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Executive Summary
This report analyses the two case studies in Mitchum Fabrication plc and Indorex Footwear Limited in terms of some of the important concepts in performance management, strategic control, and business improvement. In the case of Mitchum, the report indicates that the performance of the division should not be measured using a single measure. ROI can be handy in comparison, but it may result in bad decisions when managers attempt to cushion their present percentage payback. The remaining income is a truer picture since it involves the cost of capital. EVA also assists in shareholder wealth, although it is more challenging to apply it in practice. It is also established in the report that the present system of transfer pricing between M/S and Service needs to be re-examined. An approach that is cost-based is more appropriate compared to a market-based approach since the external repair quote is way more expensive than the internal repair price. In the Indorex case, the report concludes that the company is in a growth crisis that is caused by external and internal factors. The threats are Brexit, Covid-19, currency fluctuations, and increased sourcing prices. The internal issues are a poor structure, over-centralisation of decisions, and a necessity to restructure business processes. The Balanced Scorecard analysis reveals that non-financial performance has been enhanced in certain aspects, although financial performance has been poor. The report therefore recommends business process reengineering as a means of efficiency, cost-cutting, tightening control, and enabling future growth.
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Introduction  
Performance management is a significant aspect of contemporary business (Cappelli and Tavis, 2016). It assists companies to gauge outcomes, regulate expenses, enhance choices, and ensure that managers strive for the broader objectives of the company. The end-of-year profits cannot be used by companies in the current competitive world. They are supposed to possess good planning, control, budgeting, performance review, and strategic review systems. Such systems are especially essential in cases where an organisation possesses a number of branches, unstable market conditions, or growth problems. This report is based on two business cases. The latter is the Mitchum Fabrication plc, which is a divisionalised manufacturing company, with a manufacturing/sales division and a service division. The other case is that of Indorex footwear limited, a medium-sized footwear firm whose performance is on a downward trend, due to external market pressure and uncertainty of future growth. Combined, the two cases indicate that performance management is not just a numbers game. It is also about leadership, behavior, and coordination and responsiveness of a business to change in a well-organised and informed way.



Main Findings
Performance management is a process that is systematic and continuous, which is directed towards balancing the organisational goals and the work of the employees, goals, and behaviour (Cappelli and Tavis, 2016). It entails constant communication, setting and reviewing of goals, feedback, and development to enhance individual and organisational performance beyond annual reviews to regular check-ins and, in some instances, peer reviews.

Part 1 Mitchum Fabrication plc
Mitchum Fabrication plc is a divisionalised company and has two major divisions, which are Manufacturing/Sales and Service. The board would like to have better coordination of these divisions and an improved way of gauging their performance. Mitchum is currently mainly using ROI; however, this is not deemed by the board to be a fair evaluation of the divisional managers. This renders Mitchum a viable case study to argue about the performance of divisions, equity in the control, and the interdependence of the performance measurements and shareholder wealth.
Evaluating divisional performance
Managerial performance and economic performance
The first one is that Mitchum should not compare the performance of management and the performance of a division with regard to the economy (Cho and Lee, 2017). This is important because a manager can be perceived as weak whenever one has any costs, which one includes, yet one has no control on. In Mitchum, the head office expenses apportioned are £85m M/S and £1m Service. They are costs that are significant to the company, yet they might not be the most suitable to assess the manager (Drury and Tayles, 2022). M/S is the biggest revenue collection department with sales revenue amounting to £800m and operating profit amounting to £361m. Service is much smaller with a revenue of £15m and an operating profit of £4m. But the warranty promise, a part of Mitchum's reputation for quality and customer care, is also backed up by the Service division. So, service must not be rated by its minor accounting earnings. It also elicits strategic value to the whole company.

