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A. Introduction 

In mobile phone network operator industry, many European companies have become global 

companies with investments across several continents. The Europe market is saturated and 

competitive, while the Asia and Africa markets are potential and growing rapidly. 

Dizz looks promising with high revenues, but there are problems ahead. Due to the vital role that 

CAS plays in customer service and daily work quality of the cash cow market Europe, the upgrading of 

contracts details within CAS needs to be addressed urgently and seriously.  

Faced with the investment in Yee, Dizz should cope with the regulator threat as soon as possible 

to maintain the license. Additionally, shop in shop proposals acts to penetrate the competitive 

European market while suitable actions against the resignation of the CEO of Africa appears 

significant to this emerging market as well as to the organization structure. 

Meanwhile, the network security, acquisition of a handset manufacture, marketing drive in Asia 

and PRP scheme are of great importance. For such a global company as DIZZ, ethical issue can also 

not be ignored 

Using the SWOT analysis (Appendix 1) and PEST model (Appendix 2), we will have a more clear 

understanding of the external and internal issues arising from this case.  

 

B. Terms of Reference 

As a consultant to the Dizz Board, our team is required to analyze and give recommendations on 

the issues which Dizz must address. In the following report, our team priorities and analyses the 

issues facing Dizz and makes our recommendations. 

 

C. Prioritization of Key Issues 

We prioritize issues as following. First come errors in the upgrade of contracts details within CAS，

because it is deemed to be the most important and urgent as CAS plays a vital role in Dizz’s customer 

service and daily work and Europe market is the main driver of total profit and future plan. Considering 

the huge investment in Yee and the importance of the development of Asia market, regulator threat in 

Yee needs to be addressed urgently. Additionally, resignation of CEO in Africa and changes in 

organizational structure will have a great impact on the regional management team and also the 

productivity of Dizz, so they cannot wait. Shop in shop proposal helps seize the market share and 
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capture a positive position among the fierce competition in Europe market, so it follows. Network 

security can not be ignored, so it is the fifth. And, acquisition of a handset manufacture， marketing 

drive in Asia and performance related pay also need consideration. 

 

D. Analyses of Issues 

Ⅰ. Errors in the upgrade of contracts details within CAS 

The business of Dizz is highly depended on CAS, so any small mistake happened to CAS will 

cause a great negative influence. 

Dizz is planning significant growth in the European market over the next six years—a market that 

we are told is already saturated. But from this BCG matrix below we can see that European operation 

of Dizz as a Cash Cow that is being relied on to support the fast-growing Stars or Question Marks 

divisions of Africa and Asia. So we cannot emphasize that importance of Europe market more. 

 

As is complained by customers, Dizz’s European call centre charged too much and the price is a 

main determinant of service provider choice. The CAS system is critical to Dizz and so any problems 
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they might experience with this could be significant. Then now Dizz is facing with two kinds of risk: in 

the short term, Dizz may loose customers, resulting in a fall in the revenue and cash flow in Europe 

market, and in the long term, it may undermine Dizz’s reputation, affecting its competitive strategy in 

the competitive markets, leaving customers a irresponsible impression, which is hard to remedy. 

Neither of them can Dizz afford, as any future expansion plan is based on the major revenue 

generated from Europe market and the reputation as a leader in its industry must be protected as a 

guarantee for revenue. 

So Dizz have to take actions with these errors immediately. 

 

Ⅱ. Regulator threat in Yee 

In line with Dizz’s core aim of developing new products and service as to set strategic positions in 

the emerging economies of Asia, the transmitters must begin upgrading as soon as possible as to 

meet the demand of the reliability of network and geographic coverage and therefore reduce the fine 

cost. If not, it does not only influence the service quality, but also builds up reputation risk which would 

make a barrier for further penetration in Asia and even in Africa. 

