
ENTERPRISE PERFORMANCE MANAGEMENT
Evaluation of Enterprise Performance Cases


Executive Summary
In general, the purpose of this report is to analyze the Troy Land's financial performance and develop a recommendation for the management of the company. The report is divided into four parts, in which the first part mainly focuses on Troyland's background, the second part mainly describes Troyland's Environmental Policy, Troyland Overall Product Structure and Troyland Strategic Direction to 2022. In addition, the third part points out that in order to improve its efficiency, in order to realize sustainable growth, Troy Land has to implement more efficient business processes and establish a more effective production process structure. The final part contains the conclusion and recommendations. Troy Land One-Stop Shop, is a multi-functional company that has factories in various countries, sales and export offices in over 30 countries around the world, and a business network of over 30,000 dealers.
Troy Land provides complete footwear products: brand name for its customers' exclusive brands and models, accessories such as shoe bags and shoe boxes, technical services such as instructions for customizing shoes, shoe box decoration and design of shoemaking accessories. Troy Land also provides its customers with a full range of business accessories. The foundation of Troy Land's global sales strategy is to be the leader in the footwear industry; it has developed an extensive international distribution network and an advanced information system. It plays a leading role in the development of footwear, providing a complete set of products, accessories and technical services; it also provides its customers with marketing support and service. And at present, Great Wall Shoes Co., Ltd as the main brand for Troy Land's international sales, has been rapidly expanding its business channels through global joint-venture partnerships with more than 30 partners around the world, which covers all aspects of its foreign trade.
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Introduction
The architecture of an enterprise is a design that consists of a defined structure of subsystems, components, and interfaces with the overall goal to support efficient operations for its customers. It also includes the processes that link these systems together to deliver services or products to customers. The purpose of this report is to document the performance management framework for Troy Brands and Portal Fabrication PLC. In this report we will provide an overview of the framework, define the major components, describe the input and output data collected by the framework, and finally present performance results.
The performance management framework of Troy Brands and Portal Fabrication PLC is composed of personnel systems such as employee records, HR (human resources) system, payroll system, payroll reports and financial reports. Next are the IT system (e.g., ERP (enterprise resource planning system), resource allocation systems such as Job Costing System for business units that manages work in progress and production targets for internal processes. Also included is a product quality control process that maintains quality standards for products produced for customers.
Main Findings
Enterprise performance management is the monitoring, measurement and communication of information, which is used to optimize an organization. In this report we have collected performance indicators with respect to various factors including but not limited to staff performance, financial performance and production/accountability.
Analysis for the staff performance was conducted for a two-year period from 2018–2021, for the period 2018–2019 and 2019–2020, respectively. The staff performance was measured based on the number of collaborators (collaborators), the number of issues reported per collaborator and average response time. The collaboration activity includes communication with other team members with regard to topics from different departments in order to coordinate efforts to help savings and achieve better results for customers. Results obtained show that the collaboration activity is improved as compared to 2017, but is still unacceptable as more issues need to be addressed per collaborator instead of fewer issues per collaborator.
Task 1 – Portal Fabrication PLC
1. Company performance evaluation
ROI reflects the profitability of capital, eliminates incomparable factors such as the difference in net income caused by different investment amounts, is conducive to judging the business performance of each enterprise, and ROI allows investors to continuously pursue higher investment returns, and can become more rational when looking for investment opportunities, making investment decisions and performance evaluation(Ding et al, 2008, p.55). However, ROI is easy to cause investors' short-sighted tendencies and conflicts between departmental interests and corporate interests, which is not conducive to the improvement of enterprise value(Qian, 2007, p.79). 
ROI(M/S)= Profit before tax / Capital employed
ROI(M/S)= 301/1294=23.26%
ROI(Service)= 5/38=13.16%
The ROI of the M/S sector is calculated to be 23.26% and the ROI of the Service segment is 13.16%, indicating that from the perspective of ROI, the economic return of the company from the investment in the manufacturing/sales business is greater than that of the service business, and the performance of the manufacturing/sales department is better than the performance of the service sector.