ROI and residual income
The current leading relative measure by the board is ROI. It can be used because it gets profit and matches it with the amount of capital employed and can be applied to compare divisions. According to the statistics of the case, M/S has an ROI of 27.94%, and Service has an ROI of 10.81% (See Appendix A1). This renders M/S seeming to be much stronger than Service on the surface. This is right in the sense in which M/S certainly makes a higher profit on the invested capital in it. ROI has a weakness, however. It can result in poor decision-making as managers strive to cushion their present average pay-off instead of taking all projects that give a higher pay-off to the company. 
A manager will view a good project as a rejectable one as it will decrease the divisional ROI, yet it will raise shareholder wealth (Drury and Tayles, 2022). This does not imply that ROI is not helpful, and it must not be the sole measure. The rest of the income will be a more well-balanced picture. RI minimizes a portion of the dysfunctional behavior produced by ROI since it subtracts a charge on capital from profit. M/S has RI of £257.64m and has a cost of capital of 8% and Service has RI of £1.04m and has a cost of capital of 8% (See Appendix A1). This is important in that it shows that the two divisions still achieve a higher surplus than their capital charge. So even though Service appears weak in regard to direct profit and ROI, it creates a positive surplus on the basis of residual income. 

End of judgment of Economic value added.
Economic value added is a more shareholder-friendly measure (Sabol and Sverer, 2017). EVA adjusted to divisional profit, including or excluding accounting changes and including less the capital charge on divisional assets (Drury and Tayles, 2025). They also write that EVA is associated with RI, except that it has a greater focus on shareholder value. Using a plain variant, which is based on operating profit after tax, M/S yields EVA of about £149.34m as compared to Service of about negative £0.16m. This means that M/S enjoys a vivid economic value creation as compared to Service, which is close to break-even after tax and capital expenditure (Merchant and Van Der Stede, 2007). Nevertheless, EVA is to be applied with caution. Mitchum offers depreciation and other non-cash expenses, but lacks the detail necessary to create a complete adjusted EVA model (Sabol and Sverer, 2017). Therefore, EVA outcome can be used as a guideline but it is not a perfect solution.

Transfer pricing between M/S and Service
At Mitchum, transfer pricing is significant as the two divisions are interconnected (Bhimani et al., 2019). The machines are sold under the M/S division, and the warranty promise is given to customers. The repairs are carried out by the Service division. Presently, warranty repair yields an internal recharge of £11M/S of Service/per annum. The board is considering this in case the same is being carried on or a new transfer pricing technique is adopted. The primary choices include market price and cost-plus. A good transfer pricing system should be capable of assisting the company. It must also be equitable to the two divisions (Merchant and Van Der Stede, 2007). The divisional systems should help in goal congruence. This means that managers will make decisions that will not only be profitable to their division but also to the whole business. 

Item	Calculation	Result
Units sold per year	Given	680,000
% needing warranty repair	Given	7%
Number of warranty repairs	680,000 × 7%	47,600
Labour cost per repair	4 × £21	£84
Variable overhead per repair	4 × £11	£44
Fixed overhead per repair	4 × £23	£92
Parts cost per repair	Given	£98
Total internal cost per repair	£84 + £44 + £92 + £98	£318
Total internal cost of warranty work	47,600 × £318	£15,136,800
Current internal recharge	Given	£11,000,000
Current recharge per repair	£11,000,000 ÷ 47,600	£231.09
External market price per repair	Given	£1,900
Total outsourcing cost	47,600 × £1,900	£90,440,000


The market price approach determines the warranty repair transfer price to be at a high rate of £1,900 per repair, which is far higher than the cost-plus calculated transfer price of £381.60 per repair. This can cause inefficiency in the Service division since it may not be motivated to improve its efficiency internally when the price at which it is operating is excessively high (Bhimani et al., 2019). It also minimises internal coordination as the divisions would be externalizing their purchasing and repair at an external cost, and may not encourage the Service division to make full use of its own repair capability (Drozd et al., 2026). The cost-plus approach is more suitable for Mitchum because it involves its internal costs and the need to have equitable prices within departments. The cost-plus transfer price calculated is going to be £381.60 per repair, an actual internal cost of offering warranty repairs with a healthy profit margin to the M/S division. The impact of this system will probably be increased collaboration among divisions and an incentive for the Service division to work towards lowering internal expenditures (Bouwens and Steens, 2016).
Mitchum ought to apply a cost-plus transfer price instead of a market price. The current recharge of £11 million seems to be undercharged when the actual cost is considered, and hence, the board ought to consider it. The transfer price would be fairer with a revised cost-based price, would enhance better performance assessment of the divisions, and would serve the overall goals of the company better (Horngren et al/, 2006). The cost-plus method is the best option since it captures the actual cost in the internal operations, is easy to implement, and stimulates collaboration and cost containment among the divisions (Heinrich, 2014). Only in the case where the external price of repairs is more competitive than the internal cost, the market price method would be adopted. But in case Mitchum still wants to keep the internal ability to do warranty repairs, it would be preferable to use the cost-plus model to ensure both equity and efficiency throughout the divisions.

