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INNOVATIVE TOOLS OF A HOLDING PORTFOLIO
ANALYSIS: POSITIONING MATRIX

Abstract. In the modern holdings, different businesses are at different stages of the life cycle, at different
types of markets, so it is necessary to consider the fact of updating, dying of businesses and to conduct
the reasonable business portfolio restructuring. In other words, it is expedient for the cost of business to
some extent to be protected for the owner. The purpose of this paper is to develop a matrix of portfolio analysis, which can be
used to determine the degree of protection of the holding’s business portfolio from the perspective of competitive position of busi-
nesses in the portfolio.

The author suggested the principle of balanced portfolio that is based at golden section. The definition of the value security level
from the standpoint of competitive position of businesses in the portfolio is given, namely: we assume the cost of business is
secured from the competitive position if the business growth rate is equal to or higher than the market growth rate and market
share remains at the same level or increased over the time. We propose an algorithm for determining the degree of business
portfolio security in terms of its competitiveness. Matrix of positioning is suggested, that allows making decisions regarding the
structure of portfolio from the perspective of secured value for the owner.
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M. I'. lasapeBa

KaHanaaT eKOHOMIYHMX HayK, AOKTOpPaHT Kadyeapu yrnpasniHHA NepCoHannoM Ta eKOHOMIKK rpadlj,

OBH3 «[loHeubKunid HauioHanbHUM TEXHIYHWIA YHIBEpPCUTET», YKpaiHa

IHHOBALIUHI IHCTPYMEHTU NOPT®EJNIbHOIO AHANI3Y XONAUHIY: MATPULIA NO3ULIIOHYBAHHA

AHoTaUiA. Y cTaTTi NnpeacTaBneHo po3pobrieHy aBTOPOM MaTpuyLo NOPTAENLHOro aHanisy, 3a AONOMOro AKOI MOXHa BU-
ABUTW CTYMiHb 3aXULLEHOCTI BidHeC-NopTdenaA XONANHTY 3 NO3MLIA KOHKYPEHTOCNPOMOXXHOCTI 6i3HeCIB, AKi BXOAATb Y MNOPT-
henb. 3anponoHoBaHO anropuTM BU3HAYEHHA CTYMNEeHA 3axmLLeHOCTi 6idHec-nopTdenA 3 No3uLiin Moro KOHKYPEHTOCMPOMOX-
HOCTI, @ TakoXX NpuHUMNM hopMyBaHHA 36anaHcoBaHOro NopTdens, Wo rPyHTYIOTLCA Ha «30MN0Ti nponopuii». CknaaeHo
MaTpULIO NO3ULLIOHYBaHHA, AKA AA€ 3MOry NPUIAMAaTU PILLEHHA 3aN1eXHO Bif, CTPYKTYpY NopTdena 3 MeTOl 3axmLLEeHHA Noro
BapTOCTi.

Kntoyosi cnoBa: xonauHr, 6isHec-nopTdens, 36anaHcoBaHnin NnopTdenb, 3axmilieHa BapTiCTb, MaTpyLUA NO3MLIOHYBaHHA.

M. I'. lasapeBa

KaHOnaoaT 9KOHOMUYeCKUX HayK, OOKTOPaHT K&d)e,ﬂ,pbl ynpasJieHnA nepcoHasnioM 1 3KOHOMUKKU Tpyaa,

MBY3 «[JoHeuKnn HauMoHasnbHbI TEXHUYECKMIA YHUBEpCUTET», YKpanHa

WHHOBALIMOHHBIE MHCTPYMEHTbI MOPT®ENIbHOIO AHAJIU3A XONAUHIA: MATPULA MO3ULIMOHNPOBAHUA
AHHOTauuA. B ctatbe npencrtasneHa paspaboTaHHas aBTOPOM MaTpuua MopTenbHOro aHanmsa, ¢ MOMOLLLIO KOTOPOM
MOXHO OnpefenuTb CTeMNeHb 3alMLLEHHOCTN Bu3Hec-nopTdena XonanHra ¢ no3unumin KOHKYPEHTOCMOCOOGHOCTN BU3HECOB,
BXOAALMX B nopTchensb. [NpeanoxkeH anroputMm onpeaeneHna cTeneHn 3ameHHoCTn busHec-nopTdena ¢ NO3MLMIA ero KoH-
KYPEeHTOCMOCOBHOCTH, a TakXe NPUHLUMMbLI (hopMUpoBaHnA cbanaHCMpPOBaHHOMO NOPTENA, OCHOBaHHbIE HA «30/10TOW Mpo-
nopuun», CocTaBrneHa MaTpuua Nno3nUUoOHNpPOBaHUA, UCMONb30BaHNe KOTOpOI7I NO3BONIUT NPUHUMATL pelleHnA B 3aBUCUMOC-
TW OT CTPYKTYpbl NOPTdENA C Lenbio 0becneyeHna 3amweHHOCTU ero CTOMMOCTH.

