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Executive summary
The report contains performance management analysis for two companies.
In the first case, the report first discusses the current ROI values adopted for divisional performance appraisals, which are limited by the inability to provide a neutral performance appraisal of two segments with different profitability and functional focus. The proposed measurement, RI and EVA are further analysed. Both appraisals are based on absolute values and therefore heavily influenced by the size of the divisions. Secondly, the report analyses two models of transfer pricing, including the market price approach and the cost approach, and derives a range of acceptable transfer prices based on current scenarios. Finally, it discusses the advantages of the company's new integrated information system in the future, as well as possible risks. An integrated information system will help the company to improve communication efficiency, reduce errors and facilitate decision-making among the management teams. At the same time, however, due to the high degree of integration of information, the risk of data leakage is greater, and all employees need to be retrained.
In the second case, the report begins with a discussion of the current risks to the development of the company. The report focuses on the operational risks posed by the flattening of the company's governance structure, irrational division and lack of expertise, dramatic changes in the external business environment, and a decline in market share, debt servicing and liquidity of the company. The second part of the report utilizes Balanced Scorecard to analyse the company's business situation both qualitatively and quantitatively. Defoe's balanced scorecard analysis reveals significant crises both quantitatively and qualitatively. Quantitively, it faces declining profitability, increasing leverage, weakened liquidity, and market share loss. Qualitatively, its flat management hampers efficiency, while top management biases hinder product development and financial decisions.
The third part of the report analyses the need for business process reengineering proposed by the company. The report suggests that since the company's future development will involve entering new market segments, developing new customers, maintaining existing market share, and changing the company's structure, the analysis concludes that business process reengineering will help the company overcome the current business crisis by fully redesigning the company's industrial chain, internal decision-making teams, management structure, customer management, and so on.
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Case Study of Wirral Fabrication Plc
To: Managing Director of Wirral Fabrication Plc
From: Qizhi You
Date: Apr 21 2024
Subject: Company performance, crisis and business process reengineer analysis
This report will assess Wirral’s divisions' performance and the proposed new measures, as well as look into some of the concerns brought up by the transfer pricing between the service and W/S divisions. It will conclude by examining the possible effects on Wirral’s performance management that the newly suggested information system might have.
Divisional performance evaluation and proposed measures
	M/S	Service
ROI	301/1294 = 23.26%	5/38 = 13.16%
Controllable ROI	396/1294 = 30.60%	6/38 = 15.79%

Return on Investment (ROI) is a metrics used to assess the profitability of an investment (Beattie, 2022). It may not always be the most suitable metric for evaluating both Manufacturing/Sales (M/S) divisions and Service divisions within a company due to the nature of their operations and the goals they aim to achieve. 
Controllable ROI
In the M/S division, the apportioned head office costs accounts for about 10% of the divisional revenue, while about 6% of in the service division. However, since it is apportioned, these expenses are not controllable nor predictable, thus they should not be uses to evaluate the performance. 
Divisional ROI
It is good to see that two divisions are both making profit on the capital employed. From the calculation we can tell the the M/S division has a higher return than that of the service division. However, the ROI rate of both division are higher than the 9% of hurdle rate (cost of capital) of the company.
Comparing two divisions
Since the ROI is mainly used to evaluate the profitability, it might not seem neutral when compare two divisions with different functional objectives. Usually, service divisions concentrate on offering intangible services and a to maintain its good customer service reputation, whereas M/S divisions normally concentrate on making profit through the sale of tangible items. We can tell this from the the calculations that M/S division apparently has a higher ROI rate. If the company adopt this metrics to evaluate the performance, it might discourage the service division and thus might not align with the mission to maximize the shareholder’s wealth. 

Thus, even though M/S division has a relatively higher ROI rate, it solely can not be proper measurement of manager’s performance between these two divisions.