Impact of the Executive Information System
Mitchum has been considering adopting a new Executive Information System (EIS) that will be developed on a built-in database that will be accessible to the five sites of the company (Yin, 2015). Such a system will improve performance management, coordination, and decision-making in the company. At this stage, Mitchum has a different system in all the divisions, and as such, there is inefficiency and delay in the exchange of information in the system (Soegoto and Luckyardi, 2018).

Benefits of the Executive Information System
Enhanced decision-making is one of the benefits of an EIS (Chang et al., 2023). Real-time data would give the managers in different departments up-to-date and accurate information and enable them to make better decisions. To illustrate, in case of delay in production or a change in the customer demand, the managers would have the required information to make changes to operations in a very short time needed to prevent bigger problems (Hadid and Al-Sayed, 2021). The EIS would also come in handy in improving the level of coordination between the M/S and Service divisions. At this stage, the two divisions use different systems that can result in delays and miscommunication (Kareem et al., 2021). The benefit of having it integrated is that the two divisions would access the same information, and this would mean that there would be minimal communication and more alignment of goals. This would minimize the possibility of errors and maximize efficiency in operations. Furthermore, the EIS would allow allocating resources better (Ţole, 2016). Through the tracking of inventory, staff, and other resources, Mitchum can make sure that resources are utilized well and unnecessary costs are minimised. 

Risks and Limitations of the Executive Information System
Although the EIS has a number of potential benefits, it has certain risks attached to its implementation (Soegoto and Luckyardi, 2018). One of the major risks is the cost. The development and maintenance process of the new system might be costly. Mitchum would need to consider the cost of equipment, software, and training of employees so that they can use the new system (Safwan et al., 2016). These costs should be compared to the possible advantages of the increased efficiency and decision-making (Cosa and Torelli, 2024). Resistance to change is also another threat. The already used employees may be averse to the new EIS, especially when they are not trained on how to make use of it. Information overload is also a possibility. A real-time system will provide the managers with large quantities of data (Chong et al., 2018). This can easily lead to information overload, where the managers will be bombarded with information and fail to focus on the most appropriate information without a well-designed system. Mitchum should make sure that the system is customized to the needs of each division and offers only the data that is relevant (Ţole, 2016). Finally, data quality is a concern. An EIS depends on the quality and reliability of data that is keyed into the system.

Although it has its risks, the advantages of the EIS are more than the disadvantages. It will improve decision-making, coordination, and resource allocation, which will help the organization in its strategic goals. Mitchum ought to ensure that the system is planned well in advance and that the system has good training, data governance, and system design that will assist in mitigating the risks. When properly managed, the EIS would greatly improve the performance management and overall functioning of Mitchum.

Indorex Footwear Limited
Indorex Footwear Limited is a medium-sized shoe designer and retailer based in London, which was started by Ms. Jill Joyce in 2010. The business started as a sole proprietorship and became a limited liability company in 2014. It offers high-end quality shoes, sandals, boots, and accessories to the middle and upper-end consumers. The only employee who has a direct report is Jill Joyce. By 2025, the organization will have grown to 25 employees but faces problems regarding cost management, performance in the market, and growth strategies.