KntoueBble cnoBa: xonavHr, 6usHec-noptdens, cbanaHcMpoBaHHbIM NOPTEENb, 3alMLLieHHaa CTOUMOCTb, MaTpuua no3uum-

OHVPOBaHUS.

Introduction. Business owner always has an idea of what
yield he wants to have of his invested capital. It may not always
be determined by a specific rate of yield (desires may be unrea-
listic), but you can determine the level of minimum income
below which the owner may want to sell the business. To
achieve the desired level of profitability in the short and long
term businesses portfolio in holding shall consist of businesses
generating sufficient cash flows and operating in mature or
emerging markets and businesses which currently do not crea-
te value, but are in the emerging markets or themselves can
create a new market that will compensate the lack of cash flow
in the future. To maintain a certain level of risk business portfo-
lio should be diversified. Different businesses are at different
stages of the life cycle, at different types of markets, so it is ne-
cessary to consider the fact of updating, dying of businesses
and to conduct the reasonable business portfolio restructuring.
In other words it is necessary for the cost of business to some
extent to be protected for the owner.

In practice, the optimal combination of all these compo-
nents is very rare. World number of conglomerates, i.e. compa-
nies with the diversified portfolios of businesses, from the mid-
dle of the last century has significantly decreased — many
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corporations have restructured their portfolios in favor of single-
industry specialization. Conglomerates, established on the
post-Soviet territory also begin to think about it (see, e.g.,
R. Fazliakhmetov (2008) [1]). Single-industry specialization
allows attracting funding with the great success and is consi-
dered to improve the manageability of the company, as one
branch is clearer for investors than a conglomerate, but it does
not give a ground for owners to be confident in the degree of
holding value protection. In Ukraine among holdings conglo-
merates are dominating; their occurrence (respectively, the for-
mation of portfolios) was in the 90s of the last century. Next ten
years observed the redistribution of property several times and
only the last few years the owners began a purposeful opti-
mization of their portfolios (but not in favor of specialization).

Analysis of these features allows making the conclusion
about the practical necessity for the modern holding to form the
balanced portfolios for holdings to create value rather than
destroy it.

Brief Literature Review. Basically when it comes to the
security of the business, the majority of experts imply the legal
protection of the assets. There are many researches and prac-
tical developments, allowing to some extent to protect the pro-
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perty and provide the most favorable conditions for the opera-
tion from the standpoint of taxation for holders (see, e.g. S.
Zenkova [2]). As it relates to the legal aspects, we will not deal
with these issues. From an economic point of view the value
protection is spoken for the most part when it comes to the sys-
tem of internal control and risk management. In business prac-
tice, it is fixed in the special regulations (see, for example, Policy
of internal control and risk management of Holding JSC «RAO
Energy System of East» [3]), and protection of property - is the
main principle of operation of such a system.

Theoretical base for the optimal portfolio of businesses was
made by such scientists: H. Ansoff (1977) [4], V. Ashley (1984)
[5], G. Mintzberg, B. Ahlstrand, and Zh. Lampel (2013) [6],
L. Grettton (2003) [7], etc.

To construct the optimal portfolios we use various tools. The
most visible and effective is the matrix of strategic planning.
Most known in practice — is matrix «General Electric» (GE), the
matrix of the Boston Consulting Group (BKG), matrix of
H. Ansoff. All them are aimed at identifying the competitive posi-
tion of businesses and help to make the decisions for the top
managers on issues of the market positioning of the portfolio. In
other words, the matrices are tools that define the relationship
between the holding and the environment and reflect the posi-
tion of holding in the environment.

One of the first matrixes, which were widely spread in prac-
tice, is matrix «share of market growth» or matrix BCG (Boston
Consulting Group). The methodology was based on several
assumptions that make this matrix sufficiently persuasive tool:
«Net income and available funds are the function of market
share... The growth requires the investing of additional funds to
finance additional assets ...High market share has to be earned
or purchased ...None of the commodity markets cannot grow
indefinitely. The returns from the growth have come during the
slowdown; otherwise it is not worth to expect ...» (Mintzberg,
2013) [6, p. 93-94].