RI refers to the profit obtained from the investment, the balance after deducting the investment income calculated at the specified (or expected) minimum rate of return on its investment amount (or net asset occupancy), that is, the balance after deducting the cost of capital from the profit obtained by the enterprise after the investment, is the part of a division's operating profit exceeding its expected minimum return(Yang et al, 2001, p.21). The basic requirement of using RI as the department's business performance evaluation index is that as long as RI is greater than the expected minimum rate of return, the investment is feasible, which avoids the defect of ROI, and enables each department to optimize the capital structure and rationally use funds while doing everything possible to increase returns(Pan et al, 2007, 59). 
RI = Profit before tax - (Capital employed x Notional cost of capital)
RI (M/S)= 301-1294*9%=301-116.46=£184.54m
RI (Service)= 5.0-38*9%=5-3.42=£1.58m
The RI of the M/S department is 184.54 and the RI of the service department is 1.58, indicating that from the RI perspective, the RI of the company's manufacturing/sales department and service department can bring positive economic benefits to the company, which is conducive to improving the performance of the department.
EVA= NOPAT-（WACC*TC）
EVA (M/S)= £131.63m
EVA (Service)= £0.34m
The EVA of the M/S department is £ 131.63m, while the EVA of the service department is £ 0.34m, indicating that from the perspective of EVA, the economic added value of the company's manufacturing/sales department and service department can bring positive economic benefits to the company. However, the comparison of the two values shows that the M/S department can create more performance and profits for the company.
2. Discussion on proposed performance standards for measuring department performance
The Company intends to align EVA with the Company's mission by using EVA as a segment performance measure. EVA is the value added by the enterprise during the performance evaluation period, which is the balance of the net operating profit minus the cost of capital(Lu, 2012, p.107). Cost of capital inequality takes into account the cost of debt capital, but also takes into account the cost of equity capital(Wang, 2004, p.97). EVA overcomes the shortcomings of traditional accounting profit as an evaluation measure, and is an economic profit after deducting all capital costs used. When calculating the net operating profit and capital expense after tax, the current financial statements are adjusted and the accounting statements are transformed into "economic book value" statements in order to more accurately reflect the economic value of the enterprise's assets and the economic benefits expected under the assumption of risk, and the economic benefits minus the cost of using the economic value of the assets can reflect the value creation ability of the enterprise(Yang, 2000, p.59). With the change of social and economic conditions, investors pay more and more attention to the value creation ability of enterprises. The financial goal of enterprises has long been changed to maximize the interests of shareholders, therefore, EVA overcomes the shortcomings of traditional evaluation indicators that do not deduct the cost of equity capital, emphasizes the measurement of the value creation ability of enterprises, and uses this as a performance measurement index, so that the performance evaluation results are more reasonable and accurate(Luan, 2016, p.181).
3. The criteria for designing a transfer pricing system
The best criteria for designing a transfer pricing system are the following:
(1) To emphasize business performance, the transfer pricing level must be such that both parties to the transaction have reasonable profit income. 
(2) From a long-term perspective, the distribution of total profits between different business units should be reasonable, and there should not be a large difference between internal trading profits and external transactions for a long time. 
(3) Pay attention to the impact of comprehensive profit and loss on the whole, and the profit arrangement shall be subject to the principle of maximizing the overall interests of the company.
(4) The transfer pricing system should be based on objective criteria and comply with applicable tax laws and regulations to avoid any legal or financial penalties.
4. Evaluate the two methods discussed for calculating the transfer price between the service and M/S divisions
The board can choose an approach that aligns with the company's objectives and provides the best results for M/s and the service sector.
(1) Market price
It is based on the market price of products or services as the basis and basis for transfer pricing of internal transactions between departments, and makes some necessary adjustments as the transfer price, that is, transfer price = export market price - sales costs, advertising costs and sales taxes included in the export price. The use of market base prices for internal transfer is fairer and more reasonable, because the upstream department has a certain profit margin, which can ensure that the department controls costs, motivates it to work hard for more profits of the department, and can also avoid the inefficiency of the upstream department to transfer to other divisions, which is conducive to stimulating the production and operation of each division. 