Based on the customer numbers and ARPU figures for year ended July 2007, the fine cost would 

be 161 million(=5%*115*28). Together with the upgrading cost of 60 million (80million*6/8) assuming 

that we begin the construction at 1th June, the total cash flow out equals 221 million. Compared with 

the cash flow in of 75 million presented in the 5-year-plan, the performance of Yee in 2008 acted as a 

loss of 60 million. However, this would reduce the cost in the six months of the deadline which would 

turn out to be 161 million as repeated, for the construction will be completed at the 1th March, but the 

upgrading cost that falls in that period is only 20 million(=80million*2/8). The gap of 2008 between 

adoption of upgrading or not is 141 million (=161-20). The cash flow can be seen as revenue brought 

by the investment in 2008 of 161 million. What’s the most beneficial for Dizz is that the license is 

guaranteed for the coming years, which is the competitive power in Asia market. 

 

Ⅲ. Resignation of CEO in Africa and Organizational structure 

One of the core aims for Dizz is to continue developing and investing in Africa and Asia, two of 

which are growing fast and full of potential. In this way, the resignation of the African CEO is big 

headache ahead of Dizz since the substance plan of putting the European CEO on the African market 
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is not feasible in the long term. 

As the GFC has proposed to cancel the regional CEO position, it is likely that a new 

organizational structure will be enough. However, according to Porter's theory, this matrix structure is 

synergistic in terms of transferring skills and sharing skills and resources especially in an uncertain 

external environment. The absence of a talented regional CEO has a serious impact on the company 

which would leave the whole company’s business in African market in disorder that will affect the 

future success or very existence of the company. 

What's more, the cancelation will reduce the effects of the market consolidation and penetration 

principle since the African market has its unique and specialties. Given that the recent ARPU in Africa 

(111) and the predicted average growing rate between 2008 and 2014 (2.216%) is close to the 

average level, the African market should be penetrated with a regional CEO taken in charge of.  

 

In the case where AT&T and Telkom has built strategic alliance in 2009, it is easy to find that 

international mobile phone operation giant has deepened their cooperation with African countries in 

diffident way and put an emphasis on the geographic expansion. To conclude from these cases, it will 

be beneficial for Dizz with a regional CEO’s management in the long run. 

 

Ⅳ. Shop in shop proposal 

Europe market is a existing and mature market for Dizz, and Dizz is doing business with its 

existing products in this proposal. So in this case, it is easy to see that Dizz can adopt a market 

penetration strategy towards Europe market. See from the Ansoff Growth Model: 
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In this way, Dizz can maintain and increase the market share of current products. It is also a good 

opportunity for Dizz to secure dominance of this competitive and saturated market drive out 

competitors, and promote band awareness among customers. Brand is clearly very important. Where 

so much of the products look homogenous, Dizz needs to maintain its brand identity or it will look like 

any other mobile company. If Dizz loses this opportunity, then Dizz will be driven into a passive 

position as competitors are also staring at this opportunity，which may lead to a more bloody and 

tough competition for Dizz. 

And what’s more, the profit for this proposal is  

300*7500*35%--40,000—24,500—125，000=598，000 per shop in the first year,  

300*7500*35%--40,000—24,500= 723，000 per shop in the following every year 

If all cost comes from financing, then the interest expense is  

(40,000+24,500+125,000)*6%=11,370 for the first year 

(10,000+24,500)*6%=2,070 for the following years 

According to the cash flow statement, these costs can be easily afforded. 

So it is obvious this proposal is very profitable. 

Although in this industry, customers’ interests are always fast changing and the new customers 

attracted by this department store are supposed to leave and seek another good deal one year later, 

Dizz can still try to enhance its after sale service in order to retain some of these customers. 
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Ⅴ. Network security 

It is recognized fact that Dizz loses some revenues due to fraud and hackers every year. Now 

these problems are increasing. Although not very serious, it does not mean that it is unnecessary for 

Dizz to invest in network. Preventative technology can reduce the revenue lost due to imperfect 

network security and save cost for any future larger failure, as is know in managerial accounting, little 

prevention cost can result in a larger save in inside and outside failure cost. What’s more, weak 

network security could lead to a reputational risk once customers’ privacy is threatened by it. And 

ethically speaking, Dizz lacks due care for its customers if no new investment in the preventative 

technology is made.  

