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EVALUATION OF THE PERFORMANCE
OF IMPLEMENTATION OF STRATEGIC
MEASURES OF ENSURING ECONOMIC
SECURITY OF ENTERPRISES

O6’cxmom Qocioxces € nPouec OUinIo8 Hisl Cmp meziunozo 3 Oesneuenns eKkoHoMiunoi 6esnexu nionpuem-
cme . Busisneno, wo o0numu is dicsux cmp mezivnux 3 x00i6 3 Oesaneuenis exonomiunoi 6esnexu nionpuemcmes €
pe JvHem 00620CMPoK0se Qin HCOBe IHBECYE WS, M KONC ONEP Uil SAUMMsm noziun Hus. Yp X068 Ho, U0
8 YMO8 X nodewesus s KMUGI8, 0CM HHI CM HOBIAMCA NPUE OIUSUMU OLsl CKYNOBYE 1M OLIbUL KpYNHUMU 60
CKOHOMIUNO CIRIUKUMU KOMN Hismu. Boonou ¢, m i kmueu moxcymv M mu npooiemu 3 ni mocnpoMOoNICHiCIO,
npubymrosicmio m . Y 36’s13Ky i3 yum 00rpynmos 1o, wo OuinK  OOUiIbHOCTNE ONep Uil 3AUMMS M NOZAUH HHS
NOGUNIL  CYNPOBOONCYE MUCS GU3H UEHHUAM iX 6NAUBY 1 3MINY Pi6Hs eKoHOMIunOl beanexu. Yp X068 HO, U0 OUiNK
Di6HS eKOHOMIUNOT Oe3neKu TPYHMYEMbC 1 6U3H Yenii necm ui npubymxy 0o onod mxye umus. /[ n necm u
X D KMEePUsyemvcs CYmoio, sxy nionpuemcmeo HedoompuMye 61 CAi00K HedOCAZHeN S NeGHUMU THOUK TOop MU
eKOHOMIUNOT 6e3neKi CB0IX NOPO2Z0BUX GelUuUUN. 3 YD XYE HHAMIED PXiunoi nobydosu m Kux indux mopis, necm -
U NpubYmKY 6U3H U EMbCSA AK M KCUM JIbHO MONCAUE  BEIUUUN 13 OUTHEHUX HeC Y N0 KONCHOMY THOUK MOopY.
Josedeno, wo edexm 6i0 onep yiil 3AUMMSA M NOZIUN HHsl, 6USH YeHull mp Ouitinum cnocobom moxce 6ymu
docsiznymuil,  eexm, AKUL NPOSLEAAEMbCS 6 NIGUUEHNT PiGHs eKOHOMIUNOL Oesnexu — ui. Yem 1oeaeno, wo 6
CYU CHUX YMOB X Kpumepii nidsumenis pisis exonomiunoi 6eanexu nogunen Oymu npee Joiouum 1 0 iHUUMU.
Yoocxon neno memoduuni nioxoodu do oyinku doyinvrocmi onep uiil MEA (6i0 nen. Mergers and Acquisitions —
SAUMMA M NOLZAUN HIHSL), KD, 1 6IOMINY 610 ICHYIOUUX, 8D X0BYIOMb eeKmu 610 CKOPOUCHHS HeC Ui npudymxy
00 0n00 MKY6 HHA M  003601I0Mb NOPIGHAMU 00CAZHYMUTL PIBEHb eKOHOMIUNOT be3nexu 610nosiono dom nicis
30iicnenns onep uitl. 3 NPoNoHOE HO NOK 3HUK eKoHoMiunoi epexmusnocmi onep uitt MEA 6id cxopouenns
necm ui npubymxy 0o onod mxye uns EBT (6i0 wnexn. Earnings before Tax).

