BUSINESS STRATEGY AND
MANAGEMENT

Professional 2 examination
12 June 2002

From 10.00 am to 1.00 pm
Plus ten minutes reading time from 9.50 am to 10.00 am.

I nstructions to candidates

Answer five questions in total. All three questions from Section A,
and two questions from Section B. All questions carry equal marks.

All workings should be shown. Where calculations are required using
formulae, calculators may be used but steps in the workings must be
shown. Calculations with no evidence of this (for example, using the
scientific  functions of calculators) will receive no credit.
Programmable calculators are not permitted in the examinations
room.

Formula sheets, statistical tables, graph paper and cash analysis
paper are available fromthe invigil ator, where applicable.
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SECTION A (Compulsory)

Middletown Hospita NHS Trugt is a medium sized one-hospita trust, located in a densely
populated industrial area and serving a loca population of gpproximately 200,000 people.
The trugt is traditiond in its systems and procedures.  Its organisation and management
sructures are ill relatively centralised and hierarchica, and budgeting and finance are
controlled from the centre.  The adoption of traditiond public sarvice values based upon the
provision of good quality medica care means that alot of power and status remains with the
key medica personnel. The trust has been described in the past as having a “white coat”

culture (taken from a report produced by management consultants employed as change

agents).

Deveopment of the hospitd Ste has proved to be difficult in recent years as the city centre
location of the hospita does not dlow for expansion onto contiguous or adjacent land. The
Ste itsdf has been built upon very intensvely and the only practica options which are open to
the Trust are in regpect of making more efficient and effective use of exiding land and
buildings. On ste car parking has become a mgjor issue and concern as the existing car
parks are congtantly used to full capacity. This causes difficulties for gaff, patients and
vigtors aike and the problem is exacerbated by a lack of public car parking in the near
vidnity.

Twenty years ago the Trugt built a two storey block for use as an Education and Training
Centre. Thiswas largdly to accommodate the requirements of nurse training and for in-house
provison of staff development courses. Education and training is il seen as being a priority
within the Trust and one of its Srategic amsis “to dtrive to become alearning organisation”.
The facility, however, has become quite run down and little money has been spent upon it
ance it was firsd developed. The badc configuration of the building is not fdt to be
gppropriate for modern education and training methods and there is little in the way of
learning technology available within the centre.

A mgor problem for the centre arises out of the provisons of the Disabilities Discrimingtion
Act. The Act requires that there should be proper access to dl public buildings for disabled
users. Presently the building, which is built on two stories, does not have alift and access to
the upper leve is only by way of a relatively narrow darcase. The main entrance to the
buildingis through a narrow single door up to which there are two steps, with no ramp.

For some time there has been pressure within the Trust for the Education and Training Centre
to berelocated. It has been fdt that thisis anon-core facility which could bemoved from the
main Ste and that such a move would free up the building for medica or adminidrative uses,
both of which areas are feding the need for expanson. No dternative Site has as yet been
identified and the idea remains unexplored.
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The cogs of support services have been coming under scrutiny as the Trust has sought to use
its finances more cogt effectively and education and training is one of the areas which is due
for an overdl review. Changes in the ways in which nurse education and training ae
provided have meant that less time is being spent in the hospitd itsdlf but the Education and
Training Department has responded to this by providing more, and awider range of, in-house
training courses.  The manager of the department holds the strong view thet his department
has been highly successful and he has quality assurance evidence that courses are highly
regarded. He is ds0 of the view that, given better teaching facilities, courses could be
marketed outside the Trust itself and could provide the Trust with a source of additiona

income. Thereis, however, little information available on course cogtings and it is not certain
that courses could be run at a profit.

A project group has been sat up to look into possible development of the Centre. It has
been charged with identifying the best option for the Trust and with the development of a
business case for the preferred option.  This would be consdered by the Capitd Planning
Group before being submitted to the NHS Management Exeautive.

