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Executive Summary
The purpose of the first part of the report is to analyse the issues related to performance management at Portal Fabrication. Using the case of Portal Fabrication as the main subject of study and using the relevant data provided in the background, this report will calculate and critically assess Portal's divisional performance, outline the criteria for designing a transfer pricing system and evaluate the two methods discussed in the background for calculating transfer prices between the M/S and Service divisions, assess the company's introduction of potential impact of the introduction of a new executive information system on performance management. The concluding evidence suggests that Portal Fabrication's M/S division performs better than the Service division, that Portal's directors could use a market price approach to transfer pricing, and that the introduction of a new executive information system could have many positive impacts on the company's performance management. It is important to note that the above conclusions have limitations and that the directors of Portal need to make further decisions in the context of the company.
The purpose of the second part of the report is to analyse the growth crisis faced by the Troy brand and the company based on the case of Troyland Footwear Limited. Using a balanced scorecard approach, the report assesses the company's quantitative and qualitative performance and explores the need for a business process re-engineering of the company. It concludes that Ms Evelyn Plummer needs to redesign the company's business processes and make improvements to the company from four perspectives: financial, customer, internal business processes and learning and growth, in order to address the challenges and improve performance.
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Introduction  
With the rapid boom in technology, the rapid growth of business and the increasing competition in the market, it is particularly important to design the right organisational structure and institutional system to ensure the proper functioning of the company. Evaluating the performance of the organisation and employees is increasingly important to managers, and improving the performance of the organisation and employees becomes a fundamental guarantee for the long-term development of the company (Zhao, 2022).
One of the contemporary issues in performance management is the need for greater flexibility. In today's rapidly changing business environment, companies need to adopt more flexible performance management systems that provide continuous feedback to managers in order to remain competitive. Traditional performance management uses annual reviews and numerical rating processes to measure employee productivity and performance, long-established practices that are no longer relevant to many companies (Harwood, 2020).
Another key challenge for performance management is the integration of modern technology and data analysis. Advances in technology allow performance information to be fed back to a company's managers in real time and an increasing number of different performance indicators can be measured. It is increasingly recognised that organisational performance is not just dependent on purely financial performance (Kaplan Financial, 2012). Companies need to take a more holistic and dynamic approach to aligning individual and organisational goals, promoting employee development and measuring performance across many different dimensions. In addition, modern technological developments can automate the company's daily tasks, allowing managers to devote more time and resources to the company's research and development.
The following is a brief background to the cases analysed in this report.
The first part of this report analyses issues related to performance management at Portal Fabrication plc, which manufactures automotive polishing machines for use in machinists' warehouses and workshops, and which has been successful over the past five years in building and maintaining a loyal customer base by manufacturing high quality machines with a three-year warranty. It is structured into two divisions: manufacturing/sales (i.e. M/S) and service. Portal's Board of Directors is currently considering ways to improve the coordination of activities across the divisions for the overall benefit of the company and for the greater good of shareholders.
The second part of the report discusses issues relating to the Troy brand and the growth crisis faced by the company, a footwear brand owned by Troyland Footwear Limited, a private limited company. The company was founded in 2008 by Ms Evelyn Plummer in the Tower Hamlets area of London as a mid-sized designer and retailer of footwear, offering shoes, sandals, boots and accessories to a middle and upper class clientele. However, due to the company being banned from sourcing raw materials from Uzbekistan in recent years, and suffering from factors such as Brexit and the Covid-19 pandemic, the Troy brand and company were facing a growth crisis with declining sales and profits. To address the crisis, Ms Evelyn Plummer is considering measures to maintain the company's market share, expand the business and consider changing the company's sourcing of raw materials to reduce sourcing costs and delivery times.


