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Summary

One of the most important purposes of an enterprise is to generate profit for their
shareholders. In order to continuously fulfill their main purpose, enterprises constantly
strive to achieve the state of being free from danger or threat, especially in an economic
sense. This article aims to explore different views of an interdisciplinary connection between
economics and security i.e. the economic security of enterprises. Methods used in this paper
are literature review, systematization, analysis and synthesis of the most important factors
influencing the economic security of an enterprise. A synthesis of analyzed literature is im-
portant for the future development of the economic security concept for enterprises as a
basis for enterprises and their leading management to identify and improve their efforts in
tackling certain risks threatening the economic security of their enterprise.

Key words: economic security, economic security of enterprise, economic security of
business.

1. INTRODUCTION

Word ,,security® derives from the Latin word ,,securus® which means ,,free from
care“ (Etymonline), and its basic meaning can be understood as the protection of values
we care about (Malik, 2015; 4). Some of the most prominent names dealing with the con-
temporary meaning of the security concept have been Baldwin A. David, Barry Buzan,
Stephen Walt, Jessica Tuchman Mathews and Richard H. Ullman.
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The concept of security has been examined massively in the 20th and 21st cen-
tury, while the more intensified development of the security concept happened thanks
to the establishment of the first department under international relations studies which
had its focus on causes of wars (Aberystwyth in 1919), as well as the fatal events in the
period ranging from the two World Wars to the terrorist attacks on the twin towers of
the World Trade Center in New York on 11 September 2001 (Malik, 2015; 4).

2. DEFINING SECURITY IN GENERAL

Buzan et al (1998) defined security as a continuous pursuit of freedom from po-
tential threats. Baldwin (1997) tried to define the security concept by pre-specifying
questions like: a) Security for whom? (Individual, state or international systems) and
b) security for which values? Ullman (1983) stated it is false to see security only in mil-
itary terms, and posed a question of how much someone is willing to give up in order
to obtain a higher level of security, stated that someone is not aware of their level of
security until realizing that security is lost, and claimed that security can be defined by
the threats which confront it. Mathews (1989) dealt with the broad issues relating to the
concept of security such as resources, demographic and environmental issues, and she
diminished the importance of conventional military threats referred to by Albert Ein-
sten who claimed that everything changed with the invention of nuclear fission. Walt
(1991) used a traditionalist approach to examine the evolution of security studies and
concluded that research of the security concept had been mostly influenced by exter-
nal events, allowing the connection between economics and security but only in the
military sense. Still, there is no consensus about which influence is stronger: the mili-
tary-political influence on economic security or vice versa, i.e. is it possible to connect
economics and security into one common analytical, empirical construct, upon which it
could be studied as a separate interdisciplinary concept (Andelinovi¢ et al., 2014).

3. DEFINING ECONOMIC SECURITY

Because of increased globalization and economic interdependence between
countries, the economic security concept has become a necessity because of the evo-
lution of military and intelligence establishments around the world in search for new
meaning and purpose (Cable, 1995).

Economic security was listed as one of the 7 most influencing factors on human
security, among food security, environmental security, personal security, community
security, political security, with economic security seen in this report as an assurance
of basic income for every citizen from their own labor i.e. contribution to the society.
(Chandra and Bhonsle 2010, according to Human Development Report 1994).

The importance of the economic security concept is also seen in scientists giving
credit to it as an important factor of national security, since the economy represents a
driving force of planning, organizing and focusing on using scares resources in the best
possible manner, in order to ensure basic means of living and to increase the standard of
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citizens. National and international economic security has been researched as much as
individual security since there is no entirely self-sustainable country in today’s global-
ized world (Grubi¢ 2014; Bilandzi¢ and Mikuli¢ 2007; Chernysheva et al, 2017).

Research of the economic security concept has developed in two ways depending
on the type of economy in specific areas. For example, scientists from planned economy
countries (mainly Russia and Ukraine) focused on macro-economic (state and regional
level) position of the country in its environment. On the other hand, scientists living
in the western market economies focused their research and thought on the economic
security of individuals i.e. the stable flow of income of individuals in order to preserve
the standard of living - mostly promoted by western schools of thought (Tamositiniené
and Munteanub 2015; Ianioglo and Polajeva 2017a).

In order to encompass all the levels of economic security researched in recent
history, a simple and logical conclusion of economic security was given by Ioan-Franc
and Diamescu (2012) who defined economic security as: ,all the rules and activities
ensuring the proper functioning of the economy of a country, with repercussion on
economic security of communities and individuals, that is on financial and economic
quality of their lives®.

Efimovich Melev (2014), upon reviewing and analyzing the multiple definitions
of economic security, concluded that economic security represents the scientific eco-
nomic category which provides: ,existence of abilities, opportunities and readiness of
national economy to guarantee social stability and economic development of the coun-
try in a context of the most effective satisfaction of society’s requirements and protec-
tion of the state’s interests in various areas against internal and external threats.

Among many factors influencing economic security, Dent (2010) defined: secu-
rity of supply chain, security of access to market, credit security, security of techno-
logical-industrial capabilities, socio-economic paradigm, system security, community
security and security of alliances as the most important factors influencing economic
security, all of them being mutually intertwined and dependent of each other (Grubi¢
2014 according to Dent 2010).