This approach assumes that there is a perfectly competitive market for intermediate goods and that the decentralized sectors are independent and have autonomous decision-making power. However, in most cases, there is no perfectly competitive market, there is no market price for some unique intermediate products (such as patented products), and because the market for some products is too narrow and specialized, the market price does not have reference value, which limits the use of market prices. In addition, this approach would help corporate headquarters to evaluate the performance of decentralized departments and ensure that the autonomy of decentralized departments would not be undermined by headquarters intervention in pricing.
Under the market price method, a local engineering firm offers warranty repairs quoted for £200 per trip, provided that the company obtains a contract from Portal for all warranty repairs. Therefore, the transfer price is not £200 per repair where eligible
(2) Cost plus
The cost-plus method, also known as the cost-plus method—It is a method that uses the production cost of a controlled trading product and a reasonable gross profit to measure the normal transaction price. By referring to the cost profit margins achieved in comparable uncontrolled transactions, the cost-plus method evaluates whether the price of a controlled transaction is the normal transaction price (Moore 2023). The cost-plus method is typically used in situations involving the manufacture and assembly of products sold to related parties. The core issue in the application of this method is the determination of reasonable gross margins. The cost of the controlled taxpayer producing the product for transfer is multiplied by the cost profit margin, which is a reasonable gross profit. The cost-plus method can be written as follows:
Normal transaction price = cost + cost profit margin * cost
Cost margin = (comparable sales revenue - comparable cost) / comparable cost
At the heart of this approach is the determination of comparable cost margins and the selection of accurate cost data. A reasonable cost profit margin should first be based on the comparable cost profit margin of the transaction between the assessed controlled taxpayer and the non-controlled party. Because the same transaction entity to other transactions of different parties, it is easier to find similar characteristics than transactions between other transaction parties. If there is no such comparable, a reasonable cost margin should be obtained from comparable uncontrolled transactions of other trading entities.
Assuming the expected cost profit margin is 15%, cost-plus = (part cost per repair + labor cost per repair + variable overhead per repair) * (1+15%)= (85+18*4+12*4) * (1+15%)=£235.75
In practice, the cost-plus method is used to determine transfer prices for most transactions other than transfer transactions between related parties when there is no more advanced method for compensation. In general, the comparison between the market pricing and cost pricing calculations is different in terms of the calculation method and calculation results, so that the cost-plus method can be more precise in compensation. However, the transfer of internal transactions between departments should not be determined by short-term variations in price; instead, these transactions must reflect a long-term relationship of cooperation and should be based on a certain level of operational standard.
5. The potential impact of the new execution information system on performance management.
The use of the new implementation information system can provide supervision and management functions for the performance system of the enterprise, and generally implement three-dimensional management of the performance system of the enterprise based on decision-making principles, business principles, management principles, etc. Among them, the decision-making principle is to supervise and review the development strategy formulated by the shareholders of Portal, and control the implementation of each link, so as to construct the scope supervision of the enterprise's business, organization and employees, and at the same time, under the approval of the benchmark, it can also standardize the development behavior of all links of the enterprise, so as to provide sustainable development guarantee for Portal; The management principle is to divide the functions of each institutional department between the enterprise as a whole, so that the data and information generated in the operation of each department are checked with the performance indicators to ensure that the department completes the task within the planning of the operation of the enterprise; The implementation principle of the enterprise is to feedback the data information generated by the organization or employees, and form the benchmark of the performance system, provide the benchmark for other principle systems within the management, and ensure the accurate transmission of data information between various modules within the enterprise. The introduction of the new implementation information system can also support the various operational links, using performance indicators as the approved benchmark to transmit data information and various reports. Convey relevant information for strategic layout to ensure the integrity of other module system construction, and then provide operational guarantee for the performance system of the enterprise.
