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The holding structure as an element of effective corporative integration 
(by example of railway transport)
The article describes the advantages of creation of the holding structures, presents methods of calculation of an effect of synergy as an economic substance of the holding structures and also presents method of the economic estimation of effective corporative integration through the index integration system and Balanced Scorecard system.
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At the present day the main and more perspective trend of effective corporative integration is forming so-called holding structures or holdings. At last holdings has found quite wide spreading in Russia in spite of the fact of their lawful uncertainty organizational status. This context has been the cause of the holding’s absence at the list of subject taxation and it’s non-recognition as a consolidate tax-payer group.
The holding structure management is the form of resolution of contemporary big business contradiction between the necessity to wide the number of its members and to reservate the co-ordination actions of various juridical persons in accordance with general owner’s strategy.
The holding is the total of juridical persons, it includes main (“mother”) and daughter companies, which jointly runs a business and makes industrial, commercial, financial and other businesses, connected by material and non-material character. The mother company determines main management and economic decisions of daughter company’s activities with a view to take an effect of synergy.
Holding allows to achieve more higher and stable activity indexes by using:

- coordinated forming and holding member’s aims correction during OAS’s functioning and development process;
- coordinated business-process cost-accounting and control and also standard procedures of personnel management, communications etc.;

- coordinated management decisions;

- coordinated management of Company development by redistributing common finances for priority trends and innovations consolidation.
In accordance with the prevalent participation at the holding’s ustav capital and subsidiary agreements OAS “Russian Railways” determines management and economic activities of daughter companies (illustration 1).
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The corporative schemes with the daughter companies participation allows:
- to redistribute expenses and profits between the holding structure companies;
- to create “subsidiary” profit centers;

- to transfer holding’s profits through the daughter companies, registered at the tax-privileged regions;
- to optimize the “inside” holding’s financing and to attract the “outside” financial sources;

- to coordinate investment, to consolidate the financial potential of holding structure and to coordinate holding’s stock operations.
The OAS “Russian Railways” is the biggest monopoly in Russia and one of the biggest company in the world (it’s ustav capital amounts about more than 1,5 trillion rubles; OAS contains 158 brunches, including 17 region railways, 8 representative offices in foreign countries). In accordance with the Structural reform of railway transport the OAS “Russian Railways” was restructured in such corporative form as holding company.
At the present day the OAS “Russian Railways” is an international, universal upright-integrated transport holding company, which gives large spectrum of transport services and includes more than 120 daughter companies. The daughter companies makes such services as: rolling-stock’s repair, spares producing, transport technic’s repair, trading, social nutrition, forwarder services, specialized services and other and also passenger’s transportation and some good’s transportation.
One of the main results of the railway transport reform is bringing a private capital to railway industry, including the capital of small and average business. The daughter companies stocks can be easily sold to private owners than OAS’s “Russian Railways” stocks is the state-ownership and it’s can not be sold. The capitalization growth determines to get more investments for OAS’s “Russian Railways” infrastructure by daughter companies stocks selling.
During the Structural reform period private owners has been bringing to railway transport about 80 billion rubles for about 100 thousand freight car’s acquiring and renovation. The amount of total wagon’s park (which belongs to private owners) is about 330 thousands wagons. 

On the whole, 36% of the railway system equipment belongs to private owners, including 67,7% of tank-wagons, 23,2% of gondola cars and 36% of other wagons.
By the way, in 2009 the president of OAS “Russian Railways” Vladimir Yakunin had pose a problem to bring in to railway holding no less than 17 billion rubles of investment by daughter companies stock’s selling. In this situation the Company’s value growth becomes an urgent question. [9].

The synergetic effect is an economic substance of the holding structure, it means that integrated companies value at the head of “mother” company runs up more greater financial and economic results than the value of equal separated companies, i.e.:

                                               V (A+B) > V(A) + V(B).                                 (1)

An effect of synergy is possible if only subsidiary companies assets directs to achieve the general holding’s aim.
The aim of creation of the holding structure meant to get some benefits from subsidiary companies. Every complementary economic and financial benefits, which had been got or forecast, meant the positive synergetic effect – the positive effect from companies integration beyond the expected effect from separated businesses. As far as daughter companies constantly or from time to time makes joint activities directed to get and to realize  a side benefits of holding’s sharing it explains the fact of the synergetic effect not only at the moment of holding creation but also during the process of holding functioning.
The holding structure’s functioning is economically appropriate and the management of its cash flows is effective if its Net Present Value (NPV) is positive. The Net Present Value of holding’s creation and functioning is the difference between the Present Value of additional benefits of the holding’s creation and functioning (PV[AB]) and the Present Value of additional expenses of the holding’s creation and functioning (PV[AE]):
                                      NPV = PV[AB] – PV[AE].                                    (2)
The additional benefits are the result of holding creation and functioning. Those benefits are forming the positive effect of synergy. We have to estimate the synergetic effect using the single financial exponent or the system of financial exponents, which determines the total effectiveness of the holding structure activity. The exponent’s number of the system of economic estimation of the synergetic effect depends on the holding structure’s aims number (or side benefits) (illustration 2).
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The method of the synergetic effect’s valuation is universal and it is not depend on the used exponent. This method consists in determination of the difference between the forecast exponents of the holding structure business in total and the sum of the forecast exponents of the holding’s members business outside the holding structure. [1].
The predicted cash flow is an exponent for the synergetic effect estimation. The positive effect of synergy (ES) is the difference between the Present Value of the predicted consolidated holding structure’s cash flow (PV[CFHS]) and the sum of the Present Values of holding’s (PV[CFHC]) and daughter companies cash flows                (PV [CFDCi]), suppose to its independent functioning:
                     ES = PV[CFHS]- (PV[CFHC] + ∑(PV [CFDCi])).                (3)
The disadvantages of the holding’s creation and functioning forms the negative effect of synergy or an effect of the inverse synergy. The economic estimation of the inverse synergy calculates by the same methods as the positive synergy.