Residual Income:
	M/S	Service
Residual income	Operating profit:386	Minimum required return = cost of capital = 9%	Operating assest	RI = 386 – (9% x 1294) = 269.54	Net operating income:5	Minimum required return = cost of capital = 9%	Operating asset: 38	RI = 5 – (9% x 38) = 1.58


	M/S	Service
EVA	Non-cash expenses: 4	NOPAT: 386 x (1-30%) + 4 = 274.2	Cost of capital: 9%	EVA = 274.2 – (9% x 1294) = 157.75	Non-cash expenses: 0.3	NOPAT: 6 x (1-30%) + 0.3 = 4.5	Cost of capital: 9%	EVA = 4.5 – (9% x 38) = 1.08

 












In corporate finance, residual income and economic value added are both metrics used to assess a company's performance that shows its overall income after all applicable capital costs have been paid (Kenton, 2021). The small difference lies in calculation. Residual income calculates the amount of asset utilization based on net operating profit, while EVA calculates the amount of asset utilization based on net operating profit after tax. While both are useful metrics for evaluating the profitability of different divisions within a company, some scholars believe that residual income is a more effective measurement it since it does not exclude tax, the uncontrollable expense (Abdoli, Shurvarzi and Farokhad, 2012). 
RI as a performance evaluation metric
The calculation above shows that both divisions are in a healthy financial condition with a residual income. However, both still may not be suitable for comparing divisions with significantly different size. Because larger divisions are more likely to have larger residual revenue due to a larger amount of investment, while vice versa (Dhillon et al., 2022). 
EVA as a performance evaluation metric
Though similar, comparing to RI, EVA has a more complex formula to calculate and involve WACC (weighted average cost of capital). Companies use economic value added (EVA) to assess if money invested in the business will increase shareholder value. When the EVA is positive, the capital invested is yielding returns higher than the minimum necessary return; while vice versa (Ross, 2021). In the case of Wirral Fabrication plc, since its mission is to maximise shareholder wealth, EVA is a more effective and proper way to choose from because it presents whether the company is doing its job or not.
Comparing two divisions  
From the calculation, M/S division has a residual income of £184.54 m while the service division only has £1.58m because service division has a significantly shorter amount of capital employed (£38m). This does indicate that M/S division is efficiently generating more income for the company, but it does not mean that service division is doing a poor job. Likewise, though M/S division has a higher EVA rate than that of the service division, it does not represent poor performance of service division. These two metrics focuses on absolute figures, which might not be effective when comparing two divisions with different sizes. 
Transfer pricing system and two methods proposed
A transfer price happens when one division of a company charges another division for goods and services rendered (Seth, 2022). Thus, a transfer pricing system is a system that designs the amount and the way to charge merchants or services between divisions. 
Criteria for designing a transfer pricing system.
maintain divisional autonomy.
The division system in a company results in some degree of decentralisation in decision-making, meaning that individual managers and teams are assigned to each division and are expected to manage it as best they can.
Optimize collective profitability.
In the case of Wirral Fabrication plc, the mission is to maximise shareholder wealth as well as maximising group profit. This is referred to as goal congruence. All divisions must also have the same goal in mind. 
Differentiate performance evaluation.
Since the M/S division is charged by the service division at the cost and average £95 per repair, and this is an inevitable and necessary cost. Thus, the company should be precise about not having this fee impacted the performance evaluation of M/S division. Likewise, for the service division, the company should also be aware that this income should not be included in the divisional profit. 

The board is considering adopting with market price transfer pricing approach or cost-plus transfer pricing approach. Here are the following considerations of tailoring each approach.


