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Section 1 

From: Senior Manager 

To: Geo Pataros, CFO 

Subject: Re: Strategic direction & Ecosystems 

 

Dear Mr. Pataros,  

In response to your request, please find below some strategic considerations regarding the proposed electric scooter offering. I have also explained how 

ecosystems, or an ecosystem mindset, could impact our organisational strategy as we consider revising our strategic direction. 

 

A) STRATEGIC DIRECTION 

 

Out CEO, Mei Yee, has made a thought-provoking proposal. This will require careful consideration. A number of factors from a strategic point of view need 

to be considered before the official launch of the electric scooter offering. There are arguments for and against this proposal and I will try to discuss both 

before reaching my final conclusion. 

 

Arguments in favour of the electric scooter offering: 

 

• Consistency with mission and values 

The first thing to consider is whether this proposal is consistent with our mission statement. Runnabout’s mission refers to offering “an economical 

and efficient approach to micromobility” and “to enrich our users’ lives while creating wealth for our shareholders”. That mission is underpinned by 

strategic values that include providing “users with safe and convenient transportation” and “engage with stakeholders to the mutual benefit of all”. 

The electric scooter offering is an answer to the growing expectations of customers for a faster, more personalised and cost-efficient micromobility 

service, and if Runnabout misses the first mover advantage in Geeland, the benefits achieved from this type of service will be much lower than now 

anticipated. We have always been an innovative company that has adopted the latest technological solutions in the micromobility industry, and I 

don’t see why we would miss an opportunity to expand our portfolio of services. 
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• Protecting our market share 

Runnabout has been constantly competing with other providers of micromobility services, as well as traditional public transport, taxi and 

ridesharing services. Our main competitive advantage comes from the fact that we are the only provider of shared hoverboards in the cities in 

which we operate. In case one of our competitors, GoTik, succeeds in their intention to establish a scooter-sharing service in Geeland, we would 

definitely no longer be the only “pedal-free” micromobility provider in the country. The number of our customers would decrease, as well as profits 

and share price. Our shareholders expect a prompt response to this threat from the management and establishing our own electric scooter offering 

is a good way to deter competition from entering Geeland market.  

 

• Expanding portfolio of services 

It is clear that the business world is going through radical changes and if Runnabout wants to retain its position as one of the leaders in the industry, 

it must always look for ways to secure additional revenue. An important feature of scooters is that they tend to operate at higher speeds than 

hoverboards and could be used on both roads and pavements. One of our core competencies is offering a comfortable riding experience and we 

should always explore ways that satisfy different customers’ expectations. We should keep in mind that key participants in the hoverboard market 

are presently expanding their customer base by offering products at a competitive price, with improved features. The competition in the 

hoverboard market is largely based on pricing, with R&D activities playing a major role in this market. If we are not constantly expanding our offer, 

it is only a question of time before another company will start taking over our market share. 

 

• Improved financial performance 

In order to stay competitive and generate satisfactory returns to shareholders, Runnabout must experiment with new product lines, tinkering with 

technologies from established producers abroad and adapting them to local conditions. New services increase revenues, while expansion into non-

traditional activities creates demand for our services in total and results in improved financial performance. With the electric scooter offering, we 

would still remain, if not the only, definitely the main provider of “pedal-free” micromobility services in Geeland.  

 

Taken all together, these benefits would have a major positive impact on the reputation of our company, as one of important aspect of our business is to 

provide users with a safe and convenient transportation.  

 

On the other hand, the electric scooter offering has some risks and uncertainties: 

 

• Distraction from the strategic focus 

Runnabout specialises in offering hoverboard-sharing scheme across Geeland. Although we have a deep understanding of the flow of pedestrians 

through city centres, we don’t have any experience in electric scooter offering. Abrupt changes like this one will imply erratic leadership and adding 
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other lines of business will prove a distraction from the strategic focus of the company. Alan Peters may also be right when saying that that this 

move may cannibalise our hoverboard rentals. We should be careful not to compromise our identity and confuse customers.  

 

Additionally, the price point should be carefully considered. It will be crucial to identify a price that is high enough to reflect the quality of the 

service, but low enough to actually be accessible to the relevant demographic and deter competition from entering our market.  

 

• Reputational risks 

Runnabout’s brand is the motor of its success. It has taken years to build it but a brand may suffer irreparable damage in a very short space of time 

if a company’s leaders take a few imprudent strategic steps. We don’t have any expertise in the electrical scooters sector, and it would take some 

time to build a relationship of trust with a manufacturer of these devices. The reason why it is so important to invest in the quality of the scooters is 

the fact that they are often ridden on pavements rather than on the road and have been involved in accidents involving pedestrians. Any 

involvement in traffic accidents would put a major pressure on our reputation and erode some of the loyalty associated with the Runnabout name. 

