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BUSINESS CASE STUDY 
 
 
Title:     SwissIT: New horizons in stormy waters 
   Management opportunities and dilemmas in IT offshoring 
 
Author:  J Wilkens 
 
Identification:  Length:   Medium  

Academic level:  Post-graduate 
Subject: Strategic management, general 

management, international business 
management and human resource 
management 

Business form:  Multinational company 
Business size:  Medium  
Industry sector:  Technology  
Classification: The case is based on a real 

company, but details have been 
changed to protect privacy 

 
Theme:  General management’s reaction to various opportunities and 

dilemmas  
 
Core aspect: The depreciation in the Rand and globalisation of the world 

economy has created various opportunities for South African 
businesses.  Whilst international business has never been a 
foreign concept, due to South Africa’s huge commodity exports, 
most businesses were more familiar with importing capital goods 
or products for wholesale or retail trade purposes.  It has, 
however, become quite evident that a wide variety of services 
can be offered to foreign buyers.  In these cases tourism is well 
established, but technology-based development services are 
quite new to this category. This case study explores various 
management dilemmas, opportunities and challenges that a 
business has to face before venturing into this market. 

 
Aspects for discussion: 
 

• Business strategy and structure  
• International management 
• Marketing and sales 
• Human resource management 

 
Duration:  Preparation for learners:  1½ to 2½ hours 

Class discussion:  2 to 4 hours 
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LIST OF ACRONYMS USED IN THE CASE 

ADM:   Application development and maintenance 
CIS:    Computing information services 
Desktop: Personal computer support services 
ERP:  Enterprise resource planning 
ICT:    Information and communication technology 
ISIS:   ISIS Technology (Pty) Ltd 
PC:    Personal computer  
SS:    Software sales 
TCNS:   Telecommunications and network services 
WMC:   World monitoring centre 
 
 
BUSINESS CASE STUDY 
 
Present day 

 

1. Harold Meier, CEO of SwissIT South Africa, walks pensively to the bar and asks 
for a drink.  As he rests against the counter he stares through the glass window 
panes towards the colourful sunset in the west.  He has just officially opened the 
world monitoring centre (WMC) at their Johannesburg-based offices in South 
Africa in full view of more than 150 selected guests.  The WMC monitors 2000 
Europe-based computer servers by utilising SwissTelco’s global data networks 
and complex monitoring systems.  The people joining him for the post-opening 
cocktail party are high ranking foreign business people, local business leaders 
and IT managers as well as his head office colleagues from SwissIT 
Switzerland.   

 

2. Even more surprising was his announcement that SwissIT South Africa has 
clinched a major SAP implementation project for a Swedish car manufacturer.  
While the majority of the project will be managed in South Africa, 25% will call 
for ‘onsite’ management in Sweden by the appointed South African project 
team.  The fact that the SwissIT South Africa’s proposal was approximately 30% 
cheaper than those submitted by rival Europe companies and the excellent 
South African reference implementation in Austria practically sealed the deal. 

 

3. Hilda Ertz, chief financial officer for SwissIT South Africa, taps him on the 
shoulder jolting him back to reality.  He turns around and smiles politely, 
knowing he was caught daydreaming.  “Your dream has become a reality,” she 



WILKENS J SwissIT: New horizons in stormy waters 
 

 

 
 
Journal of Contemporary Management 
ISSN 1815-7440 

 

Volume 2   2005   Pages 12 - 35 Page 14   

 

says smiling. “Who would have believed a year ago that we would finally pull off 
this type of growth through offshoring deals?” she asks. 

 

4. Harold gleams with excitement, not answering immediately.  “I must admit that 
we accomplished this against all odds. At one point the Rand was just getting 
too strong, the brain-drain phenomenon was taking its toll and the motivation for 
selling outsourcing locally was low, not even mentioning selling outsourced 
services internationally,” he exclaims.  “I even thought of giving up on fighting 
our case in Switzerland due to the aggressive competition from India and Brazil.  
Luckily we endured!” he concludes. {Click the number for an overview of the 
Rand’s performance 38}1 

 
5. The pair is soon joined by another two executive members: Tom Smith, general 

manager for application development and maintenance (ADM) and Rudi 
Schoeman, general manager for computing information services (CIS).  
Catching the tail-end of Harold’s answer, Tom fondly remembers the early days 
when the company started.  The quartet shares their perspectives and so the 
trip down memory lane begins.  Soon their boisterous laughter can be heard 
above the din in the crowded bar as they reminisce about how they beat the 
odds, how they changed strategies and amended operations to successfully 
position the company as a force that can compete internationally. 

