Unipro Inc.

In early 2008, Kapil Chandra, Unipro’s account manager for Frankfurt-based Qualprod Inc. was contemplating a recent telephone call from Heinz Schmitt, Qualprod’s procurement director. Schmitt said that a critical piece of process control software in one of Qualprod’s factories in Eastern Europe had failed. Production had ground to a halt. Schmitt asked Chandra if Unipro could dedicate a software engineering team to the problem immediately.

Unipro was a fast-growing Hyderabad, India-based company specializing in software development. It did business with many corporations in Europe, North America, and Asia that sought to outsource various elements of information technology. Unipro had an account management force – Chandra was one of these managers -- and a local engineering staff in Europe. Most of Unipro’s software engineers worked in Hyderabad -- a substantial fraction were trained at India’s elite institutes of higher learning. In Europe, Unipro competed with tier 1 suppliers -- Accenture, EDS, IBM, Unisys, Wipro -- but also against suppliers in tiers 2 and 3.

Qualprod had been a good customer of Unipro for several years. Much of Qualprod’s software was designed and implemented by Unipro. However, the Eastern Europe process-control contract, completed several months earlier, had gone to Amalfi. Industry consensus was that Amalfi was a tier 2 or even 3 supplier. Amalfi had built the process-control software for Qualprod on a platform designed by Unipro.  

Chandra had prepared and priced the Qualprod proposal -- €4.75 million. Amalfi won the contract at €3.25 million. In a post-contract debrief, Chandra told Schmitt he was amazed that anyone had bid that low. Chandra also knew Amalfi had relatively little experience with this type of software development. Regardless, Schmitt told Chandra that he was satisfied with Qualprod’s choice of Amalfi. He congratulated Chandra at coming in second: Accenture bid €5.8 million; IBM bid €6.05 million.

In the telephone call, Schmitt told Chandra that Amalfi’s software had not worked as promised. Amalfi sent software engineers to Eastern Europe but they could not stabilize the process. An experienced consultant Schmitt hired recommended that Qualprod sever its relationship with Amalfi. He believed several modules were serviceable but some critical modules had to be rewritten. Because of Unipro’s historic Qualprod relationship, the consultant recommended that Unipro be asked to take on the task. The consultant believed that a top-notch software team could solve the problem onsite in seven working days; a worst-case scenario was 10 days. The consultant believed any other software supplier would take 50 percent longer than Unipro.

Schmitt told Chandra that earlier that morning software failure had shut the plant down. He said, “Kapil, we’ve got a plant with hundreds of millions in capital investment completely idle because of lousy software. Those idiots at Amalfi couldn’t design their way out of a paper bag. We’ll pay anything reasonable to get the software fixed – in fact, we’ll even pay something unreasonable!”

Chandra reviewed Unipro’s recent sales to Qualprod, plus 2008 estimates prepared a few weeks earlier for his account director, Rajeev Jain. Jain had not been pleased with the recent trend:

2004 
€10 million

2005
€15 million

2006
€18 million

2007
€12 million

2008
€10 million (est.)

Chandra checked with colleagues in India regarding the possibility of pulling together a software team to go to Qualprod’s factory. Resources were not immediately available but Unipro could assemble a team by pulling people from other projects. Further checking revealed that:

• Unipro’s costs to send a team to Eastern Europe for seven days would be €0.5 million

• Unipro often set prices were at total cost plus 50 percent

• At planned capacity utilization, Qualprod earned €1 million profit per day from the Eastern European plant

• If Unipro sent a team to Eastern Europe, some other projects would slide. At seven to ten days, it would cost Unipro €0.2 million in customer payments, but would not otherwise affect its relationships.

As he contemplated the situation, Chandra’ secretary walked into his office and said: “Herr Schmitt is on the phone; he says it’s urgent. Will you talk to him now?”[image: image1.png]
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