Growth crisis facing the brand and the company 
A mix of external and internal factors has been causing Indorex Footwear to experience a growth crisis. The company turnover has been on an upward trend until 2022, when in 2023 and 2024, it worsened. The trends in the income statement of the company are the following:
Turnover: £1,400,000 in 2021, £1,750,000 in 2022, and a sharp drop to £600,000 in 2024.
Gross Profit: £700,000 in 2021, £820,000 in 2022, but declining to £320,000 in 2024.
Such a decrease in the turnover signifies a variety of challenges, mostly external. The subsequent (Christopher, 2016) Brexit vote and the Covid-19 pandemic resulted in a decrease in the number of European customers, which impacted sales greatly, particularly in countries such as Belgium, the Netherlands, and France. The loss of the pound sterling to the euro has also deteriorated the sales of the company in Europe, which has lowered its total income (Coller et al., 2018). In 2015, as well, Uzbek cotton imports were prohibited due to human rights violations, which made Indorex import more expensive raw materials. This has greatly lowered the gross profit margin of the company. New suppliers of the company had to be discovered in such countries as Vietnam, Thailand, and Benin, which led to the rise of material costs. But the benefit of lower prices in Uzbekistan has been lost. 

Profitability and Decreased Profit Margins.
Profit before tax, Indorex also has a worrying trend in the profit before tax. In 2021, the company made £300,000 in profit before tax, which increased to £372,000 in 2022. However, by 2024, it had fallen to a loss of £175,000. The operating expenses of the company have also been high, and in 2024, operating expenses were 495,000, further reducing the profitability. In 2022, the cost of sales was higher, with £930,000 against £700,000 in 2021, and this reflects the high cost of raw materials. In the balance sheet of the company, the net assets of the company have decreased to £825,000 in 2024 from 2022, which, in turn, favors the financial pressure. The working capital also declined in 2023 to the lowest possible minimum of £45,000 in 2024, which shows that the company is experiencing problems when it comes to liquidity, which could be affecting the short-term financial obligations of the company (van den Berg et all, 2018). This loss of working capital and net assets is an indication of a possible financial crisis.

Structural and Strategic Problems in the interior.
The other crucial issue is the flat span of control at Indorex. It is a centralized company, and all decisions are made by Ms. Jill Joyce, who is the only owner of the company. This may result in bottlenecks in decision-making as the business expands, particularly when the business has to respond promptly to fluctuating market conditions (Adamova et al., 2020). There is also a lack of delegation, and that could hinder scaling and coping with the challenges in the firm. As the business expands, it is more necessary to have a more powerful management and delegation. Also, Indorex has been left at a crossroads. The company will have to make a decision on whether it is worth retaining its luxury brand strategy or changing to penetration pricing in an attempt to gain more customers and market share (McMillan and Overall, 2016). The fact that competition in the footwear sector is even more vigorous and the need to introduce new product lines.

New Market and Diversification.
The company has been looking into the prospective growth opportunities as well as venturing into new markets such as luxury footwear and handbags. A joint venture with Routledge Holdings Ltd is one of the options whereby it would source exotic materials such as snake skin to make footwear (Miller and Yang, 2016). This may lead to new markets in China, the USA, and the Middle East, but needs to be well managed and business process reengineered to have a seamless integration with the existing operation (Lysek, 2019). These expansion plans, however, have their problems. The existing operational design used by Indorex might not be flexible enough to cope with the extra complexity of the new product lines and markets. The company should have a business process reengineering (BPR) initiative to make operations lean, minimize inefficiencies, and be ready to grow in the future.

The external forces, like Brexit, pandemic, and Uzbek cotton ban, and internal structural issues and strategic uncertainty, are the primary causes of the crisis of growth of Indorex. The company is also grappling with increasing costs and falling profitability. To resolve this crisis, Indorex needs to think critically about its pricing strategy, organisational structure change, and other strategic moves regarding diversification and expansion. 

Quantitative and Qualitative Performance Using the Balanced Scorecard
Balanced Scorecard (BSC) is a strategic management tool that helps a business analyze its performance in four perspectives: financial, customer, internal business processes, and learning and growth (Norreklit, 2000). Indorex Footwear Limited is grappling with profitability and growth, and it is thus imperative to consider its performance in these four perspectives. 
Financial Perspective
The financial perspective is applied to ascertain the level of performance that the company is performing well financially and whether it is meeting its financial objectives, such as profitability, increased revenue, and cost reduction (Heizer et al., 2023). According to the Income Statement of Indorex, it will be able to analyze the most important metrics. The turnover and gross profit of Indorex have been varying within the last couple of years.

