
ANALYSIS OF PERFORMANCE MANAGEMENT 
[Performance Analysis of Portal and Troyland]


Executive Summary
The research content of this report includes two parts. The first part mainly analyses Portal Enterprise. Firstly, a performance evaluation was conducted on the two divisions of the enterprise, and it was found that the manufacturing/sales division had good performance indicators in all aspects, creating a considerable amount of value for the enterprise. However, the service division performed mediocrely and created relatively low value. In terms of transfer pricing, through analysis, it is found that the market price method may be more suitable for maintenance within the warranty period, while the cost plus method is more suitable for maintenance beyond the warranty period. Afterwards, the impact of the new execution information system on enterprise performance management was discussed, mainly reflected in four aspects: integrating strategy, promoting performance management implementation, improving performance management efficiency, and supporting decision-making through performance analysis. The second part analyses the performance status of Troyland Limited. Through analysis, it was found that the company is currently facing various growth crises, including incomplete management systems, increased costs, weak risk resistance, policy changes, fierce market competition, and economic downturn. Afterwards, a balanced scorecard was used to analyse the company's performance, and it was found that the company performed poorly in three dimensions: finance, customers, and internal business processes, with significant room for improvement. Finally, this report believes that the company needs to carry out business process reengineering, which mainly includes three reasons: the need for strategic adjustment, the need to improve market competitiveness, and the need to improve internal business processes.
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Introduction  
This report mainly studies the content of two parts. The first part mainly analyses Portal Enterprise. Firstly, a performance evaluation was conducted on the two divisions of the enterprise to assess their performance in terms of performance. Then, two different transfer pricing methods and their applicability were discussed. Subsequently, the impact of the new execution information system on enterprise performance management was discussed. The second part analyses the performance status of Troyland Limited. Firstly, the growth crisis faced by the company was analysed. Afterwards, a balanced scorecard was used to analyse the company's performance, mainly from four aspects: finance, customers, internal business processes, and learning and growth. Finally, based on the above analysis, this report analyses whether the company needs to conduct business process reengineering and analyse its reasons.


Main Findings
Rogers and Bredrup believe that performance management is the process of managing organizational performance. According to Bredrup (1995), performance management should include three processes: planning, improvement, and evaluation. Performance plans include systematically elaborating on the organization's expectations and strategies, defining performance, etc; Performance improvement is a process that includes activities such as business process restructuring, continuous process improvement, benchmarking, and total quality management; Performance evaluation includes performance measurement standards and evaluations. The core of this viewpoint lies in determining organizational strategy and implementing it through organizational structure, technology, business systems, and procedures. It mainly considers goal setting, performance improvement, and evaluation from the perspective of the organization. Although employees may be affected, they are not the main consideration objects. Ainsworth and Smith (1993), Heisler (1987), Quinn (1988), Torrington and Hall (1995) proposed that performance management is the combination of organizational needs to guide and support employees, in order to achieve the greatest possible results with the highest possible efficiency. This indicates that we must conduct performance management at several levels, at one extreme managing organizational performance and at the other extreme managing employee performance. A more comprehensive model should involve organizations, individuals, and various levels in between. From the disciplinary nature of psychology, more attention is paid to individual performance. From an organizational perspective, the purpose of performance management is to improve organizational performance and achieve the overall goals of the organization.


Task 1 – Portal Fabrication PLC
1.1 Division Performance Evaluation
1.1.1 ROI method
The board of directors uses the return on investment as the main relative indicator to measure the performance of the two divisions of the company (Jasson and Govender, 2017). The return on investment refers to the ratio of returns obtained through investment to the investment amount. It is the economic return that a company receives from an investment in a commercial activity, the ratio used to measure the profitability of a company, and a comprehensive indicator to measure the effectiveness and efficiency of a company's operations (Dimson et al., 2009). The calculation method is: investment return rate=(controllable profit/controllable investment amount) × 100%。 The investment return rate is a relative number that displays the investment return ability of a project or division in the form of a percentage, excluding non-comparable factors with different investment amounts, and thus has horizontal comparability. When comparing the performance of different sized divisions, a clear relative number is more appropriate. Through calculation, the investment return rate of the manufacturing/sales division can be obtained: ROI=386/1294 * 100%=29.83%. It can be seen that the investment return rate of the manufacturing/sales division is very high, indicating that the division has strong profitability and can help company shareholders create high investment returns. Similarly, the return on investment of the service division can be calculated as ROI=6/38 * 100%=15.79%. The service division has a relatively high return on investment and strong profitability. However, compared to the manufacturing/sales division, the return on investment of the division is much lower, indicating that its profitability is also much lower than that of the manufacturing/sales division.