 

Overall, this is certainly a departure strategically, and is not consistent with our current approach. However, if a new strategic direction is what is desired, it 

needs to be done in a way that will not compromise Runnabout’s brand identity and long-term viability. 

 

 

B) THE ORGANISATIONAL ECOSYSTEM 

 

An organisation’s ecosystem is made up of a network of organisations – including customers, suppliers, distributors, competitors, government agencies etc. 

– involved in the delivery of a product or service. This can be done either through cooperation (e.g. customers and suppliers) or competition. When revising 

its strategic direction, Runnabout should bear in mind that all components of an ecosystem impact on each other, creating a relationship that is constantly 

evolving and within which our company must be flexible and adaptable in order to survive.  

 

Runnabout exists in a highly complex business ecosystem, made up of many participants. Examples would include:  

• Software developers employed by the company who are the developers of the mobile app which is necessary in order to sign in and use our 

hoverboard-sharing schemes. Runnabout’s operations are wholly dependent upon the availability of its servers and the users’ access to mobile 

phone networks in order to operate their apps. 

• Suppliers of hoverboards, Minnerring Robotics being the exclusive supplier of all of Runnabout’s hoverboard. Since Minnerring is selling its 

hoverboards to a wide range of customers around the world, it is very important that we maintain strong relationships with them to keep our 

privileged purchasing position.  
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• Competitors – companies such as GoTik or Dokbyke are constantly innovating and therefore forcing Runnabout to do the same.  

• Customers – individuals who use our hoverboard-sharing schemes.  

• Learning institutions – such as universities, that develop potential employees with the necessary skills.  

• Legislators – those who formulate the law, such as the Ministry of Transport, which impacts, not just on Runnabout, but also other competitors. 

 

Today, strategic decisions involve the matching of the activities of an organisation to its ecosystem. As well as the environmental forces and the resource 

availability, the strategy of Runnabout will be affected by the expectations and values of those who have power within and around the organization, i.e. 

participants of our ecosystem. Businesses are no longer able to just consider their immediate customers and immediate suppliers. This is because problems 

anywhere in the organisation’s ecosystem can have a significant impact on the business. 

 

Having an ecosystem mindset when revising our strategic direction will impact our organisational strategy in several ways: 

 

• Identification of threats and opportunities  

Analysing its environment can help Runnabout to identify potential problems which it may have to face within its ecosystem (such as future 

changes in legislation that will affect its operations) as well as possible areas for growth and development that it may wish to take advantage of.  

 

• Assessment of competition  

Analysis of our ecosystem involves, in part, the examination of the Runnabout’s competitors. Understanding how rivals are acting in the ecosystem 

may help us stay more competitive in the market. For example, actions of one of our main competitors, Dokbyke, who operates an electric bicycle-

sharing scheme, have an impact not only on our market position, but will influence the decision made by all customers, suppliers and legislators. 

Competitors may also take advantage of developments in technology and may receive subsidies from the government or city authorities. If Dokbyke 

receives subsidies, it might mean that less funding opportunities will be available for us. 

 

• Changes in technology 

Traditional business models are being challenged and redeveloped as the opportunities of new digital technologies are recognised and are being 

introduced into organisations and their ecosystems. This is why learning institutions are such an important resource of talented IT employees, 

especially for a company like Runnabout that is dependent upon the efficiency of its IT infrastructure.  
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• Customer empowerment 

Customers in the micromobility industry have become accustomed to having a greater input into the product offering they receive, and the 

purchasing experience they enjoy. We need to ensure that we are continually monitoring our ecosystem to ensure that our core competences are 

still valid and that all thresholds are duly satisfied. 

 

The essential significance of the ecosystem mindset lies in a deep analysis of all our business networks, based, not only on their positive aspects, but also on 

their negative and competitive aspects and how their actions can cause effect, not only at the individual but, at the ecosystem level. Within the ecosystem, 

not only business actors, but also non-business actors are included. For example, a change in legislation that would alter the current agreement where 

Runnabout is the sole provider of hoverboard-sharing schemes in Geeland, would impact not only our company, but the other participants of the 

ecosystem as well.  
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Section 2 

From: Senior Manager 

To: Geo Pataros, CFO 

Subject: Re: Funding options & political risk 

 

Dear Mr. Pataros,  

Following our conversation today, I have put together a report that responds to each of the three concerns you voiced earlier on. 

