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ANALYSIS AND MANAGEMENT OF BUSINESS
VALUE IN CRISIS CONDITIONS

The article examines the problem of analyzing the consequences of the financial and economic crisis
in terms of impact on the value of business with the purpose of applying restructuring procedures, tak-
ing into account the current legislative framework. The solution to this problem is to solve the scientific
task of adapting existing mathematical and instrumental methods of business valuation in the Republic
of Kazakhstan. Restructuring is also considered in the process of cost management in the following situ-
ations: under normal, systematic development of the company in a favorable macroeconomic environ-
ment, such as cost optimization, working capital management, etc .; in the deterioration of performance
and the company’s condition under the influence of external factors or internal causes. When identifying
negative factors in the planned development of the company and in crisis situations, various measures
can be taken: under favorable environmental conditions and market growth, the company pays special
attention to optimizing business processes and increasing the cost of business; in worsening macroeco-
nomic factors or inefficient business processes, technology lagging, promotion of competition and loss
of market share is necessary to improve its stability, solvency, improve business processes and systems
for business recovery. Realization of these goals implies solving the tasks of business management in
the context of overcoming the consequences of the crisis through the application of various company
management strategies. As a result, companies can build a flexible business management system that can
meet the challenges in order to reduce the negative effects of the crisis in the short term and to ensure
sustainable development and the growth of their value in the long term.

Key words: crisis, restructuring, business, management, assessment.
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AaFAapbiC aFAaibIHAAFbl OU3HEC KYHbIH TaAAQy MeH Garanay

Makarapa KOAAQHbICTaFbl 3aHHaMaAblK, GasaHbl eckepe OTbIpbIM, KanTa KypblAbIMAQY MpoLe-
AypanapbiH KOAAAHY MaKcaTbiHAQ BM3HEC KYHAbIAbIFbIHA 8CEp €Ty >KafAalblHAQ KAP>Kbl-3KOHOMMKAADIK,
AQFAAPBICTbIH CaAAAPbIH TaAAQdy MaCeAeci KapacTbipbiraabl. Ocbl npobAemaHbl welry — KasakcraH
PecriybAmnkacbiHaarbl 613HecTi 6ararayAblH KOAAQHbICTaFbl MaTEMaTMKAAbIK, >X&HE acranTblK, dAiC-
TepiH 6erniMAEYAIH FbIAbIMM TarncbipMachiH welly. Kanta KypbiAbIMAQY KEAeCi >KaraanAapAa Ad Lbl-
FbIHAQPAbI 6acKapy YAEPICIHAE KapacCTbipbIAaAbl: KAAbIMTbI, XXYMEAl TYPAE KOMMaHUSIHbIH OHTalAbI
MaKpPO3KOHOMMKAAbIK, OPTAAQ, LLbIFbIHAAPAbI OHTAMAAHABIPY, alHAAbIM KarnMTaAbiH 6acKapy »eHe T.6.
JKYMEAl AaMybl Ke3iHAE; CbIPTKbl (pbaKTOPAApPAbIH Hemece ki cebenTepaiH acepiMeH eHIMAIAIKTIH
HallapAaybl kdHe KOMMaHMSHbIH, Xari-Kyii. KOMNaHUSAHbIH, >KOCMapAbl AAMYbIHA XKOHE AAFAAPbIC XKafAa-
MblHAQ TEPIC (haKTOPAAPAbI aHbIKTaFraH Ke3Ae 9PTYPAI Wwapasap KabbIAAAHYbI MYMKIiH: KOAAMAbI KO-
AOTMSIABIK, KafAaiiAap MEH HapbIKTbIH ©CYi XKarAaibiHAQ KOMMaHMs OM3HEC-yAepiCTepAl OHTaMAaHAbI-
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pyFa >kaHe OGM3HECTIH KyHbIH KOTepyre epekLie Ha3ap ayAapaAbl; MaKPO3KOHOMMKAABIK, (hakTOPAAPAbIH
HallapAaybl Hemece OM3HEeC-NMPOLECTEPAIH TMIMCI3AIr, TEXHOAOTUSIAbIK, apTTa KaAybl, 69CEKEAECTIKTi
AAMbITY >K8HE HapbIK, YAECIH >KOFAATY OHbIH TYPaKTbIAbIFbIH, TOAEM KaBGIAETTIAIrIH apTTbIpy, OU3HECTI
CaybIKTbIPY YLIiH BM3HEC-YAEPICTEP MEH >KYMEAEPAI >KETIAAIPY ywiH KaxkeT. Ocbl MakcaTTapAbl icke
acblpy TYpAi Backapy cTpaTervsAapbiH KOAAAHY apKblAbl AAFAAPBICTbIH CAAAAPbIH €HCEPY TypPFbICbiHaH
6m3HecTi 6backapy MIHAETTepIH wewlyAi 6irAipeai. HaTmxxeciHAe, KOMNaHUSAAp KbICKa MEP3iMAT nepc-
NneKkTMBaAa AAFAAPBICTbIH Tepic acepiH TOMEHAETY >KoHe y3akK Mep3iMAi MnepcrekTMBaAd OAApPAbIH
TYPaKTbl AAMYbIH YK8HE OAAPAbIH, KYHbIHbIH ©CYiH KaMTamachi3 €Ty YLLUiH KUbIHAbIKTapAbl )KXEHE aAaTbIH
MKEMA] B13HEC-MEHEAXKMEHT XKYMECiH Kypa aAaAbl.
Ty¥iin ce3aep: AaFrAapbIC, PECTPYKTYpu3aums, busHec, 6ackapy, 6aranay.
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AHaAM3 M ynpaBAeHMEe CTOMMOCTbIO GM3HecCa B YCAOBUSAX KpU3Uca