1.1.2 RI and EVA methods
The proposed methods for measuring divisional performance include RI and EVA.
Among them, residual income refers to the profit obtained from investment, minus the investment amount (or net asset occupancy) and the balance calculated according to the prescribed (or expected) minimum return rate of investment income, that is, the balance after deducting the cost of capital from the profit obtained by the enterprise after investment (Magni, 2021). It is the part of a division's operating profit that exceeds its expected minimum income. Residual income can make performance evaluation consistent with the enterprise's goals, But it is not suitable for comparison between different divisions, especially when there is a significant difference in division size (Magni, 2009). The calculation method is: residual income=profit from investment - (investment amount * expected minimum return). Through calculation, it can be concluded that the residual income of the manufacturing/sales division is RI=386- (1294 * 9%) = 269.54. It can be seen that the residual income of the manufacturing/sales division is very high, indicating that the profitability of the division is strong and the value created is much higher than the market income. Similarly, the remaining revenue of the service division can be calculated as RI=6- (38 * 9%) = 2.58. From the data, the revenue of the service division is average.
In addition, additional economic value refers to the remaining income after deducting the cost of all invested capital from the net operating profit after tax. Economic value added is an important indicator for comprehensively evaluating the effective use of capital by operators and creating value for enterprises (Sloof and Praag, 2015). The basic principle followed is to maximize shareholder value, but it is not applicable to measuring divisional performance (MUNTEANU and Guni, 2014). The calculation formula is: Additional Economic Value (EVA)=Pre interest and post tax profit - total cost of funds. Through calculation, it can be concluded that the additional economic value of the manufacturing/sales division is EVA=301- (1294-1294 * 5.5%) * 9%=190.95, indicating that the division has created significant economic value for shareholders. Similarly, the additional economic value of the service sector can be calculated as EVA=5- (38-38 * 5.5%) * 9%=1.77, while the economic value created by this sector is relatively small.
1.2 Transfer Pricing
Transfer pricing refers to the price set by affiliated enterprises when selling goods, providing services, transferring intangible assets, etc. It can be understood as the procedure followed by organizations when transferring goods or goods from one division to the next division, subsidiary, or any related party (Rogers and Oats, 2022). Transfer pricing includes the consideration for transferring property, rights, interests, etc., including four major types of transactions: tangible assets, intangible assets, labour services, financing, etc (Kumar, et al., 2021).
1.2.1 Transfer Pricing System Standards
Transfer pricing refers to the process followed by an organization when transferring goods or goods from one division to the next, subsidiary, or any related party. In this case, the transfer pricing system is used to allocate profits and losses to each individual division of the company, and the transfer pricing system should comply with the following principles (Brugger, F. and Engebretsen, R., 2022). 
Legal compliance. The establishment of a transfer pricing system must comply with laws and regulations. Legal norms are the foundation for the smooth operation and development of a company, so the system must comply with the requirements of laws and policies in order to ensure the normal operation of divisions and the company, and to ensure the long-term interests of company shareholders (Sikka, P. and Willmott, H. 2010).
Reasonable pricing. The transfer pricing system must use reasonable pricing methods, which can ensure the effective operation of the system and ensure a reasonable evaluation of the actual performance of each division. Only reasonable pricing can help to allocate revenue and costs to the two divisions in the correct way. At the same time, it is conducive to achieving the company's goals, thereby maximizing the interests of shareholders.
Reflect the overall goals of the company. The transfer pricing system established by the company must reflect the overall goals of the company. In the case, the company's goal is to maximize shareholder profits, so the company's transfer pricing system must meet the principle of maximizing shareholder interests and help shareholders obtain maximum profits.
1.2.2 Evaluation of Transfer Pricing Methods
(1) Cost plus method
The cost plus method uses the reasonable cost incurred in related party transactions plus gross profit as the fair transaction price for related party transactions. The cost plus method is usually applicable to the purchase, sale, transfer, and use of tangible assets, as well as related transactions related to the provision of labour services or financing (Jasson, C.C. and Govender, C.M., 2017). The calculation formula is as follows: fair transaction price=reasonable cost of related transactions × (1+cost markup rate).