 

A) FUNDING OPTIONS 

 

Debt financing 

Bank term loans are commonly used to finance capital investments. Borrowing the money instead of buying assets outright frees up working capital that we 

can use for other more productive purposes. Term loans can be structured according to the asset type and based on the useful life of the asset being 

acquired. In our case, we could apply for a loan where the repayment period matches the time required to generate adequate returns from this project. 

 

However, I am not sure how much scope there is take on further debt as the current gearing ratio stands at 55%. Although our operating profit has 

increased in 2019 by 20% compared to 2018, I am not quite sure that the company will have sufficient funds to cover our interest expense obligations and 

principal repayment. Also, lenders may take the view that the micromobility industry is potentially exposed to fluctuations in the economy because 

customers will not spend money on discretionary items when their disposable income is low. They might also see volatility in operating profit as an obstacle 

when servicing existing liabilities and debts and further borrowing may make the problem even worse. 

 

On the bright side, a recent increase in revenues and profitability might have improved our credit rating.  If this is the case, creditors will consequently 

decrease the interest rate charged. Availability of bank loans depends on our credit worthiness and credit rating with a bank. The company also pays tax 

and so it would be able to take advantage of the tax relief available on paying interest on debt. 

 

The G$6.5m that is required is not a massive loan and so it would not have a major effect on the overall gearing. Having said that, the loan might have to be 

secured and the new scooter docks are unlikely to be suitable collateral because it is effectively a construction that cannot be removed and sold separately. 
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The bank might insist on a mortgage against Runnabout’s existing property and that could be inconvenient if it affected future plans to raise finance or even 

the prospective sale of our assets. The loan could, therefore, create a disproportionate problem for Runnabout. 

 

Equity financing 

Runnabout paid out $G7.095 million, which is around 36% of its net profit in dividends in 2019 to shareholders. The institutional shareholders, in particular, 

are unlikely to welcome a change in Runnabout’s dividend policy. Investors will have taken note of this fact and a further reduction in our dividend may 

make our shares seem relatively unattractive. This is especially the case given the fact that capital gains have not been strong for owners of our shares for a 

number of years, making solid dividend payouts all the more important for them. While equity is a more expensive form of financing than debt, given the 

fact that there is no tax relief on equity, Runnabout’s shareholders might welcome this form of financing for projects.  

 

A rights issue might work well as it would give our current shareholders an opportunity to acquire new shares at a discount and would avoid the dilution of 

their current holding. It is unlikely that it will be worth organising a share issue for the sake of raising G$6.5m. The issue costs would be significant for a 

share issue of that size, unless there was a small group of investors who would be willing to invest in a small tranche of new shares. It might, for example, 

be possible to settle the construction costs of the new scooter docks by giving the builder an agreed block of shares in lieu of a cash payment. A rights issue 

would be too unwieldy to extend the share ownership by that tiny amount. 

 

Another option is to use retained earnings as a source of funds for the new investment, the figure standing at G$41.5m at the end of 2019. Retained 

earnings arise from the profit that is not distributed among shareholders. As a result, no additional borrowings are required. Retained earnings are 

considered to be the most conservative way to finance investments. The potential drawback is that the share price might fall as a result of this proposal not 

being perceived as good news by existing shareholders, who expect that their investment in Runnabout will, at some point, materialise in the form of 

dividends. The most important task for the management is to persuade shareholders that this investment is in their best interests. The potential business 

benefits will have to be highlighted in the hope that the markets can be persuaded that the company will prosper when the project comes to fruition. 

 

B) POLITICAL RISKS 

 

I will discuss below a suitable approach to managing our relationship with the Geeland central government and also the political risks that will remain if we 

succeed in creating a sound relationship with their representatives. 
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Approach to managing our relationship with the Geeland central government 

 

Communication  

We have to establish strong communication links with the central government, the same as the one we have with local authorities. We have to inform them 

how existing regulations impact our company and how important it is for us to keep all the permissions to locate our hoverboard docks in convenient 

locations. Also, we should emphasise that it is vital for us to stay informed about all important legislative developments in the industry, so we are not 

surprised by the entry of the rival company. Our communication with the central government should be clear, consistent and regular. We should highlight 

our concerns about the impact different government decisions could have on our business.  

 

Transparency  

We should be totally transparent with the way that we communicate with the government. All details that are public knowledge should be communicated 

with the government in a timely and accurate manner. For example, we can explain how our operations would have to cease in the case where permissions 

are withdrawn in any city where we operate our scheme.  