 

Ⅵ. Other Issues  

Acquisition of a handset manufacturer 

There is an opportunity for Dizz to acquire Casung a mobile phone handset manufacturer, and the 

asking price of 10 million is affordable. However, we don’t think it’s a good time for Dizz to purchase 

Casung.  

A second tier handset brand may appear unattractive and the margin wouldn’t be high. What’s 

more, it is inconsistent with Dizz’s image of high quality. 

As Dizz has little experience of the region in which Casung operates and the competition is fierce, 

so Dizz may be unwise to acquire Casung. 

Marketing drive in Asia 

A survey shows that the average age at which children are given their first mobile phone is eight. 

It seems that phone market for children is very promising. Dated to 2006, Disney Mobile has picked up 

on the concerns of parents and began to provide families with mobile phones specifically designed for 

"teens, young teens and parents who want to keep an eye on them", aimed at concerned parents. So 

there is a high probability of this advertising campaign being successful. Attaching to parent’s contract 

with a special rate makes this campaign a feasible pilot program. 

Performance related pay 

It is mentioned that the HR director has proposed the introduction of a performance related pay 

scheme for all employees worldwide. We think it’s a good idea, which can be adopted to boost the 

productivity.  
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Employees will be more likely to direct their efforts towards achieving the organization’s goal if 

they are rewarded for their good performance. Performance related pay scheme makes it clear to all 

employees what performance creates organizational success and does give employees an incentive 

to achieve a good performance level. So we think it a considerable scheme striving for the continuous 

improvement of the company. A real example in the phone network operator industry is that Vodafone 

offers performance-related pay schemes that focus on company and individual performance 

measures.  

But there are still some problems associated with performance related pay. It is hard to measure, 

and standards may have to be lowered with knock-on effects on quality in order to make bonuses 

more accessible. So we should be cautious to these problems when adopting the performance related 

pay scheme. 

 

Ⅶ. Ethical Issues 

Network security 

Dizz is a mobile phone network company which must lay the customers’ information security in an 

essential position. Ensuring no data is lost or duplicated is not only a competitive power to maintain 

current customers, but also one of the CSR of the company. Any case that would release the identity 

of customer or the theft of call time of the customers, Dizz should take effective measure to avoid.  

Marketing drive in Asia---aspect of caring children 

More and more children are equipped with mobile phones for emergency and convenience, the 

specially designed use package is in need. But the campaign should not exaggerate the frequency of 

using mobile phone by children. Dizz can’t ignore the damage that being addicted to using mobile 

phone brings to children just for profit purpose. 

 

E. Recommendations 

Ⅰ. Errors in the upgrade of contracts details within CAS 

This program needs changing urgently. There are two solutions: firstly, Dizz can take back this 

program, leading to a more secured service but higher cost. Secondly, Dizz can have a close 

communication with the outside contractor about the industry background and then the contractor 

provides professional skills about the writing and upgrading of the program. 
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Ⅱ. Regulator threat in Yee 

Firstly, put forward the upgrading construction at 1th June under long view consideration. At the 

same time to equip oneself with powerful weapon, Dizz should never give up the diplomatic method, 

namely to negotiate with the regulator to put off the deadline winning the construction time or to lower 

the fine rate, promising that Dizz would provide a better service and cheaper price package for the 

customer in Yee. The evidence is that we make a quicker beat to upgrade than other rivals. 

 

Ⅲ. Resignation of CEO in Africa and Organizational structure 

The organizational structure should not be altered. Meanwhile, a regional CEO should be 

selected as soon as possible. The alternative solutions are as follows.  

First step, we should make an interim appointment of either an internal person from Dizz or an 

external CEO. What we should keep in mind is that one more day with the post vacant, the more 

would draw the company back.  

Besides interim appointments, a new permanent CEO would be more beneficial for the long-term 

development of the company.  And professionalism and unique experiences in African market should 

be the criteria when choosing such a qualified person to fill such an important vacancy for Dizz. 