The project group comprises the manager of the centre (responsible for the day to day
adminigration of the facility), the manager of the Education and Training Department, the
Director of Nursng Services, a senior clinician from one of the medical directorates and a
representative of the finance department of the Trugt.

If the centre stays on site refurbishment work on the building could be carried out to arange
of specifications. The Education and Training manager has had discussions with the Estates
Department and with a loca disability access group. Together they have come up with three
possble devedopment options. At one end of the spectrum there is a basic levd of
devdopment which smply covers the essentid disability access work ad internd
redecoration of the rooms and corridors. At the other end there is an ided specification
which involves totdly redesigning the interior of the building which would involve changing
room sizes as wel as acquiring new furniture and equipment to bring the facility up to
conference standard. The middle road option conssts of doing the basic work, including
redecoration, as wel as providing new furniture and some equipment. The Education and
Training manager sees this as a compromise position and would not be completely happy
with it dthough heis mindful of the financid redities of the Stuation.

Initia capitd expenditure estimates have been provided by Estates. They have costed the
basic option a £200,000 and the ided option a £750,000. The middle option would be
somewhere in between depending upon the precise pecification adopted. No estimate of
revenue implications has been produced so far.
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It seems likey that the Trust would only be able to support an invesment of around
£250,000 as atop limit. However, Middietown is a“deprived area’ with option one satus
which could mean that European funding might be available for the scheme.  This has not
been investigated fully but the Director of Finance has expressed some optimism. The
business case would have to be submitted through the relevant EU processes which could
delay the scheme and there would aso be a requirement to demonstrate compliance with EU
criteria for acceptance of such schemes. The Director of Finance has promised to provide
some clarification on this but there obvioudy needs to be a clear link made between the
scheme and the potentid impact which it could have upon the infrastructure of the
Middletown area.

The other potential source of capital income is from other trusts but this would only be
avallable in the event of the idedl option being adopted. The Education and Training manager
reports that his colleagues in two neighbouring trusts have expressed interest but funds would
be dependent upon acquiring a stake in the ownership and management of the fecility. The
Trust Board has, in the pagt, been unhgppy with similar partnering arrangements which have
been put forward for consderation.

Y ou are atrainee accountant within the Finance Department of the Trugt. Y our manager, who
is the Assstant Director responsible for financial management, has been asked to represent
finance on the project team and has reluctantly accepted. She has a very heavy workload at
the moment and will be going off on maternity leave in two months time. She is keen to
involve you in this project as she fed s that you would be an idedl deputy for her later on when
she becomes unavailable. The first meeting of the project team took place last week and
various tasks have now been identified and respongibilities have been alocated for carrying
them out.
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Requirement
Y our manager has asked you to report to her on the current position facing the Education and
Training Centre and on the options which need to be considered before any decisions can be
made on the Centre' s future. She also wants you to suggest a process which could be used
for the evaluation of these options given that there is a wide range of issues that need to be
considered.
Y ou should therefore

Requirement for question 1
Prepare a briefing note for the Assistant Director of Finance which

(8 PresentsaSWOT andyssfor the Education and Training Centre which shows clearly
the relaionship between the srengths and weaknesses and the mgjor environmental
influences on the Centre. 10

(b) Identifies the main issues tha the Centre will have to face and the options available to
the Centre. 10

(20)

Requirement for question 2

Produce a separate briefing relating to the process of option evaduation. This note should
cover:

(@ Anoutlineof anoverdl framework which would dlow for the evauation of options. 12

(b) Theidentification and application of appropriate criteria. Y ou should explainthe basis
upon which criteria have been selected and suggest how they could be weighted. 8

(20)
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Requirement for question 3

The Assigtant Director is avare that you have been studying management as part of your
CIPFA dudies and would appreciate your input into her understanding of some of the
broader issues that she is likely to have to ded with during the course of her involvement in
this project. Provide her with an explanation of two terms which she has recently
encountered. Y ou should ensure that any explanation you provide is rooted in the Situation
currently to be found within the Trust. She has snt you an informa note which details the
guestions she would like you to answer.