Table 1. The service costs within the service division
	£
Labour (per hour)	18
Variable divisional overhead (per hour)	12
Fixed divisional overhead (per hour)	25


It is known that the average cost of replacing parts is 85 pounds, and the average repair time is 4 hours. Therefore, the average cost of each repair is 85+(18+12+25) * 4=305 pounds. After that, an appropriate cost markup needs to be added to obtain the final transfer price, which needs to be negotiated between the two divisions. This method can ensure that the cost of the service division is fully covered and has a reasonable profit margin, while also ensuring that the costs paid by the manufacturing/sales division are within a reasonable range.
(2) Market price method
The market price method is an evaluation method that uses the recent transaction prices of the same or similar assets in the market to determine the value of the evaluation object through direct comparison or analogy analysis. The market price method is applicable to the asset value evaluation when the same or similar non related comparable transaction information can be found in the market (Markose, S. et al., 2021) .It is known that a local engineering company is quoting £ 200 per repair service, provided that it obtains all repair and repair contracts from Portal Company. Therefore, the transfer price in the market price method is 200 pounds, which of course does not apply to conditions beyond the warranty period. In general, the market price method may be more suitable for the maintenance within the warranty period, while the cost plus method is more suitable for the maintenance beyond the warranty period.
1.3 Impact of Implementing Information Systems on Performance Management
Implementing an information system can help managers break free from trivial tasks and focus more on management work. At the same time, it will also bring greater value to the achievement of performance goals and employee growth of the enterprise. The specific impacts are as follows (Wang, J. 2013).
1.3.1 Integration strategy
Establishing an execution information system can help enterprises integrate relevant information from various divisions, including strategy, planning, budgeting, forecasting, team performance, and employee performance, and help enterprises carry out better strategic planning. However, this system also has more skill requirements for users.
1.3.2 Promoting the Implementation of Performance Management
This system can significantly reduce the execution cost of performance management and standardize the actual operation of performance management through informatization, including all divisions and employees in the performance management process, promoting the effective implementation of performance management from concept to system, and achieving full participation and interaction among all employees in this execution process, continuously improving the performance management level of managers.
1.3.3 Improving Performance Management Efficiency
The establishment of this system can eliminate a lot of manual work in performance management. Managers can quickly obtain the necessary data information from the system and improve the efficiency of performance management.
1.3.4 Performance analysis to support decision-making
As performance data accumulates over time, companies can conduct vertical and horizontal analysis using single or multiple indicators, single or multiple individuals, and present it in various ways to support individual improvement and organizational decision-making.


Task 2 – Troy Brands
2.1 Growth Crisis
The growth crisis of the company is mainly divided into two aspects: internal crisis and external crisis. Internal crisis mainly includes imperfect management systems, increased costs, and weak risk resistance, while external crisis mainly includes policy changes, macroeconomic downturn, and fierce market competition.
2.1.1 Incomplete management system
The company currently has 4 divisions and 16 employees, all of whom need to report directly to Evelyn. This flat structure is very reasonable and efficient in the early stages of entrepreneurship. However, if the company wants to further expand, it needs to recruit more employees, and the increase in personnel has higher requirements for the company's management system. The existing system will not be able to meet the future expansion of the company. Therefore, in order to further develop, The company needs to further improve its management system.
2.1.2 Cost increase
Due to the government's ban on raw material procurement in Uzbekistan, the company had to purchase raw materials from other places, which directly led to an increase in company costs. The increase in costs increased the pressure on the company's funds and reduced the profits generated, posing challenges to the company's future survival and development.
2.1.3 Weak risk resistance
According to the information in the table, the current assets of the company in 2021 were £ 282000 and the current liabilities were £ 237000, which can be calculated as a current ratio of 118.99%. It can be seen that the company's current ratio is relatively low, indicating its weak short-term solvency and poor risk resistance, which is not conducive to the company's further development.
2.1.4 Policy changes
The company is affected by the Brexit policy in the UK, and as an important customer of the company, the European continent is one of the important sources of revenue. The policy changes have led to a significant decrease in the number of orders the company has placed in Europe, which is bound to have a negative impact on the company's future development.
2.1.5 Economic downturn
The arrival of the COVID-19 has had a huge impact on the global economy. As a result, many companies have declined in sales or even closed down. As a traditional footwear company, this company will also be affected by the COVID-19, which will lead to a decline in the number of orders. In addition, the decline of the macro-economy will lead to a decline in consumer spending power, which will also have a negative impact on the future market share, which is not conducive to the future development of the company.