 

Ⅳ. Shop in shop proposal 

With analysis from financial aspect and marketing strategy aspect, Dizz should adopt this 

proposal and show an initial expression of interest to signing contracts by early 2010. 

 

Ⅴ. Network security 

One wonders how much revenue Dizz is actually losing from hackers and fraud. In order to avoid 

larger failure cost caused by them, it is strongly recommended that Dizz increase investment in the 

preventative technology. 

 

Ⅵ. Other Issues 

Acquisition of a handset manufacturer 



11 

 

It is the recommendation of this report that Dizz should not acquire Casung unless further 

evidence suggests any favorable factors on Dizz’s main operation. 

Marketing drive in Asia 

Taking the market prospect into consideration, we recommend Dizz to implement this advertising 

campaign and grasp this good chance to march into the children market. Meanwhile Dizz can develop 

different advertising campaigns based on the local market situation when rolling out the campaign to 

other regions. 

Performance related pay 

It is recommended to adopt the performance related pay scheme, which will be beneficial to the 

prosperity of Dizz. Meanwhile, Dizz should establish procedures for formal measurement of 

performance in order to make this scheme measurable. A Balanced Scorecard (Appendix 4) system 

4together with examples of the kinds of measures can be introduced to access performance from 

different perspectives. And Dizz shouldn’t lower the quality standards as this is the key factor making 

Dizz stand out. 

 

Ⅶ. Ethical Issues 

Network security 

Improving the technology day by day to keep network security should be a consistent duty for 

Dizz. Therefore, the investment in the preventative technology has to be increased beyond current 

level given the sustained attacks by hackers in recent time especially for Dizz whose goal is to grasp 

the emerging market. Additionally, the instant reply for the complaints from customers or the survey on 

the current situation of the network security among them helps too. 

Marketing drive in Asia---aspect of caring children 

Child-target marketing should be carried out to suitable extend and launch some using program 

such as to link the phone of children to their parents only. Make the voice out that keeping away from 

long time use or the radiation and even some unhealthy message through campaigns. 

 

F. Conclusion 

   Following the recommendations of this report should help Dizz cope with its present issues and 

help it achieve its core aims. 
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G. Appendixes 

Appendix 1 

SWOT Analysis 

 STRENGTHS 

1.Excellent customer 

service—retains existing 

customers and attracts potential 

customers 

2.Wide network coverage 

3.Excellent quality and product 

range 

4.Strong human resource 

management—motivated ,skilled 

staff 

5.Tailored, effective marketing 

WEAKNESSES 

1.Limits to upgrading in 

CAS for better service 

2.The vacancy of the position 

of CEO in Africa region 

3.Some older facilities—may 

need upgrading in the future 

4.Very ambitious growth 

plans—may encourage 

dysfunctional behavior if not 

hit 

5.Insufficient IT support for 

in accord to scale 

OPPORTUNITIES 

1.Expansion in current Asia 

and Africa markets  

2.Greater coverage in 

existing 

matured European market 

by opening 100 new shops 

3. new market---Asia 

especially  

SO 

1.Expansion in new markets by 

new product and excellent 

customer service and tailored 

effective marketing 

2.Make greater coverage in 

European market by excellent 

quality and product range 

WO 

1. Upgrading the contract 

terms in CAS to maintain 

the good service in Europe. 

2. Penetrate new market by 

high quality of transmitters, 

good service and tailored 

marketing drive. 

 

THREATS 

1.The regulator threat in 

Yee—our emerging market 

2.The hacker attack to 

damage the network security 

3.Highly competitive 

markets 

4.Not keeping up with 

technological changes 

5.Not keeping up with 

changing customer 

requirement 

ST 

1.Upgrading the transmitters to 

guarantee the position in Asia to 

grasp this emerging market 

2. Make success in this highly 

competitive market by opening 

more shops in good location, 

excellent 

quality and product range and 

strong HR management. 