Task 2 – Troy Brands
1. The growth crisis facing the Troyland brand and the company
(1) Increased procurement costs
Strategic cost management refers to how to use strategic cost information to make strategic choices and how to organize cost management under different strategic choices, and the implementation of strategic cost management is to put cost management in the broad space of strategic management, analyze the cost behavior and cost structure of enterprises and their affiliates from a strategic height, and provide information services for strategic management (Sun, 2002, p.17). The idea of strategic cost management can be summarized as follows: First, the purpose of implementing strategic cost management is not only to reduce costs, but more importantly, to establish and maintain the long-term competitive advantage of the industry: second, strategic cost management is all-round, multi-angle and breakthrough cost management of a single enterprise itself: Third, strategic cost management focuses on cost avoidance, based on prevention, and macro control of the source of costs. Strategic cost management has the following attributes: environmental or market orientation, focus on competitors, long-term future-oriented orientation (Du, 2007, p.67). Strategic cost management is a new type of cost management mode that combines comprehensiveness and forward-looking, which is the product of the integration of cost management and strategic management, and is an adaptive change made by traditional cost management to changes in the competitive environment, which is an inevitable trend in the development of contemporary cost management (Geng, 2019, p.37).
For Troyland Footwear Limited, the EU banned the import of raw materials from the Asian Republic of Uzbekistan, which greatly reduced the company's gross profit margin, but also may reduce the competitive advantage of the company's brand, the company is facing a cost management crisis, and needs to make corresponding changes based on the current situation.
 (2) Sales decreased significantly
Management control in theoretical research, with the change of the environment, has experienced countless theoretical innovations. Different schools and experts have different views on the meaning of management control: Anthony believes that management control refers to the process by which managers achieve organizational strategy by influencing other members of the organization. Therefore, the purpose of management control is to achieve the goals of the organization by implementing the organization's strategy through management control (Anthony, 1998, p.9). Eisenhardt et al. believe that the entire organization can be controlled as a whole, and management control should include two aspects - strategic control and operational control (Eisenhardt, 1989, p. 16). According to Merchant et al., a management control system can include all the work that helps managers to ensure that organizational strategies and plans are executed (Merchant, 2004, p. 17). If a management control system is effectively designed, it can influence the behavior of the members of the organization so that their actions automatically move closer to the desired goals of the organization, thereby increasing the likelihood that the organization's goals will be achieved.
Troyland's sales have been declining since 2019. While the COVID-19 pandemic in 2020 may have taken a toll on the company's performance, projected sales for 2021 also declined significantly. This indicates that the decline in the company's performance may continue, the reason is that the company's diversified management ability is poor, on the one hand, the important customer groups are only sold through online shopping, on the other hand, the company's product types are less than companies in the same industry, can not provide better attractiveness, according to the management control theory, the company should carry out strategic control and operation control of the business direction, timely adjust the strategic direction.
 (3) Employee retention still needs to be improved
Strategic performance management is guided by corporate strategy, incorporating all links in the value chain such as product technology research and development, design, production and sales into the assessment system, and using certain methods to supervise, control and evaluate its implementation process and results, supplemented by corresponding incentive mechanisms (Zhen, 2023, 159). Strategic performance management is an important factor in the implementation of enterprise strategy, which emphasizes the linkage between performance evaluation and strategic planning. In the complex market environment, only by identifying the positioning of the industry, formulating corresponding strategic objectives, establishing a matching performance management system, passing on corporate goals and strategic ideas layer by layer through scientific and reasonable evaluation, so that performance management is always compatible with the development strategy of enterprises, and then effectively allocating resources, can we maintain more lasting core competitiveness and maintain the competitive position in the industry (Zhang, 2021, 96). As one of the tools of strategic performance management, the Balanced Scorecard uses multiple indicators to evaluate enterprise performance from different levels and dimensions, integrate corporate strategic goals and short-term performance goals, and then align enterprise development with the current situation (Chen, 2021, p.89).
Although the retention rate of the company's employees has continued to increase and reach 89% in recent years, the turnover rate is still high, indicating that the company's overall performance level still needs to be improved, and the lack of a reasonable performance evaluation incentive mechanism affects the company's talent attraction and retention, and affects the company's performance. According to the theory of strategic performance management, the company should establish a linkage mechanism between performance evaluation and strategic planning, and establish a reasonable performance appraisal mechanism.