2.1.6 Intense Market Competition
As a traditional footwear company, based on its market share, it can be seen that the company faces fierce competition from competitors in the same industry. The fierce competition indicates that the company needs to spend more energy to attract its consumers, while also facing the risk of consumers being snatched by its competitors. This indicates that the company needs to face significant challenges in its future development.
2.2 Performance Analysis
The Balanced Scorecard is an advanced tool for performance measurement. The balanced scorecard divides the strategy into four different operational objectives, and designs appropriate performance measurement indicators based on these four perspectives (Wiraeus, D. and Creelman, J., 2019).Therefore, it not only provides various information necessary for effective operation of enterprises, overcomes the interference of information complexity and asymmetry, but more importantly, the indicators it provides for enterprises are quantifiable, measurable, and evaluable, which is more conducive to comprehensive and systematic monitoring of enterprises, promoting the achievement of enterprise strategies and long-term goals.
The implementation of the Balanced Scorecard requires enterprises to have a clear organizational strategy: senior managers have the ability and willingness to decompose and communicate strategies; Middle and senior managers have the ability and willingness to innovate indicators (Hegazy, Hegazy and Eldeeb, 2022). Therefore, enterprises with poor management foundation cannot directly introduce the Balanced Scorecard. They must first improve their management level before gradually introducing the Balanced Scorecard. So for the company in this case, this article mainly uses the Balanced Scorecard as a means of measuring company performance, examining the company's performance from four different dimensions, but does not use the Balanced Scorecard as a means of strategic management for the company.
The content of the balanced scorecard used for different industries and enterprises of different sizes may vary. This case study focuses on a small-scale footwear company targeting middle to high income groups. After studying the balanced scorecards set up by different companies and considering the actual situation of the company, this article lists the following balanced scorecards and uses a combination of quantitative and qualitative indicators to measure the actual performance of the company.
Table 2. Balanced Scorecard
Dimension	Specific indicator content	Indicator completion status
Finance	Various financial indicators: gross profit rate, cost profit rate, net return on assets, etc	Poor completion status, significant decline in all indicators
	Sales growth in existing markets	Poor completion status and continuous decline in market share
	New Market Sales Growth	Relatively successful, with increasing revenue in new market segments
Customer	Website hits through volume	Increase year after year
	Website traffic conversion rate	Increase year after year
	Customer satisfaction	Increase year after year
	Increase in new customers	Increase year after year
	Profit margin obtained from customers	Rising costs and declining profits
Internal business processes	Profit and market share of each product	Poor completion, decreasing year by year
	Ratio of new products to total revenue	Increase year after year
	Convenience of communication among divisions	Flat structure with good performance
Learning and Growth	Employee retention rate	Increase year after year
	Task error rate	Decreased year by year
	Number of CPDs attended by employees	Increase year after year
	Average work completion time	Decreased year by year


2.2.1 Financial dimensions
Quantitative analysis was conducted on the financial situation of the company by calculating relevant financial indicators. Among them, the net return on assets decreased from 30.9% in 2019 to 8.7% in 2020, indicating that the return on the company's asset investment has declined significantly. The cost profit margin was 22.1% in 2018, 21.8% in 2019, and rapidly decreased to 6.4% in 2020, indicating that the company's cost control ability is insufficient, largely due to the impact of national policies in materials, leading to an increase in costs. The gross profit margin indicator is also decreasing year by year, with a gross profit margin of 50% in 2018, 46.9% in 2019, and 41.2% in 2020, indicating a significant decline in the company's profitability. Based on various quantitative indicators, the company's financial performance is deteriorating year by year, indicating that the company's cost control and profitability are weakening year by year, which is not conducive to the company's future survival and development. From the existing indicators of sales growth in the market, according to the data in the materials, it can be seen that the company's market share is continuously declining, indicating that the market competitiveness of the company's products is constantly weakening, and the existing market is gradually being eroded by competitors, posing a serious threat to the company's future development. From the perspective of sales growth in new markets, the company has been relatively successful in new products, and the revenue in new segmented markets is constantly increasing, indicating that the company has performed well in opening up new markets.
Overall, the company's financial performance is poor, its market competitiveness is gradually weakening, and its future survival and development are threatened. However, the company has performed well in the development of new products and new markets.
