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Candidate no:   Marker number:   Mark:  

 
Part II – consisting of subsection (e) 

Part (e) Discuss the strategic and risk management considerations for Platinum 
arising from the unionised workforce, increased cost of operations and a 
declining market price for end products 

Mark 

Strategic and risk management issues:  

Given the unionised work force, an increased risk of strike action/labour unrest exists which 
may result in production stoppages and financial losses,  
impacting on the customer base and potential penalties due to non-performance. 

 
1 
1 

The tough financial conditions experienced by the company and the decision to retrench 
(with specifically identifying who will be affected) can impact on morale and have a 
number of significant effects: 

 A deterioration in operating effectiveness of internal controls increasing the 
risk of fraud. 

 Poor quality/defective production output resulting in additional costs and a loss of 
customers. 

 
1 
 
 

1 
 

1 

The sustainability of the company could be at risk if the aforementioned conditions create 
uncertainty around the continued supply to customers of its products. Alt: going risk 
resulting from the company’s profitability and cash flow position. 

 
1 

Break down in relationships between Platinum and its stakeholders resulting in the 
need for stakeholder engagement in order to restore trust in particular. 

 
1 

Managing reputation risk resulting from labour unrest/strike action. 1 

Strategies: Workforce unrest and union interference  

The board of directors should consider redeveloping/re-aligning their existing formal 
labour management strategy (if such a strategy exists) or develop a new labour 
management strategy to outline Platinum’s labour relations policies and procedures in order 
to minimise labour risk and attract a competent, productive and happy workforce. 

1 

Establish a dedicated ‘labour relations team’ with the necessary skills and expertise to 
develop and administer such a management strategy. 

1 
 

Consider and analyse current agreements with trade unions and facilitate the 
process of renegotiation of agreements to the benefit of the organisation and its 
employees. 

1 

Develop formal communication channels (using regular update meetings) between 
Platinum and its workforce (via the trade union representatives) at which the overall 
financial position of Platinum and its current financial and operational difficulties 
could be discussed. 

1 
 

1 
 

Identify and provide extensive training for employee relations ‘champions’ within the 
organisation who can act as go-to persons for employees at various levels and divisions 
within Platinum and also engage with the trade union representatives. 

 
 

1 

Determine what the current grievances of employees are through extensive 
consultation with trade union representatives.  
Assure that the trade union representatives of Platinum are committed to addressing 
these grievances as far as possible within the financial and operational constraints 
within which the company currently operates. 

1 
 
 

1 
 

Formalise an employee management programme containing details of how Platinum 
plans to deal with on-going employee grievances, e.g. by putting in place arbitration and 
employee complaint mechanisms. 

1 

Proactively engage with the trade union to negotiate the terms and conditions of the 
organisation’s collective bargaining agreement to avoid unplanned workforce absences 
and devastating strike actions by the employees. No trade unions are to be excluded 
from negotiations. 
The focus should be on negotiating longer term wage agreements to prevent continued 
strike action. 

1 
 
 

1 
 

1 
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Attempt to link wage increases to productivity gains in order to drive value. 1 

Provide formal orientation and training for employees on the labour relations policies 
and procedures of the company (and any revisions) to confirm the company’s commitment 
to them and simultaneously obtain employee buy-in. 

1 

Attempt to reduce dependency on labour force through the mechanisation of 
production processes. 
Attempts to reduce dependency on the labour force are however likely to cause further 
tension (impact/risk) between Platinum and its unions and employees. 

 
1 
 

1 

As part of the retrenchment process particular attention should be paid to identifying 
critical staff and retaining them which would include focusing on reducing their anxieties 
relating to the potential job losses. 

 
1 

Security of employees and management during labour unrest/strike action needs to be 
focused on. 

1 
 

Platinum needs to seriously consider contingency plans to be put in place to minimise the 
impact as far as possible which labour unrest and/or strike action can have on the 
operations. 

1 

Increased cost of operations and declining market price for end products  

Strategic and risk management issues: 
Increasing costs resulting from higher electricity costs, higher labour costs, the impact of the 
weak Rand and decreasing selling prices are driving margin pressures impacting 
negatively on profits and cash flows. 
The company’s ability to operate as a going concern needs to be considered. 

 
 

1 
 

1 

The aforementioned are destroying value and driving sustainability risks. 1 

Due to the poor financial performance, Platinum could potentially be in breach of certain 
loan covenants. 

 
1 

Strategies to address these:  

Consider any tax planning opportunities available to the company (e.g. making use of 
assessed losses to maximise deferred tax assets of the company). 

1 

Carefully assess financial and operational ratios of the company and compare these to 
budgeted ratios and strategic milestones, considering the initial planning assumptions and 
changes to the way forward.  

1 

Carefully assess financial and operational ratios of the company in comparison to 
industry averages and/or competitors for similar ratios to better understand the market 
reaction to increased cost of operations and declining market prices. 

1 

Identify non-core and high cost activities and consider outsourcing these to service 
providers who can provide these services at reduced costs.  
Consider the risks related to outsourcing, e.g. quality service, security. 
A service level agreement (SLA) would need to be put in place to manage the risks. 

1 
 

1 
1 

Centralise duplicated support activities such as human resources, administration, 
payroll, accounting, etc., to save costs, drive efficiency and provide specialist support in 
each area.  
Consider the cost to restructure and  
risks relating to a hostile union environment as part of a centralisation proposal. 

1 
 
 

1 
1 

Review cash flow management and opportunities to relieve the strain on the liquidity of 
the company by structuring transactions, such as sale and leaseback of non-current assets 
and negotiation of supplier terms (any example will be considered). 

 
1 

Draw up a proper financial strategic plan and budget for submission to the organisation’s 
bankers for the purpose of obtaining sufficient bridging and operating capital to provide 
in the company’s immediate cash flow requirements. 

 
1 

Review (use marketing specialists to analyse) the success of the current marketing 
strategy, popularity/success of current product lines, demand for current product lines, 
etc.  

 
1 
½ 

Develop and institute a proper marketing strategy, including which 
product lines will stop, which will continue, and potential new product lines. 

1 
½ 
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Consider diversifying the product portfolio and develop new product lines for which 
sufficient demand exists in the market based on market research. 

1 

Reassess the pricing strategy and benchmark it against major local and international 
competitors. 

1 

Consider importing components from countries in which these components can be 
sourced at significantly lower prices. 

1 

Consider implementing a hedging strategy, particularly in respect of imports, to hedge 
the negative impact on profits and cash flow of a weak Rand. 

1 

Would it be possible to source components locally to avoid currency risk? 1 

Consider a diversification strategy entailing expanding Platinum’s market to include the 
export market to benefit from a weak Rand. 

 
1 

Consider entering into long-term contracts with existing clients to increase stability in 
the organisation and facilitate cash flow management. 

1 

.Consider implementing employee incentives such as share-based payments, bonuses 
and deferred bonus schemes to recognise increased productivity and sustainable profits. 

1 

Implement strategic cost management strategies (including ABM, JIT, life cycle costing, 
value chain analysis) focused on reducing the cost of the end product. 

1 

Consider alternative sources of financing for the organisation such as the issue of 
debentures, preference shares and bonds. 

1 

Speed up the process of getting the end product to market. 1 

Perform increased analysis of operational performance (i.e. more detailed reports 
including observations and recommendations) taking into account operational and financial 
variances to detect risks and support decision-making. 

1 

Any other valid point (based on professional judgement of the marker). 1 

Available 55 

Maximum 19 

Communication skills – layout and structure 1 

Total for part (f) 20 

 
 