(& I'venever fully understood the concept of organisationd culture. Could you explain to
me what it is and where you think this term “white coat” culture has come from? |
assume it means afairly traditiona NHS culture but how does this look? Isthere an
andyticd agpproach which might help to explain it to me and could you use it to
provide me with an explanation? 12

(b) The other concept I’'m not clear about is “learning organisation”. | think | know what
it should mean but what actudly is a learning organisation? Are we a learning
organisation and how might we become one? |I've heard of someone called Peter
Senga(sic). What did he say about learning organisations? 8

(20)
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SECTION B (Answer two questions only)

GYROS is a not for profit charity which works in partnership with a number of public sector
organisations.  Its management board is made up largely of volunteer and nominated
members, resulting in the membership being subject to frequent changes, including key roles
up to and including the Chair.

The professonal and permanent management of the organisation is headed by a Genera
Manager who leads a smal management team of four senior officers who are each
responsible for amajor area of service provison. The Generd Manager post was unfilled for
a period of nine nonths prior to the present incumbent taking up podtion. The previous
postholder |eft quite abruptly after a disagreement with the then Chair.

A new Generd Manager has recently been gppointed and has now been in pogt for two
months.  She is concerned @ a perceived lack of direction within the organisation, and
believes that the current organisational misson and other published statements (including a
vison statement) are out of date, irrdlevant and consequently that they have little credibility.
She has had discussions with a newly gppointed Chair who shares her views. He feds that
GYROS has been stagnating and he wishes to see the organisation moving forward again.
They have agreed that a fundamenta review of drategic direction amed a producing and
publishing a set of clear and agreed statements should be given priority.

Y ou work for afirm of accountants and have been involved with GYROS on afinancid and
consultancy basis.  Your firm has been gpproached by the Generd Manager to provide
facilitation in the development of the required strategic direction statements. Initidly GYROS
has asked for aproposal to be put forward for their consideration.

Requirement for question 4

You are required to produce a proposa addressed to the Genera Manager. She has
requested that the proposal includes:

(@ An introduction which sets out the benefits to be gained by having a written and
published set of drategic direction satements and which dso identifies the potentid
problems which could arise.

(b) A detaled specification of the ams and objectives of the development, the
methodology to be followed and an indication of who should be involved, both from
within and from outsde the organisation, and the extent of ther involvement in the
process.
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“ The essence of strategy formulation is coping with competition”
Michael Porter

The main am of drategic management has often been seen as being the purauit of
competitive advantage.

The problem for public sector organisations is that they may not perceive themsalves as being
in competition with each other and may view the principles and concepts of Strategic
management as being irrdevant to them. In particular, they may take the view that they are
led by public policy rather than the market place, and that they are more concerned with
collaboration than competition.

Requirement for question 5

Briefly describe the techniques of strategic management listed below and provide arguments
for and againgt the Elevance of each to the management of a public sector organisation of
your choice.

Vdue Chan Andyss.
Boston Conaulting Group (BCG) Matrix.

Y ou should make your answers organisation specific and provide illugrations and examples
to support your arguments (20)
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Public sector organisations have traditionaly been viewed as bureaucratic, possessing forma
organisationa structures which have been strongly based around hierarchies and the concepts
and principles of departmentaism. Recently there have been moves away from these forms
of dructure as a result of changes in organisationa environments, information technology,
management thinking on devolution and key relationships within sectors.

One mgor change has been a trend towards more project based and team based working.
Matrix structures have been introduced as an attempt to cope more effectively with changes.

Requirement for question 6

(8 Explan what is meant by a matrix organistiond dSructure and illudtrate your
explanation with a diagram 4

() Refering to an organisaion with which you are familiar, identify an area in which a
matrix structure currently operates or where one could be introduced. Outline the redl

or potential benefits and problems arising from the use of a matrix sructure in this area
and suggest aset of guidelines for the successful operation of a matrix. 16

(20)
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