Turnover and Profitability
Turnover: £1,400,000 in 2021, £1,750,000 in 2022, £1,455,000 in 2023, and £600,000 in 2024.
Gross Profit: £700,000 in 2021, £820,000 in 2022, £600,000 in 2023, and £320,000 in 2024.
The gross profit and turnover decline in 2024 are significant, and they show the effect of external events like the Covid-19 pandemic, Brexit, and the decline of the pound against the euro (Fosso, 2020). These have influenced the sales in Europe and particularly in the Rest of Europe region, which has been the biggest source of revenue to Indorex.

Profit Before Tax (PBT) and Profit After Tax (PAT).
Indorex has been experiencing low profitability:
Profit Before Tax: £300,000 in 2021, £372,000 in 2022, £105,000 in 2023, and a loss of £175,000 in 2024.
Profit After Tax: £243,000 in 2021, £301,000 in 2022, £86,000 in 2023, and a loss of £160,000 in 2024.
The negative profit in 2024 indicates a severe financial issue in the company. The decline in profitability is an immediate result of the decline in sales, rise in the cost of sourcing raw materials, and high operating expenses.

Working and Liquidity.
The Indorex working capital has been put to the test:
Working Capital: £145,000 in 2021, £195,000 in 2022, £206,000 in 2023, and £82,000 in 2024 (projected).
The decline in the working capital in 2024 would imply that Indorex might be facing liquidity problems and, hence, it might find it hard to meet the short-term financial obligations (Epstein et al., 2018). This implies that the firm may need to improve its cash flow management and inventory management to the extent that it becomes efficient enough to operate without being stressed financially.

Customer Perspective
The customer perspective is focused on customer satisfaction, customer loyalty, and market share (Kaplan and Norton, 2020). Indorex uses customer satisfaction, traffic on its website, and its sales conversion rates to measure its customer performance. The customer satisfaction survey conducted by Indorex reveals that, over the years, the levels have improved:
Customer Satisfaction: 69% in 2021, 72% in 2022, and 82% in 2023.
This improvement indicates that customers are increasingly happy with Indorex's products and services (Hill and Brierley, 2017). This growth in customer satisfaction is an encouraging factor as it demonstrates that the company is coping with its customer relationships despite the market challenges. The hits and conversion rates of the Indorex website are also important indicators of customer engagement:
Website Hits: 5,000 in 2021, 6,000 in 2022, and 7,000 in 2023.
Conversion Rate: 10% in 2021, 15% in 2022, and 18% in 2023.
Increased traffic and the rate of conversion of the websites mean that the customers are learning more and more about Indorex online and placing orders (Drury and Tayles, 2022). It implies that digital marketing is already fruitful, and e-commerce is proving to be a strong sales channel for the company.

Internal Business Process Perspective
Internal business process is about how effective the internal operations of the company (Hasan and Chyi, 2017). It examines major processes, efficiency, and quality control. Indorex has enhanced its internal processes:
Error Rate: 111% in 2021, 9% in 2022, and 4% in 2023.
Job Completion Time: 14 days in 2021, 10 days in 2022, and 7 days in 2023.
The fact that the number of errors and time taken to complete a job is reduced is an indication that the company has been striving towards efficient operations (Khalid and Nawab, 2018). More efficient production processes and the improvement of the quality control are likely to be the reasons for this improvement. Employee retention at Indorex is also a good indicator of its internal processes:
Employee Retention: 82% in 2021, 85% in 2022, and 89% in 2023.
High retention rates show that the workers are satisfied with the work, and it can lead to productivity and reduce turnover costs (Rakhra, 2018). The retention growth is a pointer that the company has enhanced its internal culture and is making investments in its workforce.

