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Question 1

@ The Internet is a network that links computers across the world. 1t conssts of
an infrasructure of savers and  communication  links  between  them.
Higoricdly, academic and military users developed the Internet.  The Internet
has many tools which enable usars to navigate between information and
resources and trander files between servers.  The most popular of the toadls is
the Intemet browser (such as Netscape Navigator and Microsoft Outlook
Explorer). The trus might use the Internet to increase the exposure of the
organisation, as a library resource for its employees and as a means of
communicating with individuals and organisations externd to the trust.

An intranet by contrast, uses web servers, browsers and e-mal within an
organisation.  This enables the organisation to share information and software
goplications.  The intranet is only accesshle to the organisation's employees.
Intranets are described as being: quick to set-up; chegp to maintain and easy to
use and popular with users. Examples of use might include:

details of vacancies within the trudt;

legdl and ethical requirements and advice;

the misson and vaues of the trust; and

datisicd and peformance measurement information, agendas and
minutes of meetings, interna telephone directories.

An extrangt enables the organisstion to share information with other
sakeholders and collaborators.  An extranet can be thought of as an intranet
that is extended beyond the boundaries of a company. An organisation such as
the trus might wish to offer paients within the hedth authority’s boundaries
the dbility to e-mal hedth workers for advice on hedthcare. It might dso
provide an inteface with suppliers of medicd consumables, improving links
with these suppliers. This would reduce the necessty of holding large
amounts of sock and provide hedth practices with a means of ordering
consumables from a condantly updated cadogue with information on
delivery times.

3 marks for description and applicability of each to the trust up to a maximum of 9

(b) E-mal: the sending of dectronic messages from individuadSorganistions to
each other. E-mal dlows users to atach files to the message, include word
processed documents and spreadsheets for othersto read, save and adapt.

Usenet groups. Used by specid interest groups to discuss metters of common
interest.  This might include medica researchers interested in communicaing
about treatment of a particular disease.

World Wide Web: The Web dlows individuds and organisations to publish

information and run gpplications over the Internet.  An organisation such as
the trust would publish its Web Ste using the World Wide Web.

IFMXM2 Page2of 11



Information and Financial Management December 2000
Marking Scheme

FTP file transfer: File Trandfer Protocol is used as a standard for sending files
across the Internet. A common use of FTP is for sending amendments to
software gpplications.  FTP is a feature of Web browsers for downloading
files

Tenet: This sarvice dlows remote access to computer sysems.  For example,
a sydem adminigrator on one sSte can log onto a computer esewhere to
enaureit is running successtully.

Gophers, Archie and WAIS: These tools are used for storing and searching for
documents on the Internet. They were commonly used before the
development of the Web and have now been largely superseded.

Internet Relay Chat: This is a communications tool which alows text-based
discusson or ‘cha’ between different users who are logged in a the same
time. It can be thought of as a text-based tde-conference, and can supplant
mestings and be used for educationa purposes when dl participants are not a
the same loceation.
1 mark for identification of tool, 1 mark for description
credit for other reasonable answers up to a maximum of 8

(© Electronic commerce can be thought of as busness transactions in which
paties interact eectronicdly. An example is the provison of on-line services.
Electronic commerce ectivity exids in a number of different forms. A
common festure to these is the use of dectronic methods and techniques using
computers and communication systems.

An example of dectronic commerce rdevant to an organisation such as the
trust is dectronic data interchage (EDI) or business to business (B2B). EDI
is a s of communication protocols used extensvely in inter/intra-company
transactions.  An EDI message might contain detals of ordering, invoicing and
payments.

The benefits of dectronic commerce include

Improved orgenisationd  peformance through better qudity, deciSon
making and customer satisfaction.

Improved efficiency through cost saving.

Improved transaction times through high speed, accderated or red-time
transactions.

1 mark for description of E-commerce.
2 marks for description/examples how it might assist an organisation such as the trust.

(3)
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()] Key risks associated with the development of the Internet/intranet include:

Computer fraud, with for example, employees usng the Internet to transfer
funds, or extend agents ganing unauthorised access (eectronic
eavesdropping).

Theintroduction of computer viruses by emall.

Other risks might include:

The rik that the trugt is rdiant on the Internet and has difficulty
maintaning the ste and ensuring the server is operationd 24 hours a day,
365 days per year.

The risk of not ‘getting it right fird time€ exposng the trust to other
operdtiond difficulties  The NHS is currently suffering a burgeoning
amount of clinical negligence dams againg it.

The risk of not teking risks.  That is by not using the Internet it fails to
innovate and improve— priorities for al public bodies

The risks might be managed by:

IFMXM2

The use of passwords and persond identification numbers (PINS) for
employees and other authorised users.

The use of firewdls — dectronic filters placed between the trud's
computer network and the outside world.

The devdopment of policies and procedures to manage Internet security
issues.

The use of experienced daff ad conqultants to deveop Intenet and
associated gpplicaions.