 

Integrity 

We should be completely honest in the way that we communicate with the government and tell them all the truthful details about our business. For 

example, the threat that would arise if the Transport Minister, who is responsible for governing transportation at a national level, imposes more stringent 

rules relating to the maximum size of docks and the minimum distance from roads. We can communicate how this could seriously affect our margins and 

our ways of operating.  

 

The most sensible approach to dealing with this would be to develop a relationship with each interested ministry, (in our case the Transport Ministry) so 

that we are aware of the issues. We might simplify the process of developing these links by engaging a lobbying company to make the introductions that we 

need. Lobbyists will also understand the attitudes of key officials and politicians and will be able to advise us of how we are likely to be perceived. 

 

Also, the national press will have a key role to play in our political visibility. We need to develop a good relationship with the main newspapers and news 

broadcast media. For example, we should be very clear about our goals in the country and should publicise any positive news. If the press is supportive then 

politicians will be less likely to interfere with our interests 
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Political risks that will remain if we succeed in creating a sound relationship  

  

One of the political risks that may still remain, even if we do create a sound relationship with the Geeland central Government, is that they may listen to our 

concerns but may decide that our claims aren’t strong enough to stop the new legislation from coming into place anyway. This is always a risk when dealing 

with governments, as they have to take into consideration the operation of the industry as a whole and not just the operations of one company. So, we 

should plan on how we could mitigate the risk of any potential new laws coming into place even if we are having successful discussions with the 

government.  

 

We have always been successful in building strong relations with local authorities who have been addressing our concerns and listening to us. Now we have 

to do the same with the central government by appointing a lobbying company or authorising some of our senior management staff to take this role. 

However, a change in government can always happen and new officials who come into power could be less sympathetic to our concerns than the previous 

ones.  

 

There is always a risk that any defeated legislation could be re-tabled and pass the next time. So, even if we are successful with communication and the 

current government decides not to introduce new legislation, there will always be a risk that a new government may see things differently and re-table this. 

So, constant monitoring of the political landscape will be necessary.   

 

Today, companies like Runnabout need to manage a complex system of relationships, not only with business partners, but also with regulators. Political 

interference in decisions carried out by market participants can ultimately affect, not only our financial performance, but also the corporate image 

Runnabout enjoys with its consumers. Uncertainty regarding political changes and the resulting economic and policy changes also present an increased risk 

for our company, especially because this law was previously defeated.  
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Section 3 

From: Senior Manager 

To: Alan Peters, Director of Operations 

Subject: Re: Cybersecurity, currency risk & ethical issue 

 

Dear Mr. Peters,  

 

Please see attached the briefing notes discussing the role of the board in establishing and directing the company’s digital strategy, as well as a 

recommendation on suitable company policies on cyber security. 

 

A) CYBERSECURITY 

 

Users of Runnabout’s hoverboard-sharing schemes create an account on Runnabout’s secure website and download a mobile phone app. During the 

registration process, they enter their credit card info by providing the 16-digit credit card number accompanied by their 3-digit credit card validation (CCV) 

number. All hoverboard rides are charged to the user’s credit card.  

 

Possible threats and attacks against services provided by mobile payment application providers include the compromising of a cardholder’s sensitive data 

and the compromising of the user profile managed by the mobile payment service provider. Attackers might direct their effort to cardholder credit/debit 

data and the personal data of the user that is stored by the mobile payment service provider. The main motivation behind these attacks is to steal credit 

card data or to abuse non-authorised access to the user profile managed at the mobile payment provider.  

 

Because all our payments are collected via mobile app, Runnabout should make customers and merchants aware of the risks and the consequences of 

running their application in a mobile environment.   

 

Customers should at least follow a number of minimum-security measures that should be required to securely use their application:  

• The customer should update the Operating System on a regular basis, as soon as the OS provider makes an update available.  

• Network transport should be trusted: Performing mobile payment transactions from an untrusted network (such as public WIFI hotspot) could 

facilitate third parties intercepting the communication and potentially tampering with the payment.  
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• Customer authentication to the mobile device should always be enforced with the use of biometric controls or a strong PIN/pattern.  

• Effective configuration should be in place in case the device is lost or compromised, such as a remote data wipe out. 

 

Runnabout should also follow guidelines to ensure the security of the payment transactions:  

• POS software should be updated as soon as the provider releases a security update. POS software has visibility of all payment transactions, and 

therefore sits in a privileged place for an attacker. POS have been targeted by malicious software and therefore providers should update the 

terminals to ensure that the software preserves its integrity.  

• POS could be tampered with from a hardware perspective. Runnabout should be made aware of potential attacks so that they can be efficiently 

remediated.  