2. Qualitative performance
The Balanced Scorecard is based on four key aspects: (1) A global perspective (2) Key result indicators (3) Balanced Scorecard implementation (4) The process of Balanced Scorecard implementation.
The implementation process focuses on the fact that it is a kind of performance measurement tool, which is a complement to existing management systems, and is not a substitute for such. (McHugh et al. 2013, p.17)
The process of implementing the Balanced Scorecard is relatively simple. The process comprises the following steps:(1) Developing a vision (2) Defining the strategy for the business (3) Designing the key result indicators (4) Correcting the performance gaps (5) The responsibility for the Balanced Scorecard implementation (6) Supporting findings from the results.
These steps are the process through which the Balanced Scorecard method is implemented in the Troyland bank's business. The process used to implement the Balanced Scorecard method provides the performance indicators that can be used to identify gaps that exist between the company's current performance and its vision. This will clarify the issues that need to be examined with greater focus. Vague or unclear goals will be unable to indicate areas with respect to change issues within a company and thus, there may be no improvement made in the way the company currently operates. Practical or pragmatic issues can be addressed with the Balanced Scorecard method. For example, in the balance sheet, a company's assets, liabilities and equity will always be reflected and there will not be a significant change in the business. However, some current assets may have a different value than expected due to the implementation of the most recent internal auditing policy.
The performance, both qualitative and quantitative of Troyland based on this balanced Scorecard method shows the financial performance of Troyland. The financial performance of Troyland is as follows:
	Objectives	Goals/Aims	Indicators	Initiatives
Financial Perspective	Increase sales and lower costs	20% increase in net sales and 10% decline in operating costs	Financial Statements	Negotiate with suppliers
Customer Perspective	To act as reference for a various shoe products/brand	Raise new brands launching every quarter by 20%	Number of new brands launched per quarter	Develop innovation and development committee
Internal Process Perspective	To be capable to make new brands constantly	Begin at least five new brands development project every month	Project innovation reports	Get specific software for managing product development
Competency and Growth Perspective	To own extremely competent staff in brands development	Contain at least 3 professionals with master’s degrees in brands development	Number of brands development professionals with master’s degrees	Pick an employee to get masters training and hire one with a masters or doctorate degree

3. Quantitative performance
We may talk about the following characteristics of the company's success based on the financial data in Appendix 3:
(1) Profitability Ratios
Index	2018	2019	2020
Operating Profit Margin	21.43%	21.26%	7.22%
Gross Profit Margin	50.00%	46.86%	41.24%
Net Profit Margin	17.36%	17.20%	5.91%
Return on Equity	28.76%	30.87%	8.73%

The company's overall profitability is showing a downward trend, and in the future, the company should pay attention to the cost management of procurement, and improve the company's profitability through strategic management such as diversified operation. 
(2) Solvency Ratio
Index	2018	2019	2020
Current Ratio	1.79	1.99	2.19

The company's current ratio has increased year by year, indicating that the company has sufficient liquidity to repay current liabilities, indicating that the company's operating conditions are relatively good, but there may be situations where liquidity is not fully utilized. 
4. The necessity of reengineering business processes
Enterprise process reengineering (BPR) is a fundamental rethinking and thorough redesign of an enterprise's business processes, with the aim of achieving significant improvements in cost, quality, service and speed, so that enterprises can adapt to the modern business environment characterized by customers, competition and change to the greatest extent(Wang et al, 2002, p.55). "BPR focuses on the business processes of the enterprise, and all the "reengineering" work revolves around the business process. A "business process" is a set of interrelated activities that collectively create value for customers (Hu et al, 2002, p.17).
The reason for reengineering business processes in Troyland company is to improve the efficiency of the company's operations, improve its competitive advantage, and further develop a high-quality brand. For example, Troyland company's business processes are too complex and inefficient, which has resulted in poor profitability and market growth (Teplova et al., 2022). Therefore, it is necessary to streamline and restructure the company's business system by implementing a four-step process that will enable them to achieve significant improvements in their efficiency.