The effective management of the holding’s cash flows brings to creation of the positive Net Present Value of the holding’s functioning. The positive Net Present Value of the holding’s functioning means the great positive effect of synergy. [1].
Besides the economic estimation of the total effect of synergy it is necessary to analyze the level of integration of the holding structure’s members by various directions of coordination. The exponent’s system of integration level includes factors, which reflects:

- the integration of the central company and the holding group’s participants (for example, using the amount and the structure of consolidated holding’s assets, the range of the central company’s management services);
- the integration of developing and industrial enterprises of the holding group (for example, using the volume of direct and mutual co-operated supplies, the providing shares of holding’s production by its “own” materials, the scientific and research activities);
- the integration of the industrial and banking sectors (for example, using the exponents of the financial services, the corporative bank’s share at the total investment borrowing process into the holding’s fixed and circulating capital, etc.);

- the integration of the industrial and trading capital (using the increase of the holding structure’s trades).

This method allows to compare the integration factors level before and after the holding structure’s creation.

The Balanced Scorecard system (BSC) is the essential part of the Strategic programme of the holding structure development.

The BSC is the total of the financial, technical, economic and other exponents. It characterizes the holding structure’s purpose state and describes the mechanism of the holding structure’s purpose state achievement. The Balanced Scorecard is the balance between four functional directions of the holding structure activity such as finances, customers, processes and personnel. Today it is necessary to develop the Balanced Scorecard for transport’s fields, subsidiaries (branches) and daughter companies. The BSC have to be based on the OAS’s “Russian Railways” elements aims, to consider the effects of synergy and the influence of the industrial changes on the holding’s business final results. [7].

For the additional estimation of the vehicular company’s business it’s necessary to use the following factors:

	The BSC components
	Aims
	The estimation factors

	Finances
	Sale’s increase
	The increase of the profit;
The increase of the net cash flow;
The deposit capital income;
The increase of the profitability of various holding’s activities

	
	Prime cost’s reduction
	The rates of the most important resources costs; The limits of the constants costs;

The increase of the effectiveness of the holding company’s resources, assets (material and non-material) and various management levels leader’s responsibility for assets and resources, for the trade’s reserve limits increase

	Customers
	Customers requirements
	Sale’s increase at the expense of constant customers;

Sale’s increase at the expense of new customers;

The level of customers requirements

	
	Services quality
	The estimation of the competitive ability of the holding’s services;

The customers contentment of the holding’s services quality;

The customers contentment of the holding’s services price

	Processes
	Customer’s claims reduction
	The number of customer’s claims;

Costs for customer’s claims regulation for exceeding delivery and good’s non-safety

	
	Well-planning of the holding structure activity
	The budget planning using the strategic exponents of the holding structure activity;

The main exponents deflection from a budget;

The conduction of the measures for plan/fact breaks removal

	Personnel
	Personnel professionalism
	Personnel qualification;

Raising the level of one’s skill

	
	The team point of view
	The personnel unity estimation;
The personnel fluctuation;

The workers contentment


In the absence of investments the results of companies business estimates by using such exponents as asset’s and investment’s profitability, the net present profit, the internal rate of return, the discounted payback period.

Using the effectiveness estimation it is necessary to reflect different subjects interests (creditors, State, stockholders etc.). Therefore, the system of estimation of the corporative structure’s effectiveness and its transformation also have to include exponents which is typical for joint-stock property such as the estimation of the level of the effectiveness of the corporative property’s management, corporation’s market value, dividends.

This time the role of corporative management as a criterion of estimation of the corporative business effectiveness and investment attraction is increase.

The quality of corporative management is able to influence on company’s solvency and its stocks attraction for investors.
The OAS “Russian Railways” corporative management system is constantly improve, so it permits to support the annual joint growth of the OAS’s capital value (including the subsidiary’s capital value growth) on 5 – 8% over inflation. At the expense of the OAS’s corporative rating increase it is necessary to support the additional growth of the company’s joint assets market value no less than in 1,3 – 1,5 times.
In actual practice of the company’s reorganization the OAS “Russian Railways” have to pose a problem of accordance of the transportation commercial services, which has a complete market value. In this case the OAS “Russian Railways” have to remain the basic structure of the holding as an owner of infrastructure and technical transport company. The holding’s daughter companies are commercial transport companies in the area of freight and particularized transportation, long-distance and local passenger transportation, it has its railway rolling-stock and other technical instruments. Besides the holding’s daughter companies the exterior outsourcing companies also can give the market services, which provides auxiliary and subsidiary services (nutrition, services for passengers in local and long-distance trains, dry-cleaning, laundry, repair of machines and mechanisms, current and major repairs of railway rolling-stock.
Thus, the railway transport reacts to market requirements and its conjuncture instability more and more felt, and the new system of economic relations is the powerful incentive to modernization of production potential by using sectoral programme of the technic’s renewal, the application of innovation and progressive technologies.
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