Main Findings
Performance management is a strategic approach used to create and sustain improvements in employee performance, thereby increasing the efficiency of the company (Valamis, 2023). Performance elements and standards should be measurable, understandable, verifiable, fair and achievable (OPM, 2023). Effective performance management creates an ongoing dialogue between employees, managers and the human resources department (Vulpen, 2023) and facilitates the alignment of individual goals with company goals so that both employees and the company can flourish.
Task 1 – Portal Fabrication PLC
1 Calculation analysis
1.1 ROI
ROI is a popular accounting metric for comparison of business investments (Bojanc and Jerman-Blazic, 2008) and is equal to the present value of cumulative net income over a certain period of time divided by the initial investment cost, and is used to assess the efficiency or profitability of an investment (Fernando, 2023). It is easy to calculate, has cross-sectional comparability and is useful for judging the performance of various investments (Wang, 2023). The disadvantage is that it does not take into account the time value of money and does not correctly reflect the impact of conditions such as the length of the construction period and the method of investment on the project (Dongao, 2019).
The data in the case study calculates that Portal's M/S division has an ROI of 23.26% and the Service division has an ROI of 13.16%. The calculation shows that the M/S department performs better than the Service department on the basis of ROI as a measure.
1.2 RI
Residual income is the money that continues to flow after the initial investment in time and resources has been completed (Kopp, 2022) and is used to measure the economic profitability of projects and companies (Magni, 2021), reflecting the total return generated after all relevant capital costs have been paid. It overcomes the shortcomings of the ROI indicator by aligning the performance evaluation of company managers with the objectives of the company's owners and guiding departmental managers to adopt decisions above the company's cost of capital (Chinaacc, 2021). Its disadvantages are that it does not facilitate comparisons between divisions and because it is based on accounting measures of profit and capital employed, these measures can be subject to manipulation (Kaplan Financial, 2023).
The RI for Portal's M/S department is 184.54 and the RI for the Service department is 1.58, as calculated from the data in the case study. The calculation shows that the M/S department performs better than the Service department on the basis of RI as a measure.
1.3 EVA
Alfred Marshall first mentioned in 1890 an accounting performance indicator called residual income, Economic Value Added, which is defined as operating profit minus capital costs (Girotra and Yadav, 2001) and is a tool for measuring corporate performance (Jakub, Bartosova and Kicova, 2015). According to Brewer et al. the advantage of EVA is that it overcomes the limitation that ROI is not in the best interest of the firm as a whole and is aligned with the maximisation of shareholder wealth (1999). Its disadvantages are that it does not give enough weight to non-financial information (Acc5, 2021), does not take into account the size of the business and overemphasises the need for the firm to produce immediate results (Sendpulse, 2023).
Using the data from the case study, the EVA for Portal's M/S division was calculated to be 184.52 and the EVA for the Service division was 1.58. From the calculation, it can be seen that the M/S division performed better than the Service division on the basis of EVA as a measure.
1.4 Assessment of results
From the above calculations and analysis it can be concluded that the M/S division of Portal Fabrication has a higher ROI, RI and EVA than the Service division. This means that in terms of the proposed measures of divisional performance, the M/S division performs better than the Service division. Considering all the advantages of the above measures, there are still some limitations that may not fully reflect the overall performance and benefits of each division of the company. In order to better assess the performance of the company's divisions, Portal's directors should consider the results of the current measures in conjunction with other factors such as internal rate of return, market share, customer satisfaction, employee satisfaction, etc., and select and use a combination based on specific business needs.
2 Transfer pricing system
2.1 Overview of the standard
Transfer pricing is almost inevitably required whenever a business is divided into multiple divisions or segments. Transfer pricing as a technical term refers to the pricing that multinational companies apply to their intra-group transactions in order to allocate revenues and costs to each component (Groot, 2013). In many countries, regulations specify that transfer pricing is subject to the 'independent transaction principle' (Rogers and Oats, 2022), which means that transfer pricing must be priced by reference to unrelated parties in a business transaction at arm's length prices and business as usual. It is important to note that transfer pricing that differs significantly from the prevailing market price and is not proportionate to the company's business may attract the attention of local tax authorities (Gordon Consulting, 2022). In order to maximise the benefits to the company, the transfer pricing system should be designed to meet the following criteria:
The first is to have the ability to align with the overall mission and objectives of the company; ideally, a transfer pricing system that maximises divisional profits while also coinciding with maximising group profits.