IIp xmuuwnum pesyiom mom 0 1020 0ociioxcents € po3pobieni Memoouuni nioxoou 00 ouinKu OOULILHOCMI
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2. The ohject of research
and its technological audit

1. Introduction

The enterprises, setting themselves strategic goals, are

implementing appropriate measures to achieve them, obvi-
ously. It is similar with economic security: for the forma-
tion of the future of any enterprise, it is important that
in this future it not only does not lose the achieved level
of economic security, but also increases it. To this end,
safety-free events are differentiated, as a rule, into current
and strategic ones. Therefore, a feature of ensuring the
economic security of an enterprise is that it is not limited
to the current period, but also has a strategic focus. At
the same time, in contrast to the prevailing opinion about
the specificity of strategic safety-free events, let’s believe
that they can’t be isolated from the general strategic ma-
nagement of the enterprise, and therefore are a part of it.
The aforementioned determines the relevance of additional
research on strategic areas of ensuring economic security.

The object of research is the process of evaluating the
strategic support of the economic security of the enterprise.

Within the framework of the object, the part that de-
termines the subject of research is highlighted: the method
and methodology for evaluating the feasibility of mergers
and acquisitions. One of the most problematic places in
this block is the shortage of accounting for changes in the
level of economic security that occur as a result of such
operations.

3. The aim and ohjectives of research

The aim of research is improvement of the methodo-
logy for evaluating the feasibility of strategic measures
to ensure the economic security of enterprises.
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To achieve this aim it is necessary to solve the fol-
lowing objectives:

1. To analyze the directions of strategic support of
the economic security of the enterprise and identify the
most important in today’s conditions.

2. Take into account the additional effects that may
be obtained as a result of M&A transactions (from the
English Mergers and Acquisitions) when assessing the
appropriateness of such operations.

3. To substantiate the effect of the results of M&A
transactions on changing the level of economic security
of enterprises.

4. Research of existing solutions
of the prohlem

One of the key strategic measures of most enterprises
is the implementation of real investment projects [1], as
well as mergers and acquisitions (M&A transactions). It
should be noted that due to mergers and acquisitions
carried out in the past between separate enterprises, affilia-
tion arises. The latter makes it possible to carry out the
reallocation of financial resources between enterprises —
affiliates, investing in the authorized funds of such persons,
as well as providing them with loans [1, 2].

Among the main areas of ensuring economic security
identified in world resources, works can be singled out [3, 4],
but they ignored a whole layer of business entities, which
are industrial enterprises. The opposite approach is de-
scribed by the authors of [5], but the national economy
is chosen as the main object of ensuring economic secu-
rity, which indicates a macroeconomic approach and leaves
unresolved the issue of enterprise safety in the strategic
period. The combination of macro- and micro-approaches
is characterized by the work of East European scientists,
they are considering directions for ensuring the economic
security of enterprises in conditions of instability of national
economies [6]. However, despite taking into account the
factors of mass bankruptcies of enterprises, which result in
the possibility of buying up impaired assets, the authors
of [6] do not consider the issue of a possible improvement
in the economic security of enterprises through mergers
and acquisitions.

The work [7] addresses the issue of security from the
point of view of financing securities. This event is one
of the areas of long-term financing that can be used to
improve the economic security of enterprises. However,
the authors of the work do not consider it from this
point of view. But they determine the safety of financial
investment directly.

The author of [8] emphasizes the importance of collec-
tive action and the use of special measures to ensure the
security of the least active producer in the system, which
is considered the national economy. Let’s consider this
approach appropriate for application on

ensuring economic security in the strategic period has not
been covered.

The author of [10] widely presents the concepts of
economic security in modern society, but insufficient at-
tention has been paid to the issues of evaluating measures
to ensure it. In particular, there is no distinction and
no differences were found in assessing the appropriate-
ness of current and strategic activities. A similar omis-
sion is characterized by the approach described in [11].
The authors of this approach conducted a study at
a fairly high level of institutional support for economic
security. However, the issues of the possibility of take-
over of enterprises, the formation of holdings, and other
strategic measures, as well as an assessment of their
feasibility in terms of changing the level of economic
security, were ignored.

So, a critical review of scientific works revealed a prob-
lem, which is the shortage of systematic research on the
study of strategic measures to ensure the economic security
of enterprises and methods for assessing their feasibility.

Summarizing the strategic directions of ensuring the
economic security of the enterprise, which scientists
point out, as well as having practical implementation
in a developing economy (Fig. 1), let’s believe that to-
day, the key strategic direction of enterprise development
is M&A transactions, the implementation of which is ac-
companied by various types of effects like for the com-
pany — the buyer (holding), and for the company — the
object of purchase.