 
6. Tom immediately admits that he had to re-adjust his pessimistic views on 

offshoring saying: “If somebody told me five years ago that I would be managing 
an offshoring unit that consists of 75 IT consultants developing and maintaining 
systems that are 12 000 kilometres from Johannesburg, I would have said you 
are joking.  Not to mention the fact that two of my consultants and I have to 
learn German and French in six months!” “Das ist nich wahr mein Herr, Sie 
sprechen nur Ausländer Deutsch!“ teases Hilda.2   

 
7. The main issues regarding offshoring became a focal point of the discussion.  

Harold explains how his definition of offshoring changed.  In the beginning he 
thought offshoring was simply sending contractors to do software development 
for months on end in foreign countries. In his mind it was nothing different from 
moving financial resources to the Channel-Islands for tax purposes. “I was quite 

                                                 
1 The number in the bracket is hyperlinked and refers to a paragraph number in the appendix.  This allows electronic users to interact with the 
case and toggle to additional information by clicking the hyperlinked number.  
2 Translated as:  “That is not true sir, you only speak foreign German!” 
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surprised to learn that 80% of all development took place in our country and that 
the customers were actually offshoring to us. The penny really dropped during 
my visit to India and seeing the buildings filled with software developers, 
programming new packages for huge American corporations at half the dollar 
cost!” he concludes.   

 
8. They say “change is the only certainty in life” and SwissIT was no exception.  

Most notably new services were developed and introduced into the market, but 
it is also fair to say that the company has its roots deeply imbedded in generic IT 
services such as infrastructure outsourcing management.  Most of these generic 
offerings are still valid today, even though it has taken on a few improvements 
and additions. It is clear, however, that in order to envision the future you have 
to understand and use your past experience and knowledge as a reference 
point.  Today marked the beginning of this future for SwissIT and this is road 
that led to it. 

 

The beginning 

 
9. It all began in May 1997. Harold Meier looked at his new employees and started 

his speech by saying: “We will be the best IT company in South Africa and 
become a model for both the Europeans and the Americans.  SwissIT will not be 
a test lab or business cum holiday destination for its international investors.  It 
will lead from the front.” These were bold words after closing his first IT 
outsourcing deal with Bavaria Motors, but proved to be quite prophetic in the 
years to come.  The deal turned the company from a four man sales team into 
an IT services concern with 48 employees overnight.  It also paved the way for 
the establishment of its initial services, namely: 

 
§ personal computer (PC) and desktop application support (operating system, 

office) 
§ application server support 
§ mainframe operation and hosting 
§ database operation and administration 
§ local and wide area network operation and support. 

 

10. SwissIT, as an international company, had its roots back in 1989, when German 
industrial giant Bavaria Motors created its own IT division to provide economical 
IT services to its subsidiaries. Then known as ISIS, it was introduced into 
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countries where Bavaria Motors already had a presence, with Malaysia and 
South Africa being its first forays outside Europe. 

 

11. It was under the aegis of ISIS that Harold embarked on his South African 
mission, and once he had convinced Bavaria Motors SA to entrust its IT 
infrastructure to this fledgling operation with the promise of improved service 
quality and lower costs, the proverbial wheels were set into motion. 

 

12. The addition of Momentual insurance’s outsourcing contract changed ISIS’ 
fortunes forever. For Harold an even more significant milestone was the 
acquisition and absorption of a tiny company called E-tech. This changed the 
company’s focus from being a pure outsource provider to becoming an 
application solutions provider. It changed the business culture, the approach, 
even the go-to-market model.  

