large each market is and how fast each is growing. I
would use secondary sources such as press releases, analyst reports, and published market
studies, to obtain this information.

Interviewer: Great! That is what we did during the market study. Our information
revealed the following market sizes and growth rates.


                                             Patient                   Physician
                           Administration
                                             administration            support

       Market size
                           1,500             1,000                     1,200
       ($M);

       Growth rate         5%                5%                        12%


Interviewee: From a size and growth perspective, physician support systems looks like a
very attractive market. I'd like to know a little about the customers themselves. The client is
currently targeting large hospitals. Approximately what percentage of the market do they
represent?

Interviewer: We were unable to get an exact breakdown, but we know that these
hospitals make up the vast majority of the total medical software market.

Interviewee: That would make sense, since the more sophisticated procedures at a hospital
might necessitate more advanced software solutions. I know that there have been a lot of
changes in the industry as a result of managed care. I don't know much about the industry, so
I would want to look at market studies and press clippings to get a better sense of the hospital
market in general and any technology or software trends more specifically.

Interviewer: Okay. Let's say that you did that and were presented with this
summary of market trends:

        Consolidation in the industry, with three to four large hospital networks
        dominating 45 percent of the market
        Cost controls instituted, particularly as these large hospital networks acquire
        smaller hospitals (centralization of functions being a key cost issue)
        Many hospitals seeking to consolidate their vendor base
        With regard to technology, many hospitals upgrading their older systems

Interviewee: If hos
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