Mergers and acquisitions is a direction that includes
both real and financial investment. Therefore, it is they who
need a detailed study. The actualization of such a study
is also due to the fact that against the background of the
present: crisis phenomena caused by both the coronavirus
pandemic and cyclical and other economic factors, mas-
sive problems with the solvency of many enterprises of
various scales and areas of management are outlined. In
such conditions, they become cheap assets suitable for
purchase by more economically sustainable enterprises.

At first glance, it seems logical that, whatever the initial
motives for conducting mergers and acquisitions, as a result
of their implementation, the level of economic security
of all participating enterprises will certainly be changed.

Indeed, such a change will take place, but not always
and not for each participant in the operation, it will be
positive. The fact is that the economic security of the
enterprise has a complex ramified hierarchy, which includes
various types and corresponding subspecies. Including it
includes the security of the economic interests of personnel,
owners, the territorial community and other stakeholders
dependent on the enterprise. In this regard, the level of
some types of economic security of an enterprise may
indeed increase significantly, but at the level of others it
may not only not change, but even worsen.

the example of another system — a busi-

Strategic directions for ensuring the economic security of the enterprise

ness combination, formed as a result of

A/\L

mergers and acquisitions. However, the
work [8] does not address the issues of |

Real investment project

| | Long-term financial investments |

evaluating such events.
In [9], a list of indicators for assess-

ing the economic security of enterprises
and their variability is determined taking
into account the time factor. However,

T

Fig. 1. Key strategic directions for ensuring the economic security of the
enterprise (compiled and supplemented by the author on the basis of generalization (1, 2])

y
Mergers and acquisitions Kﬁ
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As the author of the work [2] correctly notes, as
a result of M&A transactions, a company — a new owner
(holding) and an enterprise — an object of purchase can
receive synergistic effects, as a result of which the level
of economic security of both of them will increase. At
the same time, the scientist lists the types of security,
the level of which can change (profitability, financial
condition, technical and economic level, socio-economic
and market level, reputation) and offers an indicator of
security synergy (Bsyn):

Bsyn= fnorm—fnorm, (1)
where fnormy, fnormg — the reference value of the company,
respectively, after and before the M&A transaction, c. u.

In the future, the author of [2] considers the change
in the level of security of the financial condition of en-
terprises — participants of the holding (Ky,) due to the
redistribution of financial resources between them using
this model [2]:

Sa +(fﬂ€«' _frl)
Su+(fr10m _fa),

where [0, fo — the estimated value of the enterprise value
obtained by substituting in the economic and mathematical
model the cost of profit before interest expenses, taxes
and depreciation deductions EBITDA (from the English
Earnings before Interest, Taxes, Depreciation and Amor-
tization), respectively, after and to a change in financial
condition, c. in.; fuom — the estimated value of the enter-
prise value obtained by substituting the standard EBITDA
value in the economic and mathematical model, ¢. u,;
S, — the actual value of the enterprise to a change in
financial condition, c. u.

As a criterion of the above model, its developer named
more the value of the ratio of the actual value of the
estimated business value to the reference value. Additio-
nally, this model was proposed to assess the feasibility of
M&A transactions [2].

It should be noted that the considered methodologi-
cal approaches have a number of omissions. The main of
them is that, firstly, the scientist’s attention was left to
methodological approaches to optimizing the distribution
of investment resources to increase the level of other types
of economic security, but a proposal was put forward to
conduct it similarly. At the same time, the assessment of
the level of individual components of economic security is
distinguished by its specificity, especially the security of
stakeholders, which is why the unification of approaches
to optimizing resources in order to increase their level
is not advisable. In this regard, there is no explanation
of how they could be combined in one model. Secondly,
a number of factors affect the value of an enterprise, the
value of which during M&A transactions can vary signifi-
cantly, and not just the EBITDA margin. Such a change
in the model considered is not provided at all. There-
fore, in the results of determining changes in the value of
a business, based on the assessment of one indicator — the
difference between the EBITDA profits obtained as a result
of a change in financial condition, a fixed error of other
indicators may lead to a gross error. Thirdly, M&A deals
have a certain value. On the one hand, the acquisition cost
of an enterprise — an object for its buyer is characterized