Unit sold per year: 580000
Number of repairs within warranty per year: 580000 x 6% = 38400
Cost per repair
Service per repair (4h)	95
Labour (4h)	4 x 18 = 72
Variable divisional overhead(4h)	11 x 4 = 44
Fixed divisional overhead (4h)	24 x 4 = 96

Total Variable Cost: 211
Total cost: 307

Comparison between current agreement and market price
	Current agreement	Market price
Price per repair	10m/34800 = 287	1800
Variable divisional overheads	211	211
Fixed cost	96	96
Divisional profit	(20) x 34800 = (696000)	1493 x 34800 = 51956400





Cost Plus Pricing
To maintain current level	10m/34800 = 287
To cover variable costs	211
For division to have a breakeven	307


Market price pricing approach
Based on the calculations above, the service division now faces a deficit of £20 every repair they made. This is obviously not a good deal for the service division, but M/S division may favor the current £10m aggreement. Compared with the market price, which bring the profit from a deficit to a huge amount of income of approximately £52m. 
However, even though the market price is significantly higher than the internal pricing, it is impossible to fully abandon the internal repair work and outsource all of it because it would severely damage the quality of the repair work. This serves as a reminder that the company should increase the level of external repair work. If the company want to achieve a breakeven, the ratio between internal repair work and out-of-warranty businesses should be 74:1. 
Cost-plus pricing approach
Cost-plus pricing approach is a method to determine the transfer price by adding a fair cost-plus markup to the product or service's production expenses. In the case of Wirral, as is calculated above, the current fixed annual fee is £10m. The company sells 580000 units per year and in the past, 6% of these have needed a repair within the warranty time, and it faces a deficit of £20 every repair and a total loss of £0.696m.
To reach a breakeven within the service division, they should charge a price of £307. Though higher than the previous fee, but M/S division would still accept the pricing because it is cheaper than that if it were outsourced. 

In all , the company should considers a transfer price between £307 and £1800.