The basis of the approach is the statement that the portfo-
lio should include businesses with different growth rates of
sales and different market shares, then it will provide the balan-
ce of the cash flows, i.e. this will create a balanced portfolio.
G. Mintzberg (Mintzberg, 2013) [6, p. 93-96] suggests the inter-
pretation of this approach in terms of the founder of the Boston
Consulting Group of Bruce Henderson. In his view, a balanced
portfolio should consist of «Stars», i.e. businesses that have a
high share on the fast-growing market; of «Cash cows», i.e.
businesses, generating major cash flow (high market share, low
growth potential) and «Iroubled children» (low market share,
high growth potential). Business portfolio does not mention the
proportions of such businesses.

The disadvantages of this matrix can include the main argu-
ment of our discourse: the lack of consideration of the financial
aspects, i.e. in reality on the basis of the matrix it is difficult to
determine, for example, how the cost within the businesses
portfolio is distributed or to what extent the value of the portfo-
lio is protected. Nevertheless, in the area of circle it is possible
to determine the relative importance of business for the holding,
which is determined by the size of assets or income generated.

I. lvashkovskaya (2012; 2004) [9; 10] proposed interesting
developments. The author has developed a special tool —
«Matrix of growth quality», which allows to assess the quality of
growth, which follows from the analysis of the company’s finan-
cial model. The horizontal axis represents the company growth
rate of market value (it is calculated as the geometric mean),
the vertical one represents the sales growth (the average for the
sample of competing companies; also it is defined as the geo-
metric mean). According to the author, this approach makes it
possible to synthesize the financial and strategic approach in a
single tool. However, this tool does not solve the issue of com-
munication of assessments of internal and external environment
to the fullest and cannot guide the owner in respect of protec-
tion of business value.

The purpose of this paper is to develop a matrix of portfo-
lio analysis, which can be used to determine the degree of pro-
tection of business portfolio of holding from the positions of
competitive position of businesses in the portfolio.
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Results. Balanced portfolio in the holding suggests the
optimal combination of yield level (desired by the owner) in the
current and in the long run, given growth rate (for the achieve-
ment of a certain size of the group of companies over a certain
period set by the owner), a certain level of risk and liquidity.

The proposed comprehensive approach to the manage-
ment of a business portfolio that combines the best practices of
concepts of portfolio and strategic investor will be required to
perform the following two conditions:

e portfolio is considered balanced if the proportion of the
golden section in the evaluation of its structure will make
62% : 38%;

e portfolio combines the yield and stability ratio (in this case, the
risk) and the golden section is 62% : 38%.

These two criteria of balance will serve as indicators while
the structuring of the portfolio. The closer the proportions will be
to the golden section, the closer the portfolio will be to the ba-
lance. We chose the golden section as the base, as the golden
section has redundancy and stability that allows the self-orga-
nizing systems to form. Creation of a redundant system involves
the use of the golden section in the structures (business portfo-
lio, organizational, financial, technological, etc.), rather than an
arbitrary number of redundant businesses, facilities, excessive
financial and human resources.

Using of the «golden proportion» in researches and practice
is becoming more widespread. There was observed the discov-
ery of generalized Fibonacci numbers and generalized golden
sections by the Ukrainian scientists I. V. Vitenko, A. P. Stakhov
(2011) [11] which was confirmed by practical researches.
Belarusian scientist E. M. Soroko [12] hypothesized (law of sys-
tems harmony) that this discovery may be fundamental for the
synergetic, study processes in self-organizing systems. «One of
the ways to solve the problem of reliability of modern comput-
ers — is the introduction of redundancy. Numerical system with
an irrational ground based on Fibonacci numbers and the gol-
den proportion has such redundancy (by the way, the classical
numerical system-binary, is a special case of this numeration)
that allows to create trouble-free computers with error-correc-
ting properties» [13]. |. V. Pragnishvili, and A. |. Ivantus [13] ha-
ving studied the competitive markets, found that for the com-
peting processes in the economy the equilibrium point is equal
to the ratio of 62%: 38%. In our case, we will use this propor-
tion as an indicator of the balance of holding business portfolio.