It is without doubt that economic security will be a frequently discussed topic in
the future due to increasing conflicts around the world which remain generally unre-
solved, with climate change, labor migrations, and continuously increasing inequality
between rich and poor and with natural resources becoming scarce and the environ-
ment polluted.

4. CONCEPT OF ECONOMIC SECURITY OF ENTERPRISES

Economics and security as two different disciplines share much in common: a)
both concepts have a wide influence on many different scientific fields and disciplines;
b) both concepts represent something rational, progressive, protective i.e. beneficial for
today’s environment, as a main factor, or as a supportive factor; c) both concepts are
influenced by many different internal and external factors, where many of the factors
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influence the concept of economics and security in the same way. In a comprehensive
research of economic security of enterprise Korchevska (2015) investigated different
economic research which might be correlated to economic security of enterprises rang-
ing from the time of Ancient Greece until recent history. She discovered that the seman-
tic construct of economic security of enterprises has not been directly considered up
until recently, and based on this she concluded that the definition of economic security
of enterprises exists by virtue of conventionality, which implies its potential for usage in
further research and the development of security studies.

Economic security of enterprises was mostly defined and researched by
Ukrainian and Russian scientists. According to Shutyak et al (2015) its popularity in
Ukraine and Russia can be explained by the lack of knowledge of economic risks which
were intensively developed in western highly developed, capital market countries. They
discovered that the term “risk” was rarely used in correlation with economic security of
enterprises, or when it was used it was seen as one of its components.

Many scientific papers refer to the economic security of enterprises by using cer-
tain wordings such as survival, threats, efficiency, risk, challenge, damage, sustainabil-
ity, adaptability, freedom, predictability, probability, harmfulness, etc. This proposition
can lead to a conclusion that we can find research outlines and connection points re-
garding the economic security of enterprises around the world in different wordings,
such as “business continuity” or “economic security of business”.

Rybnikova and Rybnikov (2013) defined enterprise economic security as a state
that ensures long-term, sustainable survival, in a changing and changeable environ-
ment, where enterprises should economically use scarce resources between maintaining
current efficiency and future adaptability.

In a very broad sense, economic security of enterprises is defined as “a state of
protection of an enterprise from external and internal threats...” (Shutyak et al. 2015
according to Pletnikova 2001) in which research of economic security of enterprises
elaborated a more detailed approach of “protection of enterprise’s workers, equity,
patent rights, market share, image and vision of further development from various
economic endogenous and exogenous factors” (Shutyak et al. 2015 according to Ka-
pitula 2009).

In their research, Ianigolo and Polajeva (2016) recognized five different ap-
proaches to economic security of enterprises: a) State of protection from various threats;
b) State of efficient use of resources; c) Ability to obtain business goals; d) Ability to
obtain competitive advantage; ) Ability for stable functioning and development.

Kozachenko et al (2010), recognized in their paper different approaches to the
economic security concept of enterprises: a) As a form of development - in which a
functional, competitive and harmonizing approach was delivered; b) The concept of
security as opposition to threats in which the protection and steadiness approach was
defined; ¢) An approach mixing the elements of aforementioned approaches in which
economic security can be seen as threat protection and prevention, and where economic
security is seen also as a system structured from components encompassing the eco-
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nomic protection of enterprises: financial economic security, labor force vulnerability,
investment potential etc.

Some scientists implemented a concept in which the economic security of enter-
prises was defined as a system of structural, managerial, technical, legal and other mea-
sures in order to ensure economic security, where sustainable and socially acceptable
development of the company is supported while all the parties of the enterprise are sat-
isfied (management, investors, workers, clients) as long as their interests are legitimate
(Artemenko 2016). Ianigolo and Polajeva (2017b) explained this system as wide-ranging
with the ability to guarantee enterprises efficient operating activities which contribute to
a sustainable development based on an applied set of measures in which they enumerated
the four main factors of the economic security of enterprises: “a) planning; b) monitoring
of external and internal environment; ¢) identification and implementation of measures to
respond to threats; d) control and improvement of the system.” This system is able to resist
internal and external threats using its available resources, and can be in four different
stages: a) normal; b) pre-crisis; ¢) crisis; d) critical (Kasyanova and Kasyanov 2014).

Delas et al (2015) according to Medvedyeva and Pohosova (2011) state that one
of the primary needs of enterprises is the need for security. As there exists the Maslow’s
hierarchy of needs, they apply this hierarchy to companies. Figure 1 below shows that
the need for security is the second basic level of Maslow’s hierarchy of needs after easy
playback. Thus, only after each level is satisfied can an enterprise move on to the higher
level of needs.

Figure 1: Pyramid of business needs (according to Maslow’s ranking of needs)

Social involvement

/ The need for security \

/ Easy playback \

Source: Delas et al. 2015, according to Medvedyeva and Pohosova 2011.