Potential impact of the new information system
The process of gathering, processing, storing, and sending pertinent data to support management operations in any organisation is the fundamental focus of an information system (IS). Undoubtedly, today’s organization run on information (Dandago, 2012). The new information system at Wirral would have a positive impact on the company’s performance.
Better communication and productivity
An integrated, single database allows any division of the company to get access to the updated information all at one. When everyone on the team always has access to the exact same information, the efficiency and quality of the communication will improve. It eliminates the need to reconcile data between departments and systems. This efficiency boost allows employees to focus more on value-added tasks, leading to increased productivity across departments (Hailu, 2014). 
Reduce the risk of errors.
Integration ensures that data is entered only once and is then available across all relevant systems and departments, it enhances the quality of information, and the precision of reports and analysis can result in more dependable and knowledgeable decision-making (Vytenis, 2023). There is less possibility of human error because data won't need to be duplicated, which results in more accurate information being available. 
Improve decision-making.
An integrated information system ensures that management and staff have access to correct and current information by offering a centralised and organised view of an organization's data. With its comprehensive picture of the organization's operations, finances, and other vital data, this information can help with well-informed decision-making. Since the mission of Wirral is to maximise shareholder wealth, it is important for all managers to work in alignment to make decisions based on the same understanding of the company’s current financial and managerial situation.
However, at the same time, this new information system have some potential risks and problems that might occur. 
Data leaking
Because the database would store all detailed management information as well as a high-level executive information, it might lead to a serious leak of business secret once leaked. 
training and historic database 
The new information system required the company to train the staff to efficiently use it, and it might need to integrate past historical data into the new information system. All the training and data transferring require a certain amount of time and financial cost to the company.
False information
Since all the divisions are updated with real-time information, so once a wrong data is synchronized, then the whole company may make some wrong decisions based on the wrong data. The efficiency is indeed improved, but along with a bigger loss when a mistake is made.
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[bookmark: _Toc164443058]Case Study of Defoe Footwear Brand
To: Managing Director of Defoe Limited
From: Qizhi You
Date: Apr 21 2024
Subject: Company growth crisis, balanced scorecard performance evaluation and business process reenigeer
This report will assess Defoe’s potential growth crisis, as well as using the Balanced Scarecard performance evaluation method to investigate company’s qualitative and quantitative performance. For future growth, finally discuss the need for business process reengineer.
[bookmark: _Toc164443059](a) The growth crisis of the company
1. structural characteristics risk
The company operates a flat span of control whereby all the employees directly report to Ms. Jones. No other senior managers nor major shareholders are involved in the company's decision-making. Such an arbitrary design of power could result in the company being influenced by her personal preferences and failing to designate the right path of development. What is worse, no one would be able to step forward to rectify the situation when business conditions deteriorate. Moreover, Ms. Jocelyn Jones remains the sole owner of Defoe Footwear Limited. This thus means she is the chairman and executive at the same time. This dual identity come with a number of governance issues, such as excessive power concentration and conflicts of interest (Mohr, 2023). For employees, since they only have one boss, the lack of long-term growth or opportunity for promotion may discourage them to dedicate to their jobs (Investors In People, 2019). 
2. divisional and personnel structure risk
In the case of Defoe, for its departmental divisions and staffing arrangements, the company does not manage finance, legal, and marketing as separate departments. In the administration division, there is only an accountant to carry out all the financial work, and there is a lack of corresponding legal and marketing personnel. A large number of labourers are in production & design and procurement & storage. This resulted in the company not having the ability to address possible future legal issues, and not being able to increase its exposure in this highly competitive marketplace. Moreover, it is evident that the absence of a separate finance department has trivialized the importance of accounting, which is a major reason why the company did not identify the financial deterioration in time to transform itself. It could lead to a reduced in efficiency and productivity (Boyle, 2023).
3. business environment crisis
Defoe's external operating environment has been constantly changing since 2015, however, it failed to adopt changes accordingly. In 2015, due to the initiative of human rights organizations, the European Union banned imports of products from the Uzbek Fine Talks, which led to changes in Defoe's supply chain and reduced gross profits. In 2019, other competing companies in the same sector have entered the fashion retail, perfume and make-up leather trades, but Defoe has not considered these options, which has further made it uncompetitive in the marketplace. The post-Brexit and COVID pandemic in 2020 has had a significant impact on the company's orders, while the depreciation of the British Pound against the Euro, all these political and economic upheavals have posted a huge threat on company's profitability.
4. market share crisis
It is now widely recognized and admitted that market share is one of the key factors of determining a business’s profitability (Buzzell, Gale and Sultan, 1975). Looking at the London market share data, after a small share increase in 2020, the market share amount falls rapidly from 2021, and by 2022 it is expected that the share of both the wallet and fashion retail will fall to zero. However, market share data shows that London will gradually replace the rest of Europe as the company's most important market again between 2019 and 2022, taking up 34% of the company’s sales. This shows that the company is gradually losing its shares in its biggest market, thus will face a decline in its profitability. 
5. Solvency and liquidity crisis
From the financial statements, it is projected that the company will have a £240,000 of liabilities in total in 2022 while a drop in net assets. The debt ratio thus rises up to nearly 30%, reaching the highest as well. This marks an unhealthy sign that the company is facing a decreased solvency and is burden with debts. It might fall as the business environment continues to deteriorate and leads to a large amount of debt default (Hayes, 2020). In addition, if the company source the main raw materials from other countries, its working capital would drop due to the loss of a 30 days credit. It is projected that the working capital will face a slump and thus impact the company’s liquidity. It is more likely to fail if the business environment causes an unexpected debt.