KSE’C = (2)

by large amounts of expenses (premiums for control, or-
ganizational losses by agreement and other integration
costs). Therefore, the value of such expenses should be
taken into account when assessing changes in the level
of economic security of a company — a buyer (holding).
On the other hand, the seller company receives a certain
amount of funds in the form of sales proceeds, the value
of which also affects the change in the level of economic
security. In addition to them, this effect is carried out
by losses from the sale of the existing profitable business,
generated cash flows, which also influenced the dynamics
of the level of economic security of the enterprise itself
and its stakeholders. Fourthly, when acquiring a certain
enterprise, it is necessary to take into account the problems
it has not only economic, but also socio-ecological, infor-
mational, criminal, organizational and other. This negatively
affects the level of economic security in general and its
individual types in particular. Therefore, in addition to
safety synergy, it is advisable to pay additional attention
to possible anergy and take into account the correspond-
ing anergic effects in M&A transactions. There are other
comments that will be disclosed in subsequent studies.

In addition, it is necessary to take into account that
the results of both synergy and energy may not appear in
the same year that corresponds to the date of the trans-
action, but after a few years (if they are single) and/or
during a certain period (if such effects are systematic). In
this regard, the indicator of the feasibility of the M&A
transaction should be brought to date (using discounting).

Attention deserves the approach in [12], in which syner-
gistic effects are estimated based on EBITDA. However,
the approach to assessing the appropriateness of such
operations from the point of view of the impact on the
change in the level of economic security of the enterprise
remained without attention.

5. Methods of research

In the study, the dialectic method, the analysis and
synthesis method are used to systematize and generalize
scientific concepts for assessing the effects of the implemen-
tation of investment projects and mergers and acquisitions.

6. Research resulis

Let’s suggest paying attention to the fact that as a re-
sult of the M&A transaction, a certain economic effect
may be achieved, but at the same time, there may not be
any effect from improving the level (and/or condition) of
economic security. Therefore, let’s offer an indicator of the
feasibility of an M&A transaction, based on a comparison
of the magnitude of two effects:

1) the first is determined in the traditional way Et{(M&A));

2) the second — the effect of increasing the level (and
condition) of the economic security of the enterprise, taking
into account the security of its stakeholders E(EcS)nsa)-
One of the criteria for the feasibility of an M&A transac-
tion may be the following inequality:

E(EcS)pen) >Et(M&A). (3)

At the same time, the effect of increasing the level
(and condition) of the economic security of the enterprise,
taking into account the safety of its stakeholders (E(EcS)),
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can be determined by various approaches, the choice of
which is determined by the purpose of the study.

As shown in previous studies [13], an indicator of the
level of economic security of an enterprise (taking into
account the security of its stakeholders of various groups)
is based on the ratio of two parts. The component of the
numerator is the sum of two indicators: the shortage of
profit before tax (AEBT) and the underestimated value
of the costs necessary to ensure the economic security of
various groups of stakeholders. At the same time, the EBT
shortage is calculated as the amount that the company
loses due to non-compliance with predetermined threshold
values of the corresponding indicators of various types
of economic security. The denominator is the absolute
value of the minimum required amount of profit before
tax (liminal). This value is determined by the sum of the
actual value of the EBT indicator and its shortage. The
criterion for the level of economic security of the enter-
prise is the desire for the greatest value. So, as a result
of the M&A transaction, not all of the listed indicators
used in assessing the level of economic security can take
on new values. Let’s consider it in more detail.

Let’s consider the definition of economic security of
the enterprise without taking into account the security of
its stakeholders, since the latter is a separate issue that
requires a separate thorough study.

On the change in the magnitude of the shortfall in
profit before tax, it should be noted that in determin-
ing it, all changes that occur as a result of a merger
or acquisition are necessarily taken into account. Among
such changes may be changes in sales volumes, revenue,
expenses and others. However, the hierarchical construction
of the economic security of the enterprise and the principle
embodied in the assessment of the total magnitude of
the shortage of profit before tax are important. In order
to more clearly display the comments made, let’s depict
a conditional hierarchical structure for assessing the de-
ficiency of the EBT indicator (AEBT) (Fig. 2).