Since most of the scientists agree that economic security of enterprises is in-
fluenced by either internal or external threats, it is important to recognize their main
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recognizable elements upon which both have significant effects on the economic activity
of enterprises. Lavrov et al (2018) identified internal factors such as financial, produc-
tive, personnel, material and technical support factors, investment and technological,
marketing, ecological factors, force majeure (physical hazards) and legal factors. Inter-
nal factors identified by Ianigolo and Polajeva (2016) include: a) managerial: wrong de-
cisions, omission in the planning process, etc.; b) financial: ineffective management of
assets, irrational increase of receivables and payables, etc.; ) labor: outflow of qualified
workers, illicit activities of staff, etc.; d) production: ineflicient use of resources, poor
quality of products, etc.; €) marketing: uncompetitive products, unprofessional advertis-
ing, errors of marketing policy, etc.; f) legal: ineffective legal upholding of the interests
of the enterprise, etc.; g) information: poor communication of departments, violations
of the regime of protection of confidential information, etc.; h) technological: deprecia-
tion of fixed assets, failure of equipment, etc.

External factors identified by Lavrov et al (2018) are related to political, macro-
economic, microeconomic, mesoeconomic, environmental, legal, scientific and technical,
and technological, natural and man-made, demographic, social and cultural, informa-
tional, criminal, moral and psychological. External factor identified by Ianigolo and Pola-
jeva (2016) were divided into: a) economic: external macroeconomic shocks like financial
crises and inflation, unfair competition, etc.; b) political and legal: instability of political
situation, frequent changes in legislation and tax system, etc.; ¢) social: low income of pop-
ulation, significant unemployment rate, etc.; d) market: strong competition, international
competition, etc.; e) technological: low level of scientific and technical progress etc.; f)
natural: emergency situations of natural character, destruction of natural ecosystems, etc.

Threats have also been scaled depending on the source, potential of realization,
size of expected damage (Delas et al. 2015), availability of resources and financing, lack
of communication in enterprise, disruption between management and shareholders, or-
ganized crime etc. (Buzan et al. 1998).

Many other internal and external factors have been identified by various scien-
tists, who believe that the identification of the most influential threats to the economic
security of an enterprise is the most important step in ensuring the economic security
of a company (Lavrov et al. 2018). This leads to a logical conclusion of a high importance
of the economic security of enterprises in every-day operational and long term strategic
decisions made by the management, in which all of the parts of the enterprise must be
engaged to a certain degree in order to ensure long lasting, sustainable growth and de-
velopment of the company.

5. CONSLUSION

Although multiple and various definitions were delivered in order to support the
concept of economic security of enterprises, until now there has been no standardized
conceptual definition of such a broad multidisciplinary category. By reviewing a large
amount of scientific literature related to economic security of enterprises, it is evident
that the level of economic security of enterprises will to a large extent be determined by
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the seriousness of the management approach to prediction, prevention and reaction to
specific harmful threats. These threats might be of internal or external nature in which
it is important to emphasize that every enterprise is a case in itself, and threats to one
enterprise might be opportunities for another. In order to ensure economic security en-
terprises must develop a formal or informal system of protection from harmful threats,
ensure functional operating activities that are able to counter harmful effects in order
for the enterprise to achieve a state of economic security.

In the current stage of the globalized economy, enterprises are encountering
multiple threats which may have a direct or indirect impact on their activity, productiv-
ity, supply chain, labor force, access to cheap finance, or availability of needed resources.
This impact can also be on financial on short-term liquidity, long-term solvency, and ul-
timately on sufficient profitability for shareholders along with the positive externalities
to society and the environment. The complexity of economic security of enterprises is
manifested in a variety of interactive elements among the internal components of enter-
prises and the unpredictable nature of external factors.

Research on which this paper focused lead to a logical conclusion that the con-
cept of economic security of enterprises is important, its meaning broad and involving
a vast amount of factors, in which enterprises are the backbone of economic activity,
organization, and the economic security of individuals, as well as of regional, national
and international economic security.
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Sazetak

Jedan od najvaznijih ciljeva poduzeca je stvaranje dobiti za svoje dionicare. Kako
bi stalno ispunjavali svoju glavnu svrhu, poduzeca neprestano nastoje biti u stanju bez
opasnosti i/ili prijetnji, posebno u ekonomskom smislu. Cilj ovog ¢lanka istraZiti je razli-
Cite poglede na interdisciplinarnu vezu izmedu ekonomije i sigurnosti, tj. na ekonomsku
sigurnost poduzeca. U ovom radu su bile koristene sljedece metode: pregled literature, sis-
tematizacija, analiza i sinteza najvaznijih cimbenika koji utjecu na ekonomsku sigurnost
poduzeca. Sinteza analizirane literature vazna je za buduci razvoj koncepta ekonomske
sigurnosti za poduzeca temeljem kojeg bi poduzeca i njihov vrhovni menadZment mogli
bolje spoznati i poboljsati napore pri postupanju s odredenim rizicima koji ugroZavaju
ekonomsku sigurnost njihovog poduzeca.

Kljuéne rijeci: ekonomska sigurnost, ekonomska sigurnost poduzeéa, ekonomska
sigurnost poslovanja.
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