[bookmark: _Toc164443060](b) Using the Balanced Scorecard for a quantitative and qualitative performance evaluation
The balanced scorecard is a performance management system that helps the manager of any business to view several areas simultaneously. This includes four important aspects: customer, financial, internal, and innovative/learning perspective (Kaplan and Norton, 1992). These four perspectives are logically connected. The financial aspect focuses on whether the business is producing a healthy return on investment and adding value for shareholders. To do this, the company needs to constantly provide calue for the customers and must ascertain how it view its internal work (Epstein and Manzoni, 1997). Lawson et al. (2008) also describe the linkage as, “If employees are learning and growing their knowledge and skill sets, internal processes will continue to improve, in turn, producing happy customers, which will generate sales and keep the company financially stable”.
In the case of Defoe brand, its qualitative and quantitative performance can be evaluated under using the Balanced Scorecard method.
1. Financial perspective
Table 1
	
	2019
	2020
	2021
	2022

	Gross Profit Margin Ratio
	50%
	46.9%
	41.2%
	53.3%

	Debt ratio
	21.7%
	20.2%
	17.5%
	29.1%

	
	
	
	
	


	



According to Kaplan, the financial perspective is to answer the question of how the company should appear to its shareholders. According to the financial data and ratios above, the company's financial profitability is gradually deteriorating. 
Gross margin can show the profitability of the company, and debt ratio can show the leverage of a company. It can be seen from the data that Defoe's Gross Margin and Debt Ratio both have the same tendency, that are expected to rise in 2022 (Picture 1). However, although the company's gross margin is maintained at a level higher than 50%, this is largely due to the decline in the company's overall turnover and does not represent a rise in profitability (Table 1)). Moreover, the company's debt ratio has risen at the same time as turnover has declined, which means that the company is facing higher leverage, which can lead to higher business risks. However, the current debt ratio of the company is still below 60% (Forage, 2023), and it is acceptable to increase the debt ratio appropriately to ease the operating pressure of the company under the premise of changes in the external business environment.
Table 2
	
	2019
	2020
	2021
	2022(projected)

	Turnover growth ratio
	
	17.9%
	-16.9%
	-58.8%

	Operational expenses
	
	12%
	10.5%
	-

	Net profit
	
	23.9%
	-71.4%
	-279.1%

	Net asset
	
	15.4%
	1.0%
	-16.2%




As can be seen from Table 2, all the indicators show a gradual downward trend (Picture 2), most notably Net Profit in 2022 is expected to plummet nearly three times as much as it did in 2021(Table 2). In contrast, however, while turnover, net assets, and net profit all fall sharply, operating expenses fall only marginally. This implies that the company does not have a sound system of cost control, which in turn leads to the company's inability to properly cushion its losses by cutting costs. In addition, the somewhat problematic aspect of the significant drop in net worth is the insufficient working capital, which in turn affects the company's liquidity and is likely to lead to short-term financial difficulties in the future.
2. Customer Perspective
The customer Perspective is set to answer the question of What goals concerning structure and customer demands do they have to set to attain financial goals (Krylov, 2019). It firstly defines which segment that the company is competing in (Figge, Hahn, Schaltegger and Wagner 2002). 
Table 3
	
	2019
	2020
	2021
	2022

	London Market share growth in segments 
	
	Shoes: 0.75%
Handbags: 0.01%
Wallet: 0.03%
	Shoes: -1.55%
Handbag: 0.01%
Wallets: -0.03%
	Shoes: -0.95%
Handbag:0.01%






In the case of Defoe, as can be seen from the market data, Defoe's main markets are currently shoes and handbags. According to the company's future business plan, the fashion retail division will be expanded in the future. Its main market has changed, with London expected to gradually replace other European regions as the largest market, and the market share of the rest of England and Wales is also increasing (Picture 3). In conclusion, the overall trend is that Defoe's current focus is on the UK domestic market. However, if new luxury products are launched in the future, it is expected to add customers from China, the US and the Middle East.
Looking at the changes in the figures, Defoe's overall market share is shrinking rapidly. One of the biggest impacts should be on its main luxury footwear business. However, the market share of the handbag market has risen slightly, which is a good sign and suggests that the company should focus on the development this market to create a new profit points.
Table 4
	
	2019
	2020
	2021

	Website hits growth
	
	1000
	1000

	Website sales growth
	
	5%
	3%

	Customer service satisfaction growth
	
	3%
	10%

	New customer growth
	
	2
	5


Defoe shines in customer service. Although market share is declining, all interactions with customers are showing a good healthy trend. Both the number of website hits and the percentage of online sales are steadily increasing, and most customers are very satisfied with the company's products and services, as well as new customers willing to trust the brand (Table 4). These figures show that Defoe can retain old customers, increase customer stickiness, and build a good reputation in the market.