B cratbe paccmaTpumBaetcs npobAaeMa aHaAM3a MOCAEACTBUIA (DMHAHCOBO-3KOHOMMYECKOTO Kpw-
3McCa B YaCTM BAMSIHMS Ha CTOMMOCTb OM3HEca C LeAbl MPUMEHEHUS MPOLEAYP PECTPYKTypu3aumm
C YYETOM AENCTBYIOLLEN 3aKOHOAATEAbHOM 0asbl. PelleHne AaHHOM MPOOAEMbl COCTOUT B peLleHum
Hay4HOM 3aAa4M apanTaLUMm CYLLECTBYIOLLMX MAaTEMATUYECKUX M MHCTPYMEHTAAbHbIX METOAOB OLIEHKM
6usHeca B Pecnybanke KasaxcraH. Takxke aHaAM3MPYeETCs PecTpyKTypusaums B Mpouecce yrnpaBAe-
HME 3aTpaTamMu B CAEAYIOLLMX CUTYauMsx: NPy HOPMAAbHOM, CUCTEMATUYECKOM Pa3BUTUKM KOMMaHMM
B OAQronpusTHOM MaKpO3KOHOMMYECKOM CPeAe, TakoWm Kak OMnTMMM3auMmsi 3aTpar, yrnpaBAeHue o6o-
POTHbIM KanmWUTAAOM U T.A.; B YXYALIEHWM PE3YAbTATOB AEITEAbHOCTM M COCTOSHMS KOMMAHWUKW MOA
BAMSIHMEM BHELWHMX (DAKTOPOB MAWM BHYTPEHHWX MPUUMH. [pu BbIIBAEHMM HEraTtuMBHbIX (DAKTOPOB B
MAQHOBOM Pa3BUTUM KOMMAHMWN U B KPUSUCHBIX CUTYALMAX MOTYT MPUHUMATbCS Pa3AMYHbIE Mepbl: Mpr
OGAAronpUSATHBIX YCAOBMSIX OKPY>KAIOLLEN CPEAbl M POCTa PbIHKA KOMMAHWUS YAEASIET 0cob60e BHUMaHWe
onTUMM3aumMmn 61U3HEC-NMPOLLECCOB M MOBbILIEHMIO CTOMMOCTI BM3HEC]; B YXYALLIQIOWMXCS MaKPOIKOHO-
MMYecKMX hakTopax UAM HEIPMEKTUBHbBIX OM3HEC-NPOLLIECCAX, OTCTaBaHUM TEXHOAOTUII HEOOXOANMbI
COAENCTBME KOHKYPEHUMU M MOTEPS AOAM PbiHKA AAS MOBbILWEHMS €ro CTabUAbHOCTM, MAATEXKECTO-
COOHOCTM, YAyULLEeHMS OM3HEC-TIPOLECCOB M CUCTEM AAS BOCCTAHOBAEHMS OM3Heca. Peaansaums aTmx
LeAer MpeArnoAaraeT pelleHve 3apaay yrpaBAeHUs OM3HECOM B YCAOBMSX MPEOAOAEHMS NMOCAEACTBMIA
Kpu3nca NnocpeaCTBOM MPUMEHEHUS Pa3AMUHbIX CTpaTernin yrnpaBAeHMs KommaHuweil. B pesyabrarte,
KOMIMaHMM MOTYT MOCTPOUTb TMOKYIO CUCTEMY YTpaBAEHMs OU3HECOM, CMOCOOHYIO pellaTh 3aAa4UM AAS
YMEHbLLEHWUSI HEraTUBHbIX NMOCAEACTBMIA KPU3MCA B KPATKOCPOUHOWM MEPCNEKTUBE U AAS 0becreveHms
YCTOMYMBOrO Pas3BUTMS M POCTa UX CTOUMOCTU B AOATOCPOYHOW NnepcrneKkTuBe.