1 mark for each identified risk (max 2 marks);
1% marks for identifying how the risk might be managed (max 3 marks)
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Question 2

@ The criticd peath is the sequence of activities that defines the shortest duration
of the project. If any of the tasks on the criticd path are deayed, then the
overall project duration will be extended beyond the minimum time. ADEFG. 3

) Deay in activities on the criticd pah will result in dday for the project
ovedl.  Theefore, the proect manager should dlocate dedicated and
experienced resources to those activities on the critical path with the am of
medting or bedting the origind time edimaes. The project manager should
dso dosdy monitor the progress of activities on the criticd path.  Activities
on a noncriticd path may overrun ther dlotted time, by the difference of the

latest and earliest finish times, without delaying the rest of the project. 2
Figurel
©
0)

1 mark deducted for each mistake (4)
(ii) ABHI

21 days

lday

1 mark for each point

(3)

@ A Gantt chat could be used to identify and smooth resource requirements.
Gantt charts show the duration of padld and sequentid activities in a project
as horizontd bars on a chart as a means of summarising a project plan and as a
means of showing how many eactivities can be undertaken in pardld a one
time.
1 mark for Gantt chart, 2 marks for description

(3)
(15)
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Question 3

@ The Badanced Scorecard is a framework which intends to take a
comprehensve gpproach to performance measurement.  Traditiond measures
of peformance usudly focus on one aspect of the busnes (financid
performance). Kaplan and Norton's Baanced Scorecard attempts to bring
together in one report, disparate dements of the competitive agenda and to
prevent sub-optimisation through the improvement of one area @ the cost of
another. The Baanced Scorecard collects financid and non-financid
measures of performance from the organisation’s misson and drategy. The
scorecard attempts to find a balance between:

Exteend measures for dekeholders and internd  messures of business
processes;

Outcomes of past performance and drivers of future performance;

Objective and quantifiadble outcome messures and subjective and more
qualitative messures, and

Short-term and long-term objectives.

1 mark for each relevant point made; maximum 5 marks
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b To be of vaue, performance indicator s must meet a number of criteria

They mugt be of interest to the public rather than just being a management
todl;

They should ded with issues of codt, economy and efficiency as wdl as
quality and effectiveness,

They should support comparisons, over time and between organisations,

They should cover the main sarvices provided by organisations, and

They should be generdly acceptable to dl parties concerned including the
public, the public service and its employees and other interest groups.

All of these requirements makes the process of developing a ussful st of
indicators for an organisation difficult. One reason is that many indicators are
ussful but give a patid view of the overdl picture.  Also, some indicators are
quditetive in their nature, while the hard quantitative end of assessng
performance has been dominated by financid andyss. Agan, the bdanced
scorecard has been seen as a means of deding with this very heterogeneous
Stuation.

Y2 mark per characteristic (max 2 marks); 1 mark per example (max 2 marks)

©

Financial Perspective Customer Perspective
Critical success Measure Critical Measure
factor success factor
Survivd Cash flow Trainees Trainee
ganing Turnover
employment
Budgetary control Within dlocation Trainees % Retention rate
remaningin by employers
ful-time
employment
Internal Per spective Innovation and L earning
Per spective
Critical success Measure Critical Measure
factor success factor
Employee hedth Sickness leves Increased % tota
investment expenditure
Employee ills Number of New Timefrom
training courses product/service | evauation to
developments implementation

Y>amark for identifying each per spective; ¥2mark for identifying an appropriate CSF;
%% mark for correctly identifying an appropriate Performance Measure associated
with CSF. Max 6 marks

(15)
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Question 4

@

()

@

c—\/2*£350’000’000*£250

0.07
= £1581,139
(i) No. of conversion transactions each year _ £350,000,000
£1,581,139
=221

(i) average cash balance = ECQ/2
= £1581,1392

= £790,570

(iv) totd cost = (£250* 221) + (E790,570 * 0.07)

= £110,590

The Baumol modd is amilar to the Economic Order Quantity modd used for
sock management. The Baumol modd trests cash hdd for transactiond
purposes rather like stock. The assumption is tha cash is dravn on a a
condant rate until it is fully consumed. The mode therefore assumes certainty
and congancy of demand. Marketable securities are excluded from the modd:
they are sold to be used to top up the transactiond cash baance when required.

The Baumol modd assumes, raher ampligicdly, that cash flows occur into a
business a congant predictable rates. This would be the case for ingance, if
dl cash inflows including the proceeds of the sde of marketable securities,
occurred on the first day of every month. This ‘inventory’ of cash is then
consumed a a condant rate during the month only to be replenished in full and
immediately at the end of the month.

The Mille-Orr modd is a more sophigicated and redigiic gpproach to cash
management. It dlows for random and unpredicteble changes in daly cash

IFMXM2 Page8 of 11
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©

bdances and overcomes the smplisic assumptions of congtancy and certainty
of demand inherent in the Baumol modd.

