Chapter 27 - Systems Conception – Answers

Questions

· Define the term systems conception

· Distinguish between IS costs and IS benefits

· List some typical IS costs and benefits

· Define the concept of investment appraisal

· Describe how you would determine return on investment

· Describe how you would determine payback period

· Define the process of risk analysis

· Explain the importance of a feasibility study
Answers

· Conception is the phase in which we develop the key business case, analyse risk and assess the feasibility of an information system

· IS costs consist the tangible and intangible expenditure of resources on a project. IS benefits consist of efficiency or effectiveness gains from IS

· Some typical IS benefits include increased accuracy of information, better quality information, more useful information and the ability to use information more flexibly. Some IS costs include Hardware Costs, Software Costs, Installation Costs and Environmental costs

· Most of the established techniques for evaluating information system investments focus on tangible costs and benefits and thus are directed primarily at assessments of efficiency gain. This is the standard form of investment appraisal

· The return on investment (RoI) associated with an IS project is calculated using the following equation: RoI = average (annual net income / annual investment amount)

· Payback period still assumes that one is able to estimate the benefit of the introduction of an IS to the organisation for a number of years ahead. Benefit is measured in terms of the amount of cash inflow resulting from the IS. Payback is then calculated on the basis of payback = Investment - cumulative benefit (cash inflow)

· A number of distinct activities are associated with risk analysis: Risk identification., Risk estimation., Risk assessment. 

· A feasibility study can be considered as part of systems conception or the first activity within the systems analysis process. A feasibility study is an attempt to determine whether an information system is achievable given organisational resources and constraints.
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