Secondly, the transfer pricing system needs to be designed to be simple and easy to understand, for example with the objective of maximising divisional profits and maintaining a degree of autonomy for each division.
Thirdly, profits should have an incentive effect (Garrett, 2023), positive ROI or positive RI can be used to measure divisional performance, and the transfer pricing system should be perceived as fair for the purposes of performance evaluation and investment decisions.
Finally, transfer pricing systems should also have the ability to facilitate coordination and cooperation between departments to ensure that they work together towards maximising the company's interests.
2.2 Market price
The market price method is a method of using the market price as the internal transfer price where the market price is available and relatively stable (Mbalib, 2023). This method establishes a fairer transfer price, allows for appropriate adjustments to the market price when using it as the internal transfer price due to the savings in selling costs and overheads for the internal sales seller, and reflects the true economic contribution of the division to the overall profitability of the company. However, as market prices may fluctuate frequently, the market price approach may increase the earnings of the division in the short term, but may not be beneficial to the company as a whole. It also does not take into account factors such as profitability, which may lead the company to make the wrong decision.
Under the market price approach, Portal Fabrication's M/S division will pay the Service division the market price as the internal transfer price, which is £200. The calculation therefore gives a repair cost of £8,800,000 for Portal Fabrication's machines over the three year warranty period.
2.3 Cost plus
The cost plus method compares gross profit with the cost of goods sold. The first step is to determine the cost incurred by the supplier to transfer the product to the relevant purchaser in a controlled transaction. Next, an appropriate mark-up must be applied to that cost to obtain an appropriate profit based on the function performed (Transfer Pricing Asia, 2017). After adding the market-based mark-up to the total cost, the price can be considered fair. This approach does not require a lot of additional market research and takes up less resources, however it does not always reflect market conditions, is a very inflexible strategy, and simply moving forward at the desired rate of return can lead to a drop in demand (Price Intelligently, 2021).
Portal Fabrication sells 550,000 body polishers per year and 8% of the machines need to be repaired within the three-year warranty period. The average cost per repair is £85 and the repair takes four hours. Therefore, the cost of repairing Portal Fabrication's machines under a three-year warranty is calculated to be £13,420,000, and assuming a 10% mark-up, the final price is £14,762,000.
2.4 Calculated valuation
Based on the above calculations, it can be concluded that the cost-plus method yields a higher transfer price than the market price method, and as Portal Fabrication's objective is to maximise shareholder wealth, the lower cost method should be chosen. It should be noted that the market price method does not take into account the specific costs and risks associated with the transaction, and the cost-plus method may not accurately reflect market rates, so the final choice of method may need to be analysed in relation to a wider range of factors.
3 The potential impact of the new executive information system
An information system designed to meet the specific needs of managers, known as an executive information system (Solanki, 2021), provides the management team with instant and easy access to information about the company's key success factors for information gathering and decision making, helping to achieve the organisation's strategic objectives.
The potential impact that the introduction of a new executive information system could have on Portal Fabrication's performance management is as follows:
Firstly, more efficient data collection and analysis: with the introduction of the new Executive Information System, the information in the database will become more extensive, with improved real-time and accurate access to information, helping company managers to better understand business and market conditions. At the same time, more detailed data analysis will help managers to better assess the performance of departments and take effective incentive measures.
Secondly, the new system can be accessed from any of the company's five locations, breaking down geographical barriers and enabling better communication and collaboration across the company's departments to improve efficiency and increase productivity.
Thirdly, the new Executive Information System also helps the company's management to better set, monitor and evaluate the company's strategic objectives. Its real-time visibility enables managers to make informed decisions based on up-to-date and accurate information, and gives them the flexibility to make timely course corrections (Adobe, 2018) and improve their ability to deal with unexpected issues.
While the introduction of a new executive information system can have a positive impact on a company's performance management, the increased volume of data can simultaneously create an information overload that can cause a company's systems to become slow, large and difficult to manage, placing certain technical demands on managers. In addition, for smaller organisations, the significant implementation costs can have the effect of outweighing the benefits.