We will consider the cost of business protected from the
standpoint of competitive position, if the rate of growth of the
business is equal or higher than the market growth rate and
market share remains at the same level over time or increases.
To determine the level of the cost security of business portfolio
we use the following algorithm:
® Determine the situation with the competitive condition for

each business in the portfolio as for the current date. Deter-
mine the capacity of the markets, shares of each business in
the markets.

e Compose the forecast of the industry development over the
next five years with the expectation of the capacity of each of
markets of businesses portfolio of holding: calculate given the
anticipated market growth (by expert method). For this study
it is sufficient to determine the growth rate of the industry.

* Make the forecast of competitive position of each of the busi-
nesses in the portfolio: calculate the market share.

e Calculate the value for each of the businesses in the portfolio.

¢ Analyze the businesses according to the competitive position
in the future.

The analysis results are placed in the matrix-positioning.
The vertical axis is positioned market growth rate, and the hori-
zontal — market share. Matrix involves different combinations of
market growth rate and share of a particular company in it.
Designate the growth rate of the market - r,, the growth rate of
the enterprise - r,, market share in the base period - s, and in
the planning - s_ (see Figure 1).

In contrast to the well-known matrix «share growth of the
market», here we compare the growth rates of each of the busi-
nesses with the growth rate of the market (the main trend of the
industry), on which it operates, and the share of each of the
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growth rate/ So >Sp So=Sp So <Sp
market share
B fls 1 2 3
Fm= b 4 5 o
Fm<lp 7 8 9

Iig. 1: Matrix of different combinations of market growth rate
and share of a particular company in it
Source: The author’s own development

businesses in the base period and in planned one. In traditional
matrix «share growth of the market» the relative market share
is defined as the ratio to a strong competitor or three strongest
competitors. In our case, the market share for the company is
compared in two periods those are basic and planned that
allows associating today’s positioning with the strategic objec-
tives of the holding. Diameter of the

value against the doubtful and insecure one we can talk about
the degree of adaptability of the business portfolio in terms of
the competitive position of the business portfolio. The more
value is protected, the more stable business portfolio is.

We show an example of the «Ukrpodshipnik» Corp. using
matrix of positioning according to data of 2007 with a forecast
for up to 5 years till 2012. Results of the analysis and data for
the construction of the matrix are summarized in Table 1.

Build a matrix of positioning (see Figure 2).

Figure 2 shows the distribution of value on quadrants:
84.7% of the portfolio value is protected (55.5% + 28.7% +
0.5%), as located in quadrant 9.9% (5.4% + 3.6%) refers to a
doubtful value (located in quadrants 3 and 5) and 6.3% (3.6%
+ 2.7%) is within the unprotected value zone. Display the distri-
bution of the cost of holding on competitive position (Figure 3).

g::f;? brﬁgif:s: gsr ittr;esf\ll::’:e(ir? 1/3 iﬁatﬁ; Tab. 1: Results of the quantitative valuation of the business portfolio of

total portfolio value so far the combi- «Ukrpodshipnik» Corp. for constructing of matrix of positioning

nations of selected characteristics are Index

possible, when the market growth rate :

is greater, less or equal to the rate of SHEISSSES Marke; BUS‘“eﬁs shglrzr:(:ihe _Ma;ketfhare Cost, thousands

growth of the business. The combina- b ik base period ';et,i:dp(ggg‘;f U.S. dollars

tion of the planned and existing market (2007)

share also suggests three options for Energetic 1 1.2 0.35 0.5 57 989

combinations, so the matrix will con- Salt 1.1 1.1 0.9 0.9 3 894

sist of six quadrants. We propose the Stone processing 1.3 1.4 0.01 0.3 488

following interpretation of businesses Gas 1.1 0.8 0,001 0,001 2 801

positioning in accordance with the pro- Non-ferrous metals 1.2 1.3 0.7 0.76 29 934

posed matrix: Engineering 1.1 1 0.4 0.45 5 629
1. Business is growing slower than Cable 1.5 1.2 0.25 0.1 3 681

the market, and the share will
decrease with time. These are problem
businesses which are most likely to
worth to get rid of.

2. Business is growing slower than the market, the market
share remains unchanged. Businesses, on average, are in
competitive position. To maintain the proportion the additional
investment are required.

3. Business is growing slower than the market, the market
share increases with time. Businesses are in neutral competi-
tive position. To increase the market share the additional
resources are required.

4. Business is growing at the same pace with the market,
the market share decreases with time. Businesses that fall into
this quadrant are relevant to the problem ones, but they have
the ability (in result of the scenario revision) to move to another
quadrant.