 

13. Another piece of the puzzle fell into place when SwissTelco bought ISIS from 
Bavaria Motors in 2000, changing its name to SwissIT in the process.  This 
meant that SwissIT was in the unique position to combine IT and 
telecommunications into cost-effective solutions.  More importantly though, 
SwissIT had a shareholder that would give it the freedom to explore its 
entrepreneurial spirit, which formed one of the cornerstones of the company’s 
growing success. It was not long before the entrepreneurial fires started burning 
and the hunger for more growth directed Harold and his team to acquire 
Software-Corp, a software distribution company, in 2001. The company was 
incorporated into the structure as a new unit called: Software Sales.  

 

14. Rapid momentum in its growth led the company to adopt a very simple strategic 
vision.  The strategy was based on getting the most out of its new combination 
with SwissTelco and as Sarel Botha, the head of strategy explained: “Our 
business vision is simple. We want to be the leading provider of ICT 
(Information and Communication Technology) services, creating and managing 
innovative solutions that deliver superior business flexibility and value to our 
customers.”{Click the number for a more comprehensive overview of the 
strategic objectives 40 } 

 

15. The growth and business drive during its first five years of existence, led 
SwissIT to the development of a robust operational organisational structure 
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that something had to be done.  The market was changing; competition was rife 
and customers were becoming more and more demanding. Other avenues had 
to be explored.  {Click the number for an overview of SwissIT’ major customers 
and competitors 43} 

 

New opportunities 

 

23. In March 2003 SwissIT held a special business review meeting with all 
managers. Harold opened the meeting with the following statement: “Our year-
to-date financial performance clearly shows that we need a new stream of 
income. The company is too reliant on its current customer base and services.  
I’m also of the opinion that the outsourcing market is changing very fast and that 
the days of double digit growth are gone.  There is a clear trend that IT 
offshoring is becoming a viable option for our company, being driven by 
changing macro economic determinants and customer requirements.  By 
adapting the offshoring model we can use it in all our units, especially where the 
service does not have to be rendered on the customer premises.  I also have it 
on good authority that our holding company is very interested in investing in 
such a capability. They will even consider developing more than one of our units 
if it is viable.  This is our opportunity to use cost, location and capability as a 
competitive advantage over our competitors.”   

 

24. SwissIT was in a unique position because it had the credibility of a large 
international company and local capability and capacity.  Offshoring is a 
business model where a job or function is moved from a high cost production 
facility to a lower cost location outside the country. The cost saving achieved for 
the customer is significant whilst the income generated offshore by the service 
provider stimulates economic growth. This model is not new and has been used 
quite successfully in “older” manufacturing industries.[Nike, the sports apparel 
manufacturer, has used cheaper Asian production facilities, as apposed to the 
more expensive United States based factories to produce its products cost 
effectively (Kotler 2000:713).] IT offshoring mainly renders services, but the 
basis stays the same, namely the benefit gained out of utilising lower labour 
cost through virtual space.  The service is intangible, but its worth is vested in 
what information it can provide; process it can support or business continuity it 
can ensure. 
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across time zones and addressing basic infrastructure issues such as SwissIT’s 
ability to deliver services with a certain level of reliability. The Vanhook et al. 
(2002) indicated that in 15% of offshoring cases, discrepancies, 
misunderstandings, confusion, terminology differences, and other issues arise 
when dealing with non-English-speaking countries. 

 

New horizons to present day 

34. A little more than a year since the offshoring idea gained momentum in SwissIT, 
a number of business components were put in place.  Herald visited India to 
gain some insight into how the competition was conducting business.  A sales 
and marketing plan was devised and it was decided that the initial target market 
would be European companies.  The plan was to leverage experience gained 
out of their current client and industry base and gain competitive advantage 
when targeting similar European companies.  

 

35. In addition to the sales and marketing plan, a number of partnership agreements 
with suppliers were finalised.  Great emphasis was placed on companies where 
SwissIT were already providing services.  The agreements stipulated that any 
offshoring requirement from Europe based companies would be passed on from 
the vendor to SwissIT and full support would be rendered. The following 
partnerships were finalised: 

 
§ SAP Germany – Certified installer of SAP applications; 
§ Oracle South Africa – Agreement to implement and support all Oracle 

databases; 
§ Microsoft South Africa – Agreement to implement all Microsoft business suite 

application; 
§ HP South Africa – Agreement to host all HP server products; 
§ IBM South Africa – agreement as an accredited mainframe support specialist 

vendor and DB2 database installation partner. 
 