Task 2 – Troy Brands
1 The growth crisis
Most successful companies eventually face a predictable crisis that we call a stall - a growth crisis in which revenue and profit growth suddenly and dramatically decline, or in which once-high shareholder returns plummet to levels well below the cost of capital (Forbes, 2017). Based on the context of the case, the growth crisis faced by the Troyland brand and the company was primarily caused by increasing costs and declining sales.
As can be seen from the company's cost analysis, Troyland originally sourced its raw materials from Uzbekistan, shipped them to Bangladesh for processing and then delivered them to its warehouse in London, during which time the cost of raw materials and labour was relatively low and it was able to achieve an average gross margin of 80%. However, from 2016, Troyland was prohibited from sourcing raw materials from Uzbekistan due to a number of human rights abuses including allegations of labour exploitation in the cotton production industry in Uzbekistan. The change in the sourcing of raw materials resulted in higher costs and lower gross margins for the Company. Combined with the data in the case appendix, it appears that the company's employees are in a state of growth and hiring and training new employees also results in increased costs for the company. In addition, the company's development of new business likewise contributes to higher costs. The increase in costs will result in lower gross margins earned by the company, and the company will have less money to invest in new product development and marketing, as well as affecting the company's market capitalisation and shareholder confidence, which will have a negative impact on the company's growth plans.
As evidenced by the Company's sales analysis, the new division launched by the Company in 2018 has been very successful and this has contributed to a 25% increase in Troyland's turnover for 2019. However, due to the effects of Brexit and the Covid-19 pandemic, the company has seen a significant drop in the number of orders, which coupled with the devaluation of the pound against the Euro currency, has seen the company's turnover shrink significantly, meaning lower profits, which could lead to cash flow problems for the company (Zhang, 2023). If the company does not have enough funds to cover the salaries and benefits of its employees, Ms Evelyn Plummer may have to consider laying off employees to reduce costs, which would negatively affect the company's future growth plans. In addition, the decline in sales reflects increased competition in the market and changing consumer demand, Troyland needs to promptly change its business strategy and increase marketing and branding to meet customer demand and offer new products that are more sophisticated, less expensive to develop and potentially more acceptable than competitors (Slywotzky, A. and Wise, R., 2002) to maintain the company's market share. Given that the majority of Troyland's customers are mainly located in London and Europe, the company should continue to expand into these regions to increase its market share. It is important to note that the scale effect of expansion has a positive effect in terms of increasing competitiveness and control over the market as well as the firm's resilience to risk, but the risks associated with expansion should not be overlooked and must be guarded against (Li, 2021).
Overall, the company's rising costs and falling sales could have a negative impact on future growth plans. Ms Evelyn Plummer needs to take certain measures to control costs and increase sales, such as changing the company's pricing strategy, exploring new markets and switching to lower-cost raw material sourcing methods, in order to cope with the growth crisis.
2 Performance assessment - the balanced scorecard approach
The Balanced Scorecard is a set of measures that gives senior management a quick and comprehensive view of the business (Kaplan and Norton, 1992). It translates the vision and strategy of a business unit into objectives and measures in four different areas: the financial, customer, internal-business-process and learning and growth perspectives(Norreklit, 2000). The use of the balanced scorecard approach facilitates consistent action across the organisation in the service of strategic goals, effectively translates the organisation's strategy into performance indicators and actions at all levels of the organisation (Dongao, 2023), helps employees at all levels to communicate and understand the organisation's goals and strategies, and achieves long-term organisational stability and growth.
Based on the case study, Troyland's strategy can be briefly summarised as follows:
In terms of the company's positioning strategy, as the company has been affected by factors such as rising raw material costs, Brexit and the Covid-19 pandemic, coupled with a very competitive market, which has led to a decline in the company's return on investment and return on assets, the company needs to revisit its positioning strategy in order to maintain the company's market share. The Company may consider expanding into other market segments in which its competitors are operating or developing new markets. Given the success of the new division launched by Troyland in 2018, the Company could develop some new businesses such as fragrances and cosmetics based on its existing shoe, sandal, boot and accessory services.
In terms of marketing, the company will need to shift its pricing strategy and strengthen its marketing in terms of the needs of its customers to ensure that its products or services are effectively promoted in the market. Given that most of Troyland's customers are based in London and Europe, Ms Evelyn Plummer could hold more promotions in these regions to increase brand awareness and market research to expand the company's business.
In terms of cost control, Troyland's current costs are too high and Ms Evelyn Plummer needs to change the location of raw materials, control the company's procurement costs, reduce delivery times and improve production efficiency by choosing to source from Brazil, Benin, Thailand and Vietnam.
In terms of competition, the company needs to equip the business with the ability to learn and grow, and to be able to continue to introduce new styles that will satisfy customers quickly. Currently Troyland's product line is relatively homogeneous compared to its competitors and Ms Evelyn Plummer needs to increase investment in research and development of new products and consider expanding the product line through acquisitions or partnerships to meet changing consumer needs.
In terms of staff management, there is a need to create a good internal environment and to motivate staff to work together to achieve the best economic results. In addition, given that the market is currently moving into the information age, Ms Evelyn Plummer can strengthen the training of employees in relevant skills to adapt to the market and improve the company's profitability.
In order to concretise the company's strategy and clarify its priorities, the Balanced Scorecard is used below to establish the company's objectives for the coming period in four areas: financial, customer, internal operations, and learning and growth.
2.1 Financial
Troyland needs to increase its return on investment and improve its profitability, and Ms Evelyn Plummer can increase the company's profitability by controlling costs and increasing production efficiency by changing where raw materials are sourced. In addition, the company could increase sales by increasing its product line and further expanding its international market share.
2.2 Customer
Troyland needs to conduct adequate market research to understand the needs of its target customers, provide high quality and diverse products and services, and improve customer satisfaction, which can increase customer loyalty and repeat purchases by building long-term customer relationships. As the company faces an increasingly competitive market, Ms Evelyn Plummer can introduce a range of special offers to attract customers and keep the company competitive.
2.3 Internal business process
The company's internal business process consists of innovation, production and sales, and after-sales service (Knowledge of business management, 2023).Troyland needs to improve its innovation capabilities in order to develop new products that better meet the needs of its target customers. The company also needs to improve its production and supply chain processes and increase its production and sales capacity to ensure high product quality and production efficiency while controlling costs. Ms Evelyn Plummer also needs to pay attention to the after-sales service of its products. The company's staff needs to be able to quickly resolve quality issues after the sale of its products and to respond quickly to requests from customers to change the style of its products to improve the customer's shopping experience.
2.4 learning and growth
Troyland needs to expand its operating divisions, drive innovation through research and development of new products, expand its business and continuously improve its competitiveness. The company also needs to improve the skills and knowledge of its employees in order to improve efficiency and production quality and adapt to changing market conditions, requiring them to be able to use information technology and digital platforms to enhance the company's marketing capabilities and increase distribution channels to better interact with customers. In addition, Ms Evelyn Plummer needs to improve the company's reward and punishment system and improve her leadership skills.