KAtoueBble cAOBa: KPU3MC, PECTPYKTYpU3aLms, OU3HEC, yrpaBAEHME, OLIEHKA.

Introduction

Undoubted importance of the new Address is a
new large-scale program development proposed by
the President — New Economic Policy of Kazakhstan
“Nurly Jol”, which has countercyclical nature and
further structural reforms focused on our economy
(N.Nazarbayev 2014: 123).

Economic crisis affects all aspects of human life,
including business. At the same time, it is important
to remember that the crisis phenomena can be of a
different nature, so it is time to take into account the
peculiarities of the time and place of manifestation
of the crisis. The relevance of the topic of research
is due to the fact that business valuation is very
important in modern conditions of instability. The

relevance of the topic of research is due to the fact
that business valuation is very important in modern
conditions of instability.

The purpose of the study is to study the features
of business valuation in a crisis. To achieve this
goal, it is necessary to solve the following tasks: to
consider the conceptual apparatus of evaluating the
business in a crisis, to study the factor influencing the
valuation of business, to systematize the mechanism
for assessing business in a crisis. Geopolitical crisis
and sanctions policy generate at the same time a lot of
environmental, social, economic and other problems,
which involves application of integrated approach to
the solution of existing and emerging problems.

Without analyzing the regularities of the global
financial and economic crisis and the new global risks
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and threats, without considering the peculiarities
of their manifestation in different socio-economic
systems it’s hardly difficult to accurately create a
model of the further development of society.

The negative impact of the financial and
economic crisis on performance of the company in
the short term, causing various losses and leads to a
reduction in the cost of business are obvious. This
can be seen as an example of reducing the value of
securities of listed companies, as well as the results
of the financial statements of public companies
that took place in 2008 and 2009, recognized the
impairment of various types of assets.

However, an interesting and important question
is: Is it possible to benefit from the economic crisis
in the long term? This article addresses governance
issues of the business, as well as the possibility of
restructuring the management of the cost of business
in sustainable growth and in times of crisis.

Materials and methods

Comprehensive economic analysis is conducted
to fully disclose the initial financial and economic
potential of the firm; revealing the influence of
factors on the formation of financial and economic
results, as well as the effectiveness of its activities.
In the process of analysis, an assessment is made not
only of certain groups of results obtained, but also
of their entire aggregate in indissoluble connection.
In the conditions of the crisis, there is a shortage
of financial resources for many firms, therefore, in
order to attract potential investors, the need for such
analysis increases (Altman, E. 1.1984: 125).