36. The partnership agreements quickly yielded results. A lead was received from 
SAP Switzerland for the implementation of a SAP solution for a private banking 
group in Austria.  Seeing that the opportunity ideally suited Tom’s ADM unit, 
they grabbed the opportunity and immediately assembled a proposal team 
incorporating the local SAP and HP offices.  The results were astonishing.  The 
Rand / Euro differential provided ample margin and only 25% of the total project 
time was scoped for on-site work in Austria, keeping costs low.  The total cost of 
the proposal was 20% cheaper than the most competitive European contender 
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and because the customer wanted support and hosting included, limited time 
zone disruption was required.  More requirements followed as the sales and 
marketing plan was implemented. 

 

37.  Back at the empty bar Harold was smirking, glass in hand, looking at the sun 
setting in the west. “I wish it was that easy” he sighed … 
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APPENDIX: ADDITIONAL INFORMATION 
 
Economic challenges 

38. The Rand / Euro exchange rate has changed since a low at R12,20 to the Euro 
in 2001 to a rate of approximately R8,00 to the Euro in 2004 (Figure 9).  A 
strengthening currency does not bode well for export services, but a stabile level 
created more predictability in SwissIT cost structures. This is important for 
selling and managing offshoring contracts. 

 

Figure 9:  Rand / Euro exchange rate (1999-2004) 

 

Source: The European Central Bank 2004: Internet 
 

39. The SwissIT management team collectively decided to use foreign exchange 
contracts to manage the risk caused by an erratic currency.  Foreign exchange 
contracts are useful when a currency depreciates in short spans of time.  During 
the period January to April 2003 the Rand depreciated with more than one Rand 
to the Euro (Figure 9).  Such a move can hurt margins seriously in any 
business.  Exchange rate fluctuations are one of many factors that can 
negatively influence any international company.  SwissIT management also had 
to take cognisance of the following economic factors: 

 

§ Inflation – This is an important factor because it determines in real terms how 
positive or negative the business is growing.  It is also an important 
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QUESTIONS 

1. Conduct an internal (strengths and weaknesses) and external (opportunities and 
threats) analysis of SwissIT South Africa.  The analysis must be based on the 
current operational structure as well as the new opportunities presented. Refer 
to possible generic (business level) strategies that may be followed based on 
the SWOT analysis. 

 
2. Devise a value chain for the offshoring unit, by adapting Porter’s value chain 

model.  Logically cluster the service units and devise an organisational 
structure. 

 
3. By critically evaluating the value chain identify the major cost elements of an 

offshoring unit. 
 
4. How can cost be optimised and economies of scale be realised across all units 

if offshoring is implemented successfully? 
 
5. Define the major operational dilemmas that a management team may face in a 

typical offshoring operation and how it can be addressed. 
 
6. Devise a ROI financial model based on the initial investment and operational 

cost of an offshoring model. 
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7. What macro economic factors can influence the direct success of offshoring by 
taking the South African situation into account?  Please refer in your answer to 
applicable local and world economic issues and specifically address: economic 
growth, currency fluctuations, and inflation 

 
8. What would be the competitive advantages for SwissIT to enter into this new 

service offering if compared to countries like Brazil or India? 
 
9. What mechanisms can be used or negotiated to manage exchange control risk. 
 
10. If you were a potential customer of offshoring services, what would be important 

business drivers for you to make use of this service? 
 
11. What additional opportunities exist for SwissIT for other related services that 

can also fit into an offshore business model? 
 
12. If you were a consultant in SwissIT, what would you propose the company does 

in terms of its investment strategy i.e. focus on current units through re-
investment or invest in offshoring? Motivate your answer. 

 
13. Define the potential target markets for SwissIT’s offshoring service.  Explain 

how these markets can be targeted by referring to sales channels. 
 
14. What are the human resource issues that need to be taken into consideration if 

contemplating an offshoring model? 
 