5. Business is growing at the same pace with the market,
the market share remains unchanged. It is a good business
position. As a rule, it is businesses that generate sufficient cash
flows and does not require investments.

6. Business is growing at the same pace with the market,
the market share increases with time. Here are the businesses
with good growth prospects, requiring additional investments.

7. Business is growing faster than the market, the share
decreases with time. This means that there may be the conso-
lidation processes on the market and it can be necessary to
reconsider its strategy.

8. Business is growing faster than the market, the market
share remains unchanged. This is a business with a good com-
petitive position, it is stable.

9. Business is growing faster than the market, the market
share increases with time. This is a promising business with
high growth potential. It requires an additional investment to
maintain its growth.

From the standpoint of value security the businesses that
are in quadrants 1, 2 and 4 have unprotected value, those that
are in quadrants 3, 5 and 7 — have middle positions and the
value is questionable (in terms of security) for businesses loca-
ted in 6 quadrants, 8 and 9, the value is considered to be
secure. Number of businesses located in a value protected
position in relation to the rest should be close to the «golden
proportion». Thus, on following such a ratio of the protected
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Source: Own processing

Growth rate

- O

Engineering

1 3.6% O 2
Cable 2.7% O

4 5 Salt 6

28.7 555

Non-ferous metals

? O
0.5%

Stone processing 0

Energetic

Market share

Fig. 2: Matrix of positioning for «Ukrpodshipnik» Corp.
for the period 2007-2012, optimistic scenario
Source: Compiled by the author according to data from her own archive
when she was working at «Ukrpodshipnik» Corp.

The data in Figure 3 allow making the conclusions about
the degree of protection of value of business portfolio. As a
result of the analysis we can say that 84.7% of business value
are well secured, as located on the enterprises that are in good
competitive position (Energy, Non-Ferrous Metals and Stone
Processing), 9% of the cost of business (Salt and Engineering)
are in the middle position and 6.3% of the cost (Cable and Gas)
are the least secured (data on axis Y). In general we cannot
speak about the harmonious distribution of value in the portfo-
lio, as the ratio of the protected and unprotected value is far from
the gold section (62% : 38%). Approach to the portfolio with the
security value creates a kind of adaptation mechanism for hol-
ding, allowing feeling confident, both today and tomorrow in its
environment.

Conclusions. Balance of the portfolio requires quantitative
indicators. Portfolio will be considered balanced if it complies
with the golden section in the evaluation of its structure: 62% :
38% and the portfolio will be a combination of profitability and
sustainability (in this case, risk) with the golden section: 62% :
38%. The definition of the value security level from the stand-
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Iig. 3: The cost security of «Ukrpodshipnik» Corp. as of 01.01.2007
Source: Compiled by the author according to data from her own archive
when she was working at «Ukrpodshipnik» Corp.

point of competitive position of businesses in the portfolio: we
assume the cost of business is secured from the competitive
position, if the business growth rate is equal to or higher than
the market growth rate and market share remains at the same
level or increased over the time. We proposed an algorithm for
determining the degree of business portfolio security in terms of
its competitiveness. Matrix of positioning is suggested. With the
help of this matrix it is possible to carry out the analysis of busi-
ness portfolio scenarios. The matrix serves as a good tool to
evaluate the performance of top management, as a comparison
with the growth rate of the market and maintaining of market
share at the required level. In addition, with the help of this
matrix it is possible to carry out a comparison of growth (sales
revenue) and cost. Figures 2 and 3 shows an example of the
use of M-positioning for «Ukrpodshipnik» Corp. as of
01.01.2007, with the forecast for 5 years.
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Institute of Society Transformation (IST)
Non-governmental Research & Analytical Centre, Director Dr. Oleh Soskin

Main goals:

- Promotion of building free, independent, democratic, European Ukraine
- Support of fundamental social, economical and political reforms in Ukraine
- Forming of national bourgeoisie and strong middle class of private owners

- Strengthening of local self-government system in Ukraine

Key activities:

- Organizing and holding of interactive workshops, roundtables, presentations
- Organizing of study visits for state executives and business structures to states with stable democracy
- Publishing of research books (IST prepared and published 15 monographs)

- Publishing of The «Economic Annals-XXI» Journal (since 1996)
- Forming and supporting of IST's Internet holding (57 websites)

IST realized 90 large international projects and created 16 regional Centres for European and Euro-Atlantic Integration.
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