Figure 1 Balanced Scorecard
3 The need for business process reengineering
Business process re-engineering is the complete re-engineering of business processes to achieve significant improvements in productivity, cycle time, quality and employee and customer satisfaction (Bain & Company, 2023). As the modern business environment is rapidly changing with globalisation and technological advances, Business Process Reengineering (BPR) projects are an opportunity for any organisation to change its approach to operations in order to survive in a changing business environment (EconPosts, 2023).
By implementing a company's BPR, it enables the organisation to recognise its strengths, weaknesses, opportunities and threats and accordingly develop plans to exploit the strengths and opportunities to eliminate or minimise the weaknesses and threats. It makes the business flexible and allows changes to be made to processes easily and at minimal cost, helping management to make better decisions (Finance Management, 2023). According to the previous analysis, Troyland Company was experiencing a growth crisis with increased costs, reduced sales and decreased customer satisfaction, which was detrimental to the company's growth plans and required a business process reengineering. The following is an analysis of the need for business process reengineering at Troyland.
Firstly, the current market is very competitive and in order to maintain the company's market share, it needs to diversify by restructuring its business processes and expanding into other market segments in which its competitors are operating. The company needs to focus on the development of new products and businesses and redesign its sales processes from the customer's perspective, such as enhancing its digital platform to attract customers who prefer to shop online and employees can invest more in building relationships with customers through streamlined digital processes (Blueprint, 2020) to increase customer loyalty.
Secondly, Troyland should redesign its supply chain processes to reduce costs and increase productivity. While sourcing materials from Japan provides the company with the advantage of credit terms, it is more expensive and takes longer to deliver than other sourcing locations. By redesigning the company's supply chain processes and changing the sourcing location for raw materials, the procurement process could be streamlined, procurement costs reduced and lead times shortened.
Thirdly, all of Troyland Ltd's sales were conducted on a cash basis, which not only made it difficult to track and record specific information on each transaction, but also made it inefficient and error-prone for the company's finance staff to manage. The company needed to introduce new computer software and databases to automatically store and transfer the company's account information, and to train staff to improve their efficiency and make the company's financial system more manageable. By implementing BPR, Troyland can identify inefficiencies in its current processes and develop leaner, more efficient processes to support its growth.
Fourthly, BPR facilitates clarity of purpose for the company. The old business processes in this case were no longer appropriate for Troyland's current business needs, and by re-designing and re-organising the company's business processes, the processes could be made more responsive to the company's actual needs and lead to more efficient business operations. In addition, by implementing BPR, the company was able to identify problems and adopt more effective ways to improve productivity, reduce costs and increase customer satisfaction, helping the company to better adapt to the changing market.
Finally, the flat control of the company, with all employees reporting directly to Ms Evelyn Plummer, relies heavily on the management of Ms Evelyn Plummer, who may not be able to effectively manage and supervise all employees, and may result in a lack of specific accountability and employee motivation systems. If she is absent from the company or employees are unable to contact her immediately, the business could be significantly impacted. By implementing more structured and standardised processes and streamlining unnecessary operational and management stages, the company's operational risks can be reduced, its business can be more stable and efficient, and employee satisfaction can be increased.
In summary, the implementation of BPR at Troyland is essential. It is important to note that the adoption of BPR does not guarantee success and, as it involves significant changes at the strategic and operational levels of the company, managers need to be patient and well-funded.