 

It is also required that the mobile payment application is built with security in mind and, where appropriate, secure software development should be 

adopted.  

• Avoiding hard-coded sensitive information such as passwords or keys.  

• Employing anti-reversing techniques.  

• When possible, verifying the integrity of the running code, in order to ensure that it has not been back-doored. This includes the importance of 

provisioning the application only through trusted application stores.  

• When possible minimizing at all times the potential man-in-the-middle attacks by implementing effective certificate pinning in order to ensure 

that the application is communicating to the intended end points.  

   

Mobile payment application developers should provide visibility to the security measures applied to the application when offering it to the clients. Providing 

visibility to consumers of which safeguards are taken by the all mobile payment application stakeholders (to protect consumers confidential, personal and 

payment data) will ultimately lead to a better security of transactions occurring over the mobile channels. 

 

B) CURRENCY MOVEMENTS 

 

Electric scooters will be purchased from GoTik in Deeland. The simplest way to avoid any movement would be to buy all the necessary scooters 

immediately. That would set the price in terms of the current exchange rate and would be a form of natural hedging that did not involve costs associated 

with hedging or protecting the rate. The payments will be otherwise spread over the next several months or even a year, which complicates matters 

because paying such a substantial sum immediately will involve either an opportunity cost or an actual cost in terms of interest receivable or payable. There 

is also no doubt as to whether we will proceed with this purchase, which makes it even more attractive to buy immediately. 
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Another possibility would be to open a foreign currency account where it is held in the foreign currency of our choice – in this case $D. This means we can 

exchange Deeland dollars for local currency when rates are in our favour, simply by transferring funds to this account. Then we’ll have funds at the ready 

for future transactions, with the certainty of knowing the exchange rate ahead of time, as you have already made the exchange. Once again, the downside 

is that once we’ve moved the money to this account, Runnabout is no longer able to benefit from currency fluctuations in our favour. 

 

A futures contract is another possible route for us to consider. This contract specifies the price, in one currency, at which another currency can be bought or 

sold at a future date. Currency futures contracts are legally binding and counterparties that are still holding the contracts on the expiration date must 

deliver the currency amount at the specified price on the specified delivery date. In our case, GoTik would be taking on the obligation to provide the 

scooters by the specified delivery date of the contract. This will allow us to know the costs associated with scooters upfront and hedge the currency risk. 

 

Currency options is one financial instrument we can use to hedge against currency risks. Currency options give the investor the right, but not the obligation, 

to buy or sell a currency at a specific rate on or before a specific date. They are like forward contracts, but the investor is not forced to engage in the 

transaction when the contract’s expiration date arrives. In this sense, if the option’s exchange rate is more favourable than the current spot market rate, we 

would exercise the option and benefit from the contract. If the exchange rate is not favourable, then Runnabout also has the luxury of allowing the option 

to expire. The way this applies to Runnabout is that we could purchase $D at a time when the exchange rate is favourable to us, making the cost of 

purchasing the electric scooters a cheaper investment than it would initially appear. This option also offers more flexibility than forward contracts as we are 

not locked into a specific date. However, this flexibility is not free, and options is considered one of the more expensive ways to hedge currency risk. 

 

C) ETHICAL CONCERNS 

 

Hoverboards can cause injury and property damage when ridden irresponsibly. The board is now considering an increase in the maximum speed of our 

hoverboards in order to preserve hoverboard customer base.  

 

I would like to point out that health and safety are an essential element of ethical practice. Health and safety can only be achieved if risks are identified and 

effectively addressed before an accident happens. As Pat Olly said, the speed increase is almost certainly going to lead to a higher rate of accidents amongst 

hoverboard users. This move could be perceived as a lack of integrity, as we would not come honestly to our customers to tell them how their safety is 

jeopardized with this intentional speed increase.  

 

There could be a question over professional competence and due care if it is revealed that increased safety risks have been identified but not taken 

seriously until an incident occurs. These behaviours are unacceptable and could lead to fatalities and serious injuries. They breach health and safety laws, 

our obligations under The CIMA Code of Ethics, and our moral obligation to protect the safety of our customers. 
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I would also like to point out that the lack of awareness or deliberate acceptance of risks and unsafe practices can have severe consequences and may even 

invoke legal remedies against those who carry professional and managerial responsibility.  Do we really want to be the company whose safety measures 

have taken a back seat to market share, sales and profitability? Even if we made a calculated risk analysis and manage to cover all potential risks by 

insurance, we would be ignoring the rights of the public to use a product or receive a service that works as intended.  

akulugy26 (akulugy26@gmail.com)