Learning and Growth Perspective
The learning and growth perspective is concerned with the development of employees, innovation, and improvement of skills (Kumar et al., 2023). Indorex has been making advancements in training its employees:
CPDs per Employee: 5 in 2021, 9 in 2022, and 12 in 2023.
Number of Employees: 14 in 2021, 16 in 2022, and 23 in 2023.
When CPD increases, it indicates that Indorex is investing in employee training, which may result in an increase in employee performance and innovation in processes and products. Employee development is an indicator of the potential of the company to grow and develop its employees (Mikula et al., 2020). The increase in the labor force shows that Indorex is increasing its operations and investing in the skills required to sustain the growth.
The Balanced Scorecard gives a broad perspective of the performance of Indorex in four aspects (Dogan, 2017). Despite the massive financial issues that the company is facing, as observed by declining profitability and working capital issues, it is improving in customer satisfaction and internal operation areas. Employee development and operational effectiveness are the two areas that are assisting the company to stay competitive even in the wake of external market forces (Islam et al., 2019). Indorex needs to continue investing in enhancing its financial performance and capitalize on its strong performance in customer relationships and internal process change.

The Need for Business Process Reengineering
Indorex Footwear Limited is experiencing major threats that jeopardize its growth. Business process reengineering (BPR) is needed to overcome these problems (Hnylianska, 2022). BPR is the re-engineering of the core business processes to improve productivity, quality, and customer satisfaction. 

Financial Struggles and Cost Management
Indorex is facing deteriorating financial performance as the costs and sales are on the rise. Its turnover decreased from £1.75 million in 2022 to only £600,000 in 2024, and the gross profits also decreased a lot. One of the largest causes of this decrease is the higher price of raw materials. In 2015, the EU banned its Uzbek suppliers and compelled Indorex to find alternative suppliers in Vietnam, Thailand, and Benin whose prices were higher (Anton and Nucu, 2020). This has increased the cost of materials; thus, the profit margins have been tight. The working capital of the company has been pulled down, declining as of 2024 to 2022, which is £195,000 to £45,000. This means that Indorex will not be able to settle its short-term financial commitments, which will impact its liquidity. To address this, the company needs to simplify its cost management, particularly in its supply chain and inventory management. 

Inefficient Supply Chain and Inventory Management
The supply chain and inventory management at Indorex are two areas that are in dire need of reengineering. At the moment, the company is taking raw materials in Japan, which has a 30-day credit with long lead times (60 days) (Mohamed, 2024). This slowness in the speed at which the goods reach the company effects the effectiveness of the company to respond quickly to the demand of its customers and increases the Cost of carrying Inventory. Also, the company has a disjointed inventory management system, and the company continues to control stock manually (Damini, 2023). This results in stockouts or overstocking, and this impacts cash flow and customer satisfaction. Through BPR, Indorex will be able to reduce the lead times, decrease the material costs, and optimize inventory (Guo et al., 2024). To give an example, it can reduce the material cost by half and deliver faster if it switches to other suppliers, like Thailand or Vietnam. This would help Indorex become more effective in the supply chain, reduce costs, and satisfy consumer needs in a more efficient manner.

Pricing Strategy and Market Competitiveness
Indorex is at a crossroads and needs to make a decision on whether to maintain the luxury pricing strategy or change to a penetration pricing strategy (Toni et al., 2017). The luxury pricing strategy has resulted in a low market share, particularly with an increase in competition. In the meantime, a penetration pricing strategy may assist the company in gaining more customers and retaining market share (Miahkykh et al., 2019). In support of this change in pricing, Indorex will need to reengineer its cost structures. Cutting down on prices without affecting the profit margins will entail significant improvements in operational efficiency. By simplifying processes and reducing costs, Indorex can reduce the overall cost base and therefore will be able to accommodate penetration pricing (Tahat, 2023). In this process, BPR will play a pivotal role since it will enable Indorex to cut its production costs, enhance its internal operations, and stay competitive in the market.