The development of economic science requires
the specification of blocks of integrated economic
analysis, the order of their interaction, the
development of similar analysis schemes. In this
regard, we can propose the following block diagram
of the conduct of a comprehensive economic
analysis (Figure 1).

Suchstructureand sequence of complex economic
analysis reflects the essence and interconnection of
processes occurring in business, allows to solve
management problems. Since the activities of the
firm are connected with entrepreneurial risk, blocks
connected with management analysis were added to
this scheme; with the analysis of the effectiveness
of the use of financial resources, solvency, liquidity
and financial stability of the firm.

Literature review

The following foreign scientists addressed the
issues of financial recovery of insolvent firms, as
well as problems of assessing the risk of bankruptcy
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of the firm: E. Altman (Baldwin, John 1997: 343), U.
Beaver (Dimitras, A. 1., Zanakis, S.H.,&Zopounidis,
C. 1996: 23), R. Lis , E. Tuffler (Baird, Douglas
1993: 123), and G. Tishou (Baldwin, John 1997:
22) , J. Olson , etc. E. Altman contributed to the
construction of models for forecasting bankruptcy
by first applying multiple discriminant analysis
(MDA-models) (Crouhy, M., Galai, D.,& Mark,
R. 2000: 234).. J. Olson stood at the sources (logit-
model) (Keasey, K.,& Watson, R. 1991: 11).

All  methods of forecasting bankruptcy,
developed by foreign authors, include several, from
two to seven, key indicators that characterize the
financial position of the firm. On their basis, in most
of the above methods, a complex indicator of the
probability of bankruptcy with weight coefficients
for indicators is calculated (Jones, F. L.1987: 123).

The Altman “Z-Account” model is derived from
indicators that characterize the company’s economic
potential and the results of its work over the past
period. This model is a discriminant linear function
with a different number of variables. Distinguish
between 2-, 5-, 7-factor models. In the 2-factor
model, the variable current ratio is the current ratio
(coverage ratio) and the borrowing ratio (the share
of borrowed capital in the total amount of sources).
In the 5-factor model, variables: the ratio of own
working capital to the amount of assets; the ratio of
retained earnings to the amount of assets; the ratio
of balance profit (before taxes and interest) to the
amount of assets; the ratio of the market value of
common and preferred shares to the balance sheet
of debt (short-term and long-term); the ratio of
proceeds from sales to the amount of assets (Altman,
E. 1.1984:232).

Results and reasoning

Financial restructuring — a tool to help investors
and creditors, and management companies in
a difficult financial situation, the development,
negotiation and implementation of plans for
restructuring and changes in their financial activities.
It must be remembered that the mistakes made
during the restructuring could lead to lower costs
and bankruptcy of the company.

In some cases, companies may also require an
operating business restructuring. In this situation, as
a rule, it is developed an anti-crisis plan, including
the introduction of appropriate control mechanisms,
cash management, cost reduction, sale of noncore
assets, etc (Zavgren, C. V.1983: 221).

In the process of restructuring of the business,
it cannot be managed without a long-term financial
and economic model of the company, which allows
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taking into account all significant aspects of the
business. Scenario modeling of different scenarios,
including using the Monte Carlo method allows in
this case developing an optimal strategy and tactics
aimed at increasing business value and increase
competitiveness of the company in the long term.

Restructuring in the process of cost management
is available in the following situations:

— at normal, systematic development of
the company in a favorable macroeconomic
environment, such as optimization of costs, working
capital management, etc.;

— in the deteriorating results of operations and
condition of the company under the influence of
external factors or internal causes. This deterioration
can be both gradual and abrupt, especially in a crisis,
up to the company’s bankruptcy (Zhang, G., Hu, M.
Y., Patuwo, B. E. &Indro, D. C.1999: 16).

At revealing of negative factors in a of planned
development of the company and in crisis situations
may take various measures:

— under favorable environmental conditions
and market growth of the company gives special
attention to the optimization of business processes
and increase business value;

— in the deteriorating macro-economic factors or
ineffective business processes, lagging technology,
promoting competition and loss of market share is
necessary to increase its stability, solvency, improve
business processes and systems to restore business;

— at risk of bankruptcy and liquidation of the
business requested to take urgent and, as a rule,
emergency measures to overcome the crisis (Morris,
R.1997: 224).