(1) Product quality improvement
First, the company should realize that product quality is the key to their competitiveness and the main product for their development; it will also improve their market share. The company should focus on improving product quality and enhancing brand awareness. They should consider new approaches in developing and marketing products.
Second, to improve product quality they need a more efficient distribution channel, which will enable them to better control and manage inventory; they should adopt a more systematic approach to enhance its distribution network and strengthen its sales efficiency.
Third, they should improve the information system so as to make it more effective in providing updated information to distributors, thereby reducing their operating costs.
Fourth, they should restructure the management of their R&D projects by expanding their investment in research and development; this will enable them to improve their product quality and brand recognition.
Finally, the company needs to strengthen its overall marketing strategy by increasing product research and development as well as improving its market penetration. This strategy will help to improve the company's brand image through a better understanding of customer needs, which will further enhance sales value.
(2) Establish an effective production process
To achieve long-term growth, Troyland has to develop a more effective production process structure; this will enable it to reduce costs, increase efficiency and improve delivery time. To improve their production process, the company should improve the quality of its raw material and implement a lean production structure. They should also form a strategic partnership with a reliable and qualified supplier. In order to realize rapid growth, the company requires an efficient distribution system; this will provide them with better control over inventory, which can be reduced to lower their operating costs. To improve delivery time, they need excellent customer service support; this will reduce their operating costs and increase customer satisfaction.  Finally, Troyland has a unique product line that will enable it to strengthen its brand image in the market; they need to take measures that will allow them to develop an effective marketing strategy.
(3) Improve the company's human resource management
Troyland can achieve significant improvements in the performance of its employees by implementing a more effective human resource management system. This will improve the company's productivity and efficiency; it will also make their manufacturing process more flexible and enable them to respond quickly to changes in customer needs. To achieve these objectives, Troyland should streamline its overall organization structure and adopt a performance-based reward scheme for its employees. It should also strengthen its employee training program by increasing the number of training modules, which will improve employees' knowledge, improve their working efficiency, and develop their technical skills.
(4) Improve production efficiency
Troyland has to improve the company's production efficiency by taking into consideration new management techniques; this will enable them to reduce costs, improve production quality and reduce delivery time. Therefore, they should adopt lean management principles in order to identify the bottlenecks in their operations and take bold measures to eliminate them. They should also enhance their information system and adopt a distributed network structure so as to control various aspects of the manufacturing process more efficiently; this will enable them to raise product quality and reduce delivery time.
Conclusion
Troy footwear brands have been reaching a wider range of customers. The company has encountered a number of challenges, but it has also achieved some successes in the market, however, it is still far from sufficient market share and profitability. To realize significant growth in the future, Troyland should implement more efficient business processes and establishing an effective production process structure; this will enable them to improve their efficiency, product quality and delivery time. To improve its efficiency, they need to restructure its business practices by adopting new management techniques such as lean management principles in order to identify the bottlenecks in their products and take bold measures to eliminate them. In addition, the company should strengthen its human resource management system by focusing on employee training and rewarding performance. As a result, Troyland will achieve greater success in the footwear industry.
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Gross Profit Margin:
2018:(700/1400) *100%=50.00%
2019: (820/1750) *100%=46.86%
2020: (600/1455) *100%=41.24%
Operating Profit Margin:
2018: (300 / 1,400) * 100% = 21.43%
2019: (372 / 1,750) * 100% = 21.26%
2020: (105 / 1,455) * 100% = 7.22%
Net Profit Margin:
2018: 243,000 / 1,400,000 = 17.36%
2019: 301,000 / 1,750,000 = 17.20%
2020: 86,000 / 1,455,000 = 5.91%
ROE:
2018: (243 / 845) * 100% = 28.76%
2019: (301 / 975) * 100% = 30.87%
2020: (86 / 985) * 100% = 8.73%
Current Ratio:
2018: 328 / 183 = 1.79
2019: 392 / 197 = 1.99
2020: 377 / 172 = 2.19
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