3. The Internal Business Perspective
This perspective identifies the essential procedures that produce and provide a value proposition to the client. Internal business procedures ought to guarantee that the company's goods and services fulfil the demands of its clients (Cohen, Thiraios and Kanilorou, 2008). 
Firstly, in terms of product manufacturing, Defoe has not consistently introduced new products that are competitive in the market. While the socks and tights launched in 2018 achieved some business successful, the company did not capitalize on this business plan to penetrate more into this new market segment. And while other companies of the relative size were expanding their segments during the same period, Defoe was stuck in its ways, with no new products from 2019 to 2021, thus leading to a loss of competitiveness in the market and a loss of market share to other companies. There is also a problem with the efficiency of internal operations, as Defoe is based on flat span of control style of management, Ms. Jones will face a heavy workload and may not be able to respond in a timely manner to the all the operations of the company. In addition, due to the limitation of her professional ability, she may not be able to make the best judgment and decision in the best interest of the company in many areas that require professional skills. 

4. learning and growth perspective
Table 5
	
	2019
	2020
	2021

	ratios of suggested improvements of employees
	
	-102%
	-5%

	Employee retention
	
	3%
	4%

	Job competition time
	
	-4 days
	-3days

	Number of CPDs attended per employee
	
	4
	3


The learning and growth perspective consists of three categories of “intangible assets”: strategic competencies. Strategic technologies and organizational climate, which are vital for the company to implement the strategy (Jelenic, 2011). There are three main metrics: retention of employee, employee satisfaction and employee productivity (Kaplan and Norton, 1996). It is becoming more and more important for employees to receive ongoing education and training given the present corporate environment. Investing in personnel is viewed as an investment rather than an additional expense. Employees must constantly grow and learn, as well as cultivate corporate cultures and attitudes regarding individual and corporate advancements, to stay up to date and, frequently, anticipate certain scenarios and events. According to Kaplan and Norton (1996), ‘learning’ is more than ‘training’ because it includes sharing organisational information and facilitating communication amongst staff members at all levels.
Defoe is excellent at giving its employees the opportunity to learn and grow. Employee numbers are going up steadily, and errors on the job have achieved a qualitative reduction in 2019-2020, showing that the company has a well-established employee training program to ensure that employees are doing their jobs efficiently and correctly. This can also tell from the growing number of employees that attend CPDs. In addition, the employee turnover rate has been decreasing, which shows that the company can provide a good working environment for its employees (Table 5). 

In conclusion, based on the balanced scorecard performance measurement, Defoe exemplifies the potential crisis facing the company at both the quantitative level and the qualitative level. The main crisis can be seen on the one hand in the financial data, which shows that the company's profitability is decreasing, while leverage is increasing and liquidity is weakening, and it is in a deficit position. It is also reflected in the loss of market share, which shows that the company is losing competitiveness. On the other hand, it can be seen in the managerial structure of the company as well as product development. A flat structure may lead to inefficiency and top managers may restrict the company's product development and financial choices due to personal preferences.
But at the same time, the company is doing well in relationship with customer and employee growth. The company has been able to increase customer stickiness and the number of new customers has been steadily increasing, and the employee turnover rate has been reduced and the work can be done efficiently with a complete set of employee training.