2.2.2 Customer dimension
According to Appendix 4 of the materials, it can be seen that the company performs well in the customer dimension. Among them, the company's website click through volume, website traffic conversion rate, customer satisfaction, and number of new customers are increasing every year, indicating that the company performs well in the customer dimension, and customer stickiness and conversion rate are constantly improving. However, due to the increase in costs, the profit margin obtained from customers has decreased.
2.2.3 Internal business processes
The financial indicators to a certain extent reflect the company's operating ability. From the various financial indicators of the company, it can be seen that the company's various financial indicators have performed poorly, indicating that the company's operating ability is poor and there is still great room for improvement (Quesada, H. and Gazo, R., 2007). From the specific indicators of internal business processes, firstly, the profit and market share of the company's various products are showing a decreasing trend year by year, indicating that the competitiveness of the company's products is constantly declining. From the proportion of new products in total revenue, the proportion of new products in total revenue has been increasing year by year, indicating that the company has performed well in developing new products and new markets. In addition, the company has a flat management structure with a simple management structure, which facilitates efficient communication among various divisions of the company.
Overall, there are still significant issues with the company's internal business processes that require further improvement, but the company has performed well in terms of new product development and management structure.
2.2.4 Learning and Growth Dimensions
The dimensions of learning and growth are mainly measured from four aspects: employee retention rate, task error rate, number of CPDs participated by employees, and average work completion time. These four indicators of the company are improving year by year, indicating that the company performs well in the learning and growth dimensions. The company focuses on employee growth and long-term development, which is conducive to the company's long-term development.
2.3. Business Process Reengineering
Business process reengineering is a fundamental reflection and thorough reconstruction of business processes, with the aim of achieving significant improvements in cost, quality, service, and efficiency, enabling enterprises to adapt to the modern enterprise environment characterized by customers, competition, and change to the maximum extent possible (Khosrow, 2006).Whether to carry out business process reengineering depends on the current situation and future development needs of the company. In this case, the company needs to carry out business process reengineering, mainly due to three reasons: the need for strategic adjustment, the need to improve market competitiveness, and the need to improve internal business processes.
2.3.1 The need for strategic adjustment
The company's future expansion plan is currently at a crossroads. Whether it is choosing a strategy of penetration pricing or a strategy of new business development, the company needs to adjust its existing strategy accordingly (Schindehutte, M. and Morris, M.H., 2001). In this case, the company needs to reengineer its business processes based on the adjusted strategy, so that the company's business processes can align with the company's strategy, and only in this way can the realization of the company's strategy be guaranteed.
2.3.2 The need to improve market competitiveness
From the perspective of various financial performance indicators, the company's performance in various financial indicators is poor, indicating that the company's profitability and cost control ability are weak. This also indirectly reflects the insufficient market competitiveness of the company's products, which will pose challenges to the company's future survival and development. In order to enhance the market competitiveness of the company's products and increase their market share, business process reengineering is an effective and necessary means. Appropriate business process reengineering can help the company standardize processes, improve operational efficiency, and achieve double performance and long-term stable development.
2.3.3 The need to improve internal business processes
From the analysis above, it can be seen that there are still many problems in the internal business processes of the company. Therefore, in order to improve the operational efficiency of the company and meet the needs of its future development, the company needs to adopt the means of business process reengineering to ensure its safe survival in the fiercely competitive market and achieve further development in the future.


Conclusion (average of 10% of word count)
The research content of this report includes two parts. The first part analyses the Portal enterprise and finds that the performance indicators of the manufacturing/sales department are very good in all aspects, creating a considerable amount of value for the enterprise, while the service department performs average and creates low value. In terms of transfer pricing, this report believes that it is more suitable to use the market price method for maintenance within the warranty period, while it is more suitable to use the cost plus method for maintenance beyond the warranty period. Afterwards, the impact of the new execution information system on enterprise performance management was discussed, mainly reflected in four aspects: integrating strategy, promoting performance management implementation, improving performance management efficiency, and supporting decision-making through performance analysis. The second part analyses the performance status of Troyland Limited. Through analysis, it was found that the company is currently facing various growth crises, including incomplete management systems, increased costs, weak risk resistance, policy changes, fierce market competition, and economic downturn. Afterwards, a balanced scorecard was used to analyse the company's performance, and it was found that the company performed poorly in three dimensions: finance, customers, and internal business processes, with significant room for improvement. Finally, this report believes that the company needs to carry out business process reengineering, mainly due to the need for strategic adjustment, the need to improve market competitiveness, and the need to improve internal business processes.
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