Conclusion
Based on the calculations and analysis presented in Part 1 of the report, it is clear that Portal Fabrication's M/S division is performing better than the Service division as measured by ROI, RI and EVA. Given the limitations of the measures, the company's managers should assess the performance of each division by combining a number of factors. In order to meet the company's objective of maximising shareholder wealth, it is recommended that Portal's directors use the market price approach to transfer pricing. It is important to note that the market price approach does not take into account the possible risks and specific costs of the transaction, so more factors need to be considered in the final choice of method. While the introduction of a new executive information system can have many positive impacts on the company's performance management, the sheer volume of information can also present technical challenges and financial risks for the company, and the directors of Portal will need to make decisions in the context of the company's specific circumstances.
Based on the above analysis, it is clear that Troyland Footwear Limited is facing a growth crisis due to a decline in sales and profitability as a result of the forced change in sourcing of raw materials and the impact of factors such as Brexit and the Covid-19 pandemic. The Balanced Scorecard approach provides a useful framework that reflects the company's consolidated operating position. From a financial perspective, Troyland has been experiencing a decline in financial performance as costs have increased and sales have decreased. From a customer perspective, the company needs to improve customer satisfaction in order to retain existing customers and attract new ones. From an internal process perspective, the company needs to improve its production and supply chain processes to reduce costs and increase efficiency. From a learning and growth perspective, the company needs to improve the skills and knowledge of its employees in order to adapt to changing market conditions. In order to overcome the challenges the company faces and maintain its position in the fashion industry, Ms Evelyn Plummer should redesign the company's business processes and make changes to the original supply chain processes to achieve cost reductions and increase productivity; and focus on new product development and expansion into new businesses to diversify the company and increase the competitiveness of the brand. The company also needs to train its employees on the digital platform to improve their efficiency and production quality in order to adapt to changing market conditions and improve customer satisfaction. In addition, Ms Evelyn Plummer needs to improve the company's reward and punishment system and improve her own leadership skills.