In the process of solving tactical and strategic
objectives and business value management
company can choose between a strategy of organic
growth and the implementation strategy of mergers
and acquisitions — to-market M & A (from english.
Mergers and Acquisitions). Let us consider each of
these options.

Organic growth involves the development of
the company’s internal resources, reinvestment of
retained earnings, their revenue generating capacity
in the future, and ultimately increase its value.

In crisis conditions company can spend a
reasonable cost reduction (not at the expense the
strategic objectives and without loss of image in the
future), to increase staff motivation and team spirit
in a difficult situation, to attract and retain qualified
personnel, to oust competitors in the presence of
operational and financial benefits.

In the pre-crisis period, the main goal was
external expansion, which resulted in increase of

gross income was achieved, sometimes with a lack
of attention to the effectiveness and relative cost-
effectiveness. In other words, more attention was
paid to increase sales than cost control. During
the crisis, companies have realized the need to
reduce costs and received an enabling environment
(Bharath, S. & Shumway, T.2004: 32).

For example, based on our experience and data
from public sources of the average were able to
reduce costs by 10-25% depending on their species.

However, according to the research of
management consulting of KPMG in the process
of reducing costs companies are faced a number of
difficulties:

— less than 47% have a clear idea of its own cost
structure;

— there is no clear understanding of how should
be distributed responsibility for cost optimization;

— no target to reduce costs and, in principle,
culture of economy.

It can be assumed that the reduction in costs
on an emergency basis (eg, shorter working hours,
layoffs, etc.) takes place only up to the point A. In
the future, the savings achieved by improving the
control systems, improve the efficiency of business
processes, renegotiation with suppliers, reduce
residual materials and work in progress, selecting
priority, that is out of less profitable areas of business
development.

Reduction in personnel costs is possible without
cuts and cuts in the wage fund — by increasing the
efficiency and redistribution of responsibilities.
Otherwise, this reduction in costs negatively impact
on the image and long-term development of the
company.

The ratio of revenues and expenditures of the
company at different stages of the cycle is shown
in Fig. 1.

If we talk about the use of the strategy of mergers
and acquisitions, particularly in times of crisis, we
can distinguish the following features:

— more efficient management as a result of
integration achieve synergies and realization of new
strategies;

— sale of non-core assets, which could lead to
an increase in return on equity, efficiency, freeing
resources for organic growth or acquisitions;

— acquisition of undervalued assets relevant
for the company with the funds received from the
sale of non-core assets and cost savings; business
restructuring and debt and the achievement of
synergies from the acquisition of new assets that will
provide dynamic development of the company after
the crisis and capture market share from competitors

14 Ka3¥VY Xab6apiubicbl. DxoHOMEKa cepusicel. Ne3 (125). 2018



Baydildina A.M. et al.

who for various reasons have not been able to
respond quickly to changing external conditions;

— focus on profitable lines of business;

— primary placement of minority shareholdings

— IPO procedure followed by refinancing or
restructuring of existing debt;

— sale of a substantial portion of the business to a
strategic investor or joint venture with the market leaders.

250
200
/ =¢=Income
100 == Costs
50
0 T T T T T T T T |
2004 2005 2006 2007 2008 2009 2010 2011 2012

Figure 1 — The income and expenses of the company at different stages of the economic cycle

One example of the possibility of acquiring
undervalued assets is the situation in the capital
market in late 2008 — early 2009. subject to the
availability of funds. According to a study of
the Evaluation Group of KPMG, conducted in
September 2009, the capitalization of the majority
of the largest public companies in 2008 decreased
by an average of 69.3%, while the value of the assets
according to the financial statements of companies
decreased by 4.6% (from 0.5 to 11% according to
different sectors of the economy).