3. Keep up with technological 

changes integrated IT system 

and facility service. 

4. Keep up with changing 

customer requirement by strong 

HR management. 

WT 

1. Keeping aware of the 

current market condition by 

good CAS to gain profit in 

highly competitive market 

Europe. 

2. Upgrade some older 

facilities in the future to keep 

up with the technological 

changes. 

3.Keep up with the changing 

customer requirements to hit 

the very ambitious growth 

plans. 
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Appendix 2 

PEST Analysis 

Political The Yee Gov.—it will require the standard of operating license for a 

mobile phone operator. 

the Regulatory Authorities—it aims at influencing and encouraging 

fair competition and will be appointed by the Gov. 

Gov.’s Policy—on mobile phone operating is that companies cannot 

hold a 100% shareholding. 

Economic Global Financial Crisis—it is likely to affect industry, particularly in 

Europe. 

Exchange Rates—rate risk. 

Credit Crunch—makes raising finance difficult. 

Cost—will be increased with the newly Performance related pay 

(PRP) project, as well as the transmitter updating in Yee. 

Social The Different Market—European markets are matured, while those in 

Africa and Asia are increasing rapidly. Trend towards increasing use 

of data services. 

Data Service—there is a trend towards increasing use of data 

service. 

Media—the customers get information mainly through TV, radio, 

billboard. 

Technological 3G Business—3G is defined as the third generation technology 

which uses new data transmission standards. 

CAS—integrated IT system within which the contracts details needs 

to be updated. 
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Appendix 3 

Mendelow’s matrix 

 

Interest  → 

Power  ↓ 

Low High 

Low Minimal effort 

Current employees 

 

Keep informed 

Casung 

HR director 

High Keep satisfied 

Opposition Party 

The regional manager 

A major department store 

Key players 

Customers 

Outside contractor of CAS 

Yee’s Government 

CEO in Africa 
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Appendix 4 

Balanced Scorecard 

 

 

Innovation and Growth Perspective 

Actions 

To develop differentiated services to customers 

To develop peer recognition program 

To review/update salary/benefits to ensure competitiveness 

Measures 

The number of suggestions put forward which are 

implemented 

Employee satisfaction  

Turnover rate 

Internal Process Perspective 

Actions 

To reduce staff turn over 

To improve supply chain 

Measures 

HR reports on leavers 

Time taken from handset order to delivery to customer 

Customer Perspective 

Actions 

To reduce time taken to solve customers’ problems 

To increase ARPU 

Measures 

Time between problem being raised and resolution 

Management reports 

Financial Perspectives 

Actions 

To cut internal costs in each department 

To exceed revenues budget 

Measures 

Variance analysis report 

Management accounting information 
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Appendix 5 

 

Cash Flow 

  2009 2010 2011 2012 2013 2014 

Profit for the period 8,725 10,459 12,654 15,025 17,797 21,148 

Add: depreciation 7,960 8,188 8,433 8,738 9,129 9,682 

    (working) 

Less: capex -13,100 -14,300 -15,000 -16,900 -19,600 -24,500 

Less: dividend -3,430 -3,838 -4,425 -5,079 -5,852 -6,805 

Add: loans raised - 2,000 - 4,000 - - 

Net Cash Flow 155 2,509 1,662 5,784 1,474 -475 

Cash b/f 1,000 1,155 3,664 5,326 11,110 12,584 

Cash c/f 1,155 3,664 5,326 11,110 12,584 12,109 

 

 

 

 

 

Working-Depreciation 

 2009 2010 2011 2012 2013 2014 

NBV b/f 208,000 213,140 219,252 225,819 233,981 244,452 

Additions 13,100 14,300 15,000 16,900 19,600 24,500 

Sub total 221,100 227,440 234,252 242,719 253,581 268,952 

Depreciation(3.6%) (7,960) (8,188) (8,433) (8,738) (9,129) (9,682) 

NBV c/f 213,140 219,252 225,819 233,981 244,452 259,270 

 