Bibliography

Acc5 (2021) What are the advantages and disadvantages of economic value added. [Online] Available at: https://www.acc5.com/wenda/question_69382.html. (Accessed: 26 April 2023)

Adobe (2018) 4 Things Executive Information Systems Must Have. [Online] Available at: https://business.adobe.com/blog/basics/4-things-executive-information-systems-must-have. (Accessed: 29 April 2023)

Bain & Company (2023) Business Process Reengineering. [Online] Available at: https://www.bain.com/insights/management-tools-business-process-reengineering/. (Accessed: 6 May 2023)

Blueprint (2020) Business Process Reengineering: It’s Back and More Important Than Ever. [Online] Available at: https://www.blueprintsys.com/blog/rpa/business-process-reengineering-more-important-than-ever. (Accessed: 6 May 2023)

Bojanc, R. and Jerman-Blažič, B. (2008) ‘An economic modelling approach to information security risk management’, International journal of information management, 28(5), pp. 413–422. Available at: https://doi.org/10.1016/j.ijinfomgt.2008.02.002.

Brewer, P.C., Chandra, G. and Hock, C.A. (1999) ‘Economic value added (EVA): Its uses and limitations’, S.A.M.Advanced Management Journal, 64(2), pp. 4-11.

Chinaacc (2021) What are the advantages and disadvantages of residual income. [Online] Available at: https://www.chinaacc.com/guanlikuaijishi/bkzd/su20211228170642.shtml. (Accessed: 26 April 2023)

Dongao (2019) What are the advantages and disadvantages of ROI. [Online] Available at: https://www.dongao.com/shuiwushi/cwykj/201910211179504.shtml. (Accessed: 26 April 2023)

EconPosts (2023) Advantages and Disadvantages in BPR. [Online] Available at: https://www.econposts.com/business-management/advantages-and-disadvantages-in-bpr/. (Accessed: 6 May 2023)

Fernando, J. (2023) Return on Investment (ROI): How to Calculate It and What It Means. [Online] Available at: https://www.investopedia.com/terms/r/returnoninvestment.asp. (Accessed: 25 April 2023)

Forbes (2017) Overcoming 'Crises Of Growth': Why Companies Need To Look Inward. [Online] Available at: https://www.forbes.com/sites/workday/2017/10/11/overcoming-crises-of-growth-why-companies-need-to-look-inward/?sh=5f687327303b. (Accessed: 3 May 2023)

Garrett, K. (2023) Transfer pricing. [Online] Available at: https://www.accaglobal.com/gb/en/student/exam-support-resources/fundamentals-exams-study-resources/f5/technical-articles/transfer-pricing.html. (Accessed: 28 April 2023)

Girotra, A. and Yadav, S.S. (2001) ‘Economic Value Added (EVA): A New Flexible Tool for Measuring Corporate Performance’, Global journal of flexible systems management, 2(1), p. 7–.

Gordon Consulting (2022) What are the elements of a transfer pricing system. [Online] Available at: https://www.goldenfinance.com.cn/article/87471.html. (Accessed: 28 April 2023)

Groot, T. (2013) Advanced management accounting. Englewood Cliffs, NJ.: Prentice-Hall International.

Harwood, J. (2020) What does modern performance management look like. Available at: https://www.think-learning.com/performance-management/what-does-modern-performance-management-look-like/. (Accessed: 8 May 2023)

Jakub, S., Bartosova, V. and Kicova, E. (2015) ‘Economic Value Added as a measurement tool of financial performance’, Procedia Economics and Finance, 26: pp. 484-489.
Available at: https://doi.org/10.1016/S2212-5671(15)00877-1

Kaplan Financial (2012) Chapter 12: Current developments in performance management. Available at: https://kfknowledgebank.kaplan.co.uk/acca/chapter-12-current-developments-in-performance-management. (Accessed: 8 May 2023)

Kaplan Financial (2023) Residual Income (RI). [Online] Available at: https://kfknowledgebank.kaplan.co.uk/residual-income-(ri)-. (Accessed: 26 April 2023)

Kaplan, R. S. and Norton, D. P. (1992) The Balanced Scorecard—Measures that Drive Performance. [Online] Available at: https://hbr.org/1992/01/the-balanced-scorecard-measures-that-drive-performance-2. (Accessed: 4 May 2023)

Knowledge of business management (2023) Shanghai Branch Balanced Scorecard Case. [Online] Available at: https://zhuanlan.zhihu.com/p/599332100. (Accessed: 5 May 2023)

Kopp, C.M. (2022) Residual Income: What It Is, Types, and How to Make It. [Online] Available at: https://www.investopedia.com/terms/r/residualincome.asp. (Accessed: 25 April 2023)

Li, H. (2021) Corporate Analysis (Southern High Tech): Crisis in the midst of rapid corporate growth. [Online] Available at: https://zhuanlan.zhihu.com/p/415634048. (Accessed: 3 May 2023)

Magni, C.A. (2021) ‘Economic profitability and (non)additivity of residual income’, Annals of finance, 17(4), pp. 471–499. Available at: https://doi.org/10.1007/s10436-021-00388-2.