Of course, this difference can be explained by
the insufficient size of impairment in 2008. This is
also confirmed by the statements for 2009 : a number
of companies recognized impairment losses at 31
December 2009, as probably did not fully aware of
the impact of the crisis when testing assets in the end
of 2008. At the same time, falling of capitalization
at December 31, 2008, all the same seems excessive,
which could be caused by a lack of liquidity and
panic on the market.

Growth of capitalization in 2009 somewhat
mitigate the situation, but by analyzing the
information we have on these reporting companies
are already in 2008-2009., We still found that in
two years the capitalization of the companies under
consideration decreased by 28-61% depending on
the sector economy, while impairment of companies
ranged from 1 to 18% of pre-crisis market
capitalization depending on the sector. Thus, it is
clear that a number of companies at the end of 2008

ISSN 1563-0358

The Journal of Economic Research & Business Administration. Ne3 (125). 2018

and in 2009 was underestimated and the acquisition
of control over them would significantly increase
the cost of business in the short term provided to the
rising cost of shares in 2009-2010.

As for the long-term goals of the company,
it is necessary to consider the application of
the concept of VBM-control (from the English.
Value Based Management). This concept is fairly
new for domestic companies, but in recent years
there has been growing interest in methods of
cost management and crisis just might encourage
companies to become more active.

Fig. 2 the cost of the company conventionally
represented as the sum of the components — the
current value of the business and the future value. As
can be seen, the future value can also be arbitrarily
decomposed into components associated with the
expectation of growth, and a component due to
increased efficiency. In the case where the company
can not fully influence the growth component (which
in times of crisis will be even negative value), it is
necessary to focus on the second component.

Component of the Opportunities to Growth
future value achieve the growth
Va_lue Of. th_e Opportunities to .
business in its . . Efficiency
increase the efficiency
current state

However, this is often not achieved in practice.
According to the study «Creating economic profit.
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The analysis of Russian companies,» conducted
by the department in 2010, KPMG Management
Consulting in conjunction with the State University
— Higher School of Economics, 28 of the 70 selected
largest companies consistently demonstrated an
inability to create a positive economic value added
for 2005-2008. How does the concept of VBM
measures can help in enhancing the value of the
business and the implementation of the restructuring?

In our opinion, progressive corporations may
use financial models and the concept of VBM for
solving various problems, including such as:

— monitoring of current operations and the
impact on operating results;

— motivation of staff and senior management,
the implementation of long-term bonus programs
to link long-term goals of the company with the
interests of decision-makers;

— control by shareholders and creditors of the
real state of affairs and changes in the value of the
company;

— identify long-term trends and short-term
measures, adjusting the strategy and tactics of doing
business;

— interaction with the financial and economic
community — increasing the transparency and
simplification of procedures for the preparation and
provision of information to auditors, potential and
actual shareholders, rating agencies;

— reduction in the cost of capital and capital
structure optimization.

In the application of financial models and
implementation of a set of measures will be gained
experience, adjusted approaches to business
management.

Asaresult, companies can build a flexible system
of business management, capable to solve problems
to reduce the negative effects of the crisis in the short
term and to ensure the sustainable development and
growth of their value over the long term (Kulkarni,
A., Mishra, A.K., &Thakker, J. 2006: 42).

Conclusion

Given the difficulties in obtaining information, as
well as the calculation of critical threshold values of
the indicators in question, the method of peer review
was widely used in determining the integral index of
financial stability ofa firm. When applied, itis possible,
on the one hand, to determine the importance of each
component of financial stability in the formation of
its overall level based on weighting factors, and on
the other hand, to calculate the integral indicator of
the overall level of financial stability of the firm. The
scientific novelty of this study is to solve the problem
of diagnosing the probability of bankruptcy of a firm.
The proposed methodology extends and complements
existing scientific and methodological developments
in this field and takes into account the peculiarities of
the Kazakhstan economy.

It should also be noted that the methodology is
not limited to considering only the indicators of the
financial situation, but also provides an analysis of
the financial and economic performance of the firm.
At the same time, the diagnosis of the probability
of bankruptcy is established not by the average (by
aggregate of firms) integral indicator, but as a result
of the analysis of the financial coefficients of the
company in question, it is not necessary to take into
account their specificity.
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