[bookmark: _Toc164443061](c) The need for business process reengineer
Business Process Reengineering (BPR) is the process of rethinking and completely redesigning a business process in order to achieve significant and long-lasting gains in lead time, flexibility, quality, cost, and innovation (Gunasekaran and Kobu, 2002). According to Hammer (1990), Reengineering cannot be carefully planned and carried out in incremental, cautious phases. It's an uncertain proposition with an all-or-nothing outcome. In order to have a comprehensive BPR plan, it is important for companied to define, analyse, create, design and implement (Grover and Malhotra, 1997). Only in this way can a company survive from the threat that drag it down. In the case of Defoe brand, it is urgent for the company to reengineer the business process for the following reasons:
1. Improve the competitiveness: entering new sectors. 
Researchers have found that reengineering is critical to the survival of top organisations and to gaining a competitive advantage over other comparable organisations. For competitiveness, organisations use BPR to especially increase their competitive advantage in a turbulent global marketplace by drastically changing some processes (Adeyemi and Mukaila, 2008). For Defoe brand, they are facing the threats from other relative-sized operators. By BPR, Defoe could expand into new sectors and thus drive a more sustainable and comprehensive growth.
To do that, Defoe need to adapt the company's non-luxury products to the demands and preferences of clients in the new sector. The company could consider a separate sales department, which is responsible for marketing and sales management, as well as the development of online purchasing channels, and through the establishment of better internal information system to connect the sales and production divisions of the product.
2. Maintain the market share: penetration pricing to expand market shares
Penetration pricing strategy relies on offering new items at low prices in an effort to swiftly win over a customer base and gain the market shares. Prices can be raised gradually after this market is fully represented (Villalón, 2023). It is important for Defoe to change the pricing strategy due to the slump of London market shares and the goal to win more customers in the rising markets (Rest of England and Wales), as well as the new market in the future. By lowering the price, it could draw more white collar customer and young customers.
To change from a a luxury brand strategy to a market penetration pricing strategy, the brand needs to reengineer their pricing process. This could involve reviewing the process of setting prices, developing rules for changing them, and putting in place systems for overseeing and controlling pricing choices. 
3. increase operational capacity: Joint venture
A joint venture (JV) is a type of commercial structure where two or more parties come to an agreement to combine their resources in order to achieve a certain goal (Hargrave, 2024). After establishing a joint venture with Barnaby Holdings Ltd, Ms. Jones will lose its position of the sole manager of the company. The new joint venture is likely to be run by a management team, and Barnaby would be a major shareholder that retain the right to appoint key executives and get involved in decision-making (Mullett, 2014). This change in organizational status would increase the operational capacity since it is possible to start a new product chain and enter a new market at a very low cost, with the financial and technical support of a business partner, which greatly increases Defoe's own profitability and competitiveness in the market. 
To do that, the company needs to redesign a new governance and organisational structures to make room for the joint venture. In addition, Defoe need to integrate the joint venture partner's systems, operations, and important business processes such as marketing and distribution.

Radical innovations are usually associated with a opened-minded top management team (Dewar and Dutton, 1986). For Defoe, the top manager should take the lead to accelerate the process of business process reengineering.
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Picture 1

Gross Profit Margin Ratio	2019	2020	2021	2022(projected)	0.5	0.46899999999999997	0.41199999999999998	0.53300000000000003	Debt ratio	2019	2020	2021	2022(projected)	0.217	0.20200000000000001	0.17499999999999999	0.29099999999999998	



Picture 2

Turnover growth ratio	2020	2021	2022(projected)	0.17899999999999999	-0.16900000000000001	-0.58799999999999997	Operational expenses	2020	2021	2022(projected)	0.12	0.105	0	Net profit	2020	2021	2022(projected)	0.23899999999999999	-0.71399999999999997	-2.7909999999999999	Net asset	2020	2021	2022(projected)	0.154	0.01	-0.16200000000000001	



Picture 3

London	2019	2020	2021	2022	17	10	14	34	Rest of England	2019	2020	2021	2022	5	6	8	16	Wales	2019	2020	2021	2022	8	9	10	15	Rest of Europe	2019	2020	2021	2022	70	75	68	35	
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