Mbalib (2023) Market price method. [Online] Available at: https://doc.mbalib.com/tag/%E5%B8%82%E5%9C%BA%E4%BB%B7%E6%A0%BC%E6%B3%95. (Accessed: 28 April 2023)

Norreklit, H. (2000) ‘The balance on the balanced scorecard a critical analysis of some of its assumptions’, Management accounting research, 11(1), pp. 65–88. Available at: https://doi.org/10.1006/mare.1999.0121.

OPM (2023) Effective Performance Management: Doing What Comes Naturally. Available at: https://www.opm.gov/policy-data-oversight/performance-management/reference-materials/more-topics/effective-performance-management-doing-what-comes-naturally/. (Accessed: 8 May 2023)

Price Intelligently (2021) What is Cost Plus Pricing: Advantages & Disadvantages. [Online] Available at: https://www.priceintelligently.com/blog/cost-plus-pricing. (Accessed: 30 April 2023)

Rogers, H. and Oats, L. (2022) ‘Transfer pricing: changing views in changing times’, Accounting forum, 46(1), pp. 83–107. Available at: https://doi.org/10.1080/01559982.2021.1926778.

Sendpulse (2023) Economic Value Added. [Online] Available at: https://sendpulse.com/support/glossary/economic-value-added. (Accessed: 26 April 2023)

Slywotzky, A. and Wise, R. (2002) The Growth Crisis—and How to Escape It. [Online] Available at: https://hbr.org/2002/07/the-growth-crisis-and-how-to-escape-it. (Accessed: 3 May 2023)

Solanki, K. (2021) Executive Information System | Definition, Characteristics, Advantages & Disadvantages. [Online] Available at: https://www.toppers4u.com/2021/12/executive-information-system-definition.html. (Accessed: 29 April 2023)

Transfer Pricing Asia (2017) Five Transfer Pricing Methods With Examples. [Online] Available at: https://transferpricingasia.com/2017/03/17/five-transfer-pricing-methods-examples/. (Accessed: 28 April 2023)

Valamis (2023) Performance Management. [Online] Available at: https://www.valamis.com/hub/performance-management. (Accessed: 8 May 2023)

Vulpen, E.V. (2023) What Is Performance Management? The Complete Guide. Available at: https://www.aihr.com/blog/what-is-performance-management/. (Accessed: 8 May 2023)

Wang, W. (2023) What are the pros and cons of ROI. [Online] Available at: https://m.gaodun.com/wenda/chuji/116074.html. (Accessed: 26 April 2023)

Zhang, Y. (2023) What a sharp drop in sales will lead to. [Online] Available at: https://wen.baidu.com/question/370853911033188492.html. (Accessed: 3 May 2023)

Zhao, G. (2022) The main problems of corporate performance management. Available at: https://zhuanlan.zhihu.com/p/471310422. (Accessed: 8 May 2023)


[bookmark: _Toc134434706]Appendix
1.ROI of Portal Fabrication plc
ROI (M/S) = (Profit before tax)/(Capital employed) = 301/1294 = 23.26%
ROI (Service) = (Profit before tax)/(Capital employed) = 5/38 = 13.16%
2.RI of Portal Fabrication plc
Residual income (M/S) = Net income - (Equity x Cost of equity) 
= Profit before tax – (Capital employed × Notional cost of capital used)
= 301 – (1294 × 9%)
= 184.54
Residual income (Service) = Net income - (Equity x Cost of equity) 
= Profit before tax – (Capital employed × Notional cost of capital used)
= 5 – (38 × 9%)
= 1.58
3.EVA of Portal Fabrication plc
As Portal's ROI for the M/S division was 23.26% and for the Service division was 13.16%, therefore: 
EVA™ (M/S) = Net investment x (Actual return – Cost of capital) = 1294 x (23.26% – 9%) = 184.52
EVA™ (Service) = Net investment x (Actual return – Cost of capital) = 38 x (13.16% – 9%) = 1.58
4.Repair costs for Portal Fabrication's machines during the three-year warranty period, based on market price methodology
550000 × 8% × 200 = £8,800,000
5.Repair costs for Portal Fabrication's machines during the three-year warranty period, based on the cost-plus method
550000 x 8% x (85 + 4 x (18 + 12 + 25)) = £13,420,000
13420000 x (1 + 10%) = £14,762,000
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