Organizational Structure and Decision-Making
The current flat organization structure in Indorex, whereby all employees report to Ms. Jill Joyce, cannot sustain in a growing organization. This has enabled the company to directly operate with just 25 employees, but has led to bottlenecks in the decision-making process as the business is still expanding. Ms. Jill Joyce, as the sole decision-maker, is overwhelmed with the need to take care of all aspects of the business (Joseph and Gaba, 2020). To tackle this, Indorex should outsource functions and enhance the effectiveness of decision-making. BPR may assist in the redesign process of the organization's structure to decentralize decision-making power to middle managers and have more specialized roles (Grant, 2021). A more hierarchical/matrix organization would allow the corporation to respond to the market changes in a much quicker way, improve the leadership, and ensure that all the departments are working towards attaining the same goals. 

To assist Indorex to come out of the current crisis of growth, Business process reengineering is necessary. It can be used to improve customer satisfaction, streamline operations, and reduce costs. By reengineering its processes, Indorex will be able to create a more efficient, agile, and competitive business model, which will ensure long-term success.

Conclusion
The challenges facing Indorex Footwear Limited and Mitchum Fabrication are different, but the two companies must strive to enhance their operations internally, alter their strategies, and adopt performance management systems to ensure sustainability in their respective industries. Mitchum Fabrication is facing issues relating to divisional performance management, and the existing performance measures of ROI and Residual Income (RI) are not exactly in line with the company's objective. The company needs to shift to more holistic methods, such as Economic Value Added (EVA), in order to be in a position to assess divisions' contributions. Also, the transfer pricing practices used by Mitchum should be re-evaluated to be fair and in line with the company's goals. Additionally, an implementation of an Executive Information System (EIS) would help in interdivisional decision-making and coordination, leading to a more efficient performance.
On the other hand, Indorex Footwear is in a growth crisis because of declining sales, rising costs, inefficiency in the supply chain, and price strategy. The company needs a penetration pricing strategy to remain competitive, but it needs to re-engineer its business processes to streamline its business, reduce costs, and increase profitability. The Indorex organizational structure needs to be adjusted as well to allow it to delegate decision-making and promote growth in leadership. In addition, training of employees, customer satisfaction, and e-commerce enhancements should also be given attention, which will help Indorex to regain market share. The two companies need to use business process reengineering (BPR) to deal with internal inefficiencies and align their strategies with their objectives. By improving the operational efficiencies, pricing strategies, and reengineering of core business processes, Mitchum and Indorex can rise out of their present predicament and be assured of success in the future.
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	Measure
	Formula
	M/S Division (£m)
	Service Division (£m)

	Operating Profit
	Given
	361.00
	4.00

	Capital Employed
	Given
	1292.00
	37.00

	Cost of Capital
	Given
	8%
	8%

	Tax Rate
	Given
	30%
	30%

	ROI
	Operating Profit / Capital Employed × 100
	27.94%
	10.81%

	Capital Charge
	Capital Employed × 8%
	103.36
	2.96

	Residual Income (RI)
	Operating Profit - Capital Charge
	257.64
	1.04

	NOPAT
	Operating Profit × (1 - Tax Rate)
	252.70
	2.80

	Basic EVA
	NOPAT - Capital Charge
	149.34
	-0.16

	Head Office Costs
	Given
	85.00
	1.00

	Profit Before Tax
	Given
	276.00
	3.00



[bookmark: _Toc227000469]Appendix:  Part 2 Indorex Footwear Limited

	Measure
	2021
	2022
	2023
	2024 (projected)

	Turnover (£000)
	1,400
	1,750
	1,455
	600

	Gross Profit (£000)
	700
	820
	600
	320

	Profit Before Tax (£000)
	300
	372
	105
	-175

	Customer Satisfaction (%)
	69
	72
	82
	N/A

	Website Hits
	5,000
	6,000
	7,000
	N/A

	Conversion Rate (%)
	10
	15
	18
	N/A

	Error Rate (%)
	111
	9
	4
	N/A

	Job Completion Time (days)
	14
	10
	7
	N/A

	Employee Retention (%)
	82
	85
	89
	N/A

	CPDs per Employee
	5
	9
	12
	N/A

	Employees
	14
	16
	23
	N/A
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