Based on contral theory, the Mille-Orr modd sets upper and lower control
limits, within which the daily cash bdance is dlowed to fluctuate If the daly
cash bdance reaches the upper control limit, cash is used to purchese
marketable securities.  The amount of the purchase of the marketable securities
is determined by the difference between the upper control limit and the target
cash levd. If by contragt the cash badance dips below the lower control limit,
marketable securities are sold ad converted into cash to restore the cash
baanceto itstarget leve.

In practice the Baumol modd provides a useful garting point from which to
develop more redigic cash management tools. It can be modified to dlow for
uncertainty to some extent by incorpording a levd of ‘safety gock’ of
transectiond cash.  However, the Baumol modd is clearly not appropriae
when uncertainty and irregularity of cash flows prevail.

3 marks for description of Baumol model; 3 marks for description of Miller-
Orr model; 1 mark for comparing/contrasting each.
(")

2
7 _ 3/:%Fs il
4K

_%/3* 250 * 750000 2
4* 0.0002

+ 150,000

=£957,913

H =3Z-2L
=3*957,913 - 2¥150,000

=£2573,739

3 marks for target balance (Z), 1 mark deducted per mistake. 2 marks for upper limit (H),
1 mark deducted per mistake. (5 marks maximum).
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Question 5

@ Desrable features of control systems.

Cog. Control systems are cost effective which means baancing risk and
potentia control benefits againgt the cost of the controls.

The sysem mugt be fit for purpose and comply with the performance
criteria specific to the requirements of the particular system.

Organistional  culture.  The controls must be acceptable within  the
organisationa context.

Adminigretive  controls,  segregation  of duties and  authorisation
procedures.

Preventative controlsto maintain data integrity.

Exigence of audit trails to facilitate checking by internd/externd auditors.
Compliance with legd and professond stardards.

Procedural controls which relate to the processng of data and production
of reports. Examples include input controls, processng controls, output
controls and storage controls.

1 mark for each point made. %2 mark for description.
Other reasonable answers accepted. Maximum 6 marks.

) Ided gandard: based on ided conditions where no wadgte, inefficiency, ide
time or breskdowns occur. It identifies the perfect postion, and crestes a
vidon of the future. Such a sandard is dmogt hypotheticd as it is based on
unredigic assumptions.  Fallure to achieve the ided can cause motivationd
problems.

Attanable dandard: based on  achievable improvements in  operationd
conditions. It is a high levd dandard, which is redidic and is good for
motivation. Disadvantages include dandards are not pefect; and Standards
may be difficult to identify. The system requires support from management

and dso theworkforce.

Current dandard: the current standard is smply a standard based on current
operaing peformance. It is easy to identify and easy to understand.
However, it provides no measure of efficiency, assumes the current postion is
desirable and provides no incentive for improvement.

Basc gandard: this standard remains undtered over a long period of time and
becomes accepted as the norm.  As such, it is easy to construct and use and is
good for longterm comparisons. It suffers from smilar problems as the
current sandard.  That is, it ignores the impact of change, is not a red standard
and does not contribute to efficiency and improvement.

% mark for identifying each standard. % mark for advantage,
Yamark for disadvantage. Maximum 6 marks.
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(© To be ussful for management the reports should have the following festures:

Rdevance rdevant to the purpose intended and to the management
function and decison which requires information.  Information should be
amed at the appropriate level of management function.

Suitability: the presentation should be usa-friendy and meet the needs of
al users, aswell astheir backgrounds and perceptions.

Affordability: providing benefits which judify the cogt of deveoping and
delivering the reports.

Timeiness is a vey important aspect for budgetary control purposes.
Information needs to be produced in time to sdisfactorily inform the
management process.  This might mean producing a monthly variance
andysis report aweek to 10 days from the end of the month.

Rignt levd for dedson meking: information should follow the leves of
devolution in terms of targeting detall to the responsible budget holders.

Focus on business objectives the report should not concentrate soldy on
inputs and outputs but rdate financid peformance to operaiond
performance.

1 mark for each factor to be considered,
1 mark for the description of each up to a maximum of 8

(@) Traditiondly, the provison of finandd informaion and support has been from
a centraised finance department. Here, the mgority of finance work was
concentrated and provided for the rest of the organisation. Structurd change
in the provison of financid support which might have affected West Ayrshire
Coundl could be:

A move towards more commercid practices, compulsory competitive
tendering and market testing.

A need to achieve grester efficiency and effectiveness in respect of dl
support functions, incdluding finance.

A move towads devolution and ddegation within internd  control
Sructures, encouraging gregter accountability.

The concept of the cusomer and the need to condder customer
requirements and quaity management initiatives.

The devdopment of technology, encouraging the digtribution of processing
and the provison of information. Informaion sysems deveopments have
had a ggnificant effect on organisationd Structure.

1 mark for each relevant point made up to a maximum of 5

(25)
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