In Fig. 2 serial numbers next to the AEBT indicator
mean separate indicators of economic security, located at
different levels of its hierarchical structure, on the basis
of which the desired shortfall in profit before taxation
is determined.

The hierarchical construction of economic security, which
is the basis for assessing the EBT shortage, affects the magni-
tude of the effect of strategic measures (in particular, M&A
transactions) precisely because of the need to determine
its maximum value. As a result of the implementation of
strategic measures, changes may be global in scope or have
a local character, or may not affect individual areas of the
enterprise. Moreover, as noted earlier, the effect can be
positive, negative or neutral.

Moreover, let’s note that in the presence of an excess
of EBT, the condition is accepted according to which the
sum of its deficiency (AEBT) is equal to zero. Therefore,
let’s distinguish between: the optimality criterion for the
indicator of the EBT (AEBT) shortage are:

AEBT—0. (4)

However, in determining the feasibility of a strategic
measure, attention is focused not on this value, but on its
change, that is, in fact — on the dynamics of this short-
age. In other words, the desired indicator is the difference
between the amount of shortfall that existed before the
implementation of the strategic measure, and the amount
of shortage that can be obtained after its implementa-
tion. It should be noted that the magnitude of the EBT
shortcomings is calculated on the basis of the conditions
for achieving the value of indicators of all components of
economic security of their threshold values.

In the following, let’s consider an example to assess the
feasibility of mergers and acquisitions. The new value of
the shortage of the EBT of the buyer’s company (holding)
will be equal to the sum of the magnitude of the short-
age that will occur after the M&A transaction and the
shortage of the EBT of the enterprise —
; the object of the operation to be con-
; nected to the company (holding):

v ! AEBTnew=AEBTbuyy+AEBTY, (5)
' | AEBT1 = max {AEBT1.1; AEBT1.2; AEBT1.3} |@| AEBT2 = max{AEBT2.1; AEBT2.2} ||
:L.':.'::::.'.'.'.'.'.'.'.'.'.'.'.'.'.':.'.'.'::.'.'.'.'.'.'.'.'.'.'.'.'.'.':.'.'.':::::.'.'.'.'.'.'.'.'.'.'.':.':::::::::::::::::::::::'.'.'.": Where AEBTnew - the new adJUSted
v 1 value of the shortage of EBT in the
i AEBT1.1 = max{AEBTI1.1.1; AEBT2.1 = max{AEBT2.1.1; |e I . .

' ' company-buyer (holding), which takes
1 EBT1.1.2} EBT2.1.2} 1 .

E ¢ i into account the EBT shortage of the
E [ AEBT12 = max{AEBTI 2.1; AEBT22=max{AEBT22.1; |i Dew enterprise — the object of the
: e EBT1.2.2} EBT2.2.2} i M&A transaction, c. u.; its criterion is
Py @ i the desire for zero; AEBTbuyy — the
i | AEBT1.3 =max{AEBT13.1; i value of the shortage of EBT in the
f EBT1.3.2} i company-buyer (holding), which can
Syt be obtained after the M&A transac-
S (O A S () H . tion (that is, the value that will be
: : ived instead of the actual value)
| AEBT AEBT | || AEBT ; recervedanstead ¢ ; ’
! 1.3.1 121 M| 1 T 1 AZEIBIT ] AZE;BIT ! c.u,;its criterion is the desire for zero;
i @ = - i AEBTf — the value of the EBT short-
i AEBT AEBT [ aesr || | AEBT AEBT i age for the enterprise — the object of
; 132 122 112 212 222 ! the transaction M&A, c. u.

.......................................................................

Fig. 2. Schematic representation of the dependence of the indicator of the EBT shortage
on the hierarchical structure of indicators of the corresponding components of the economic

security of the enterprise

Therefore, to assess the feasibility
of M&A transactions, it is necessary
to calculate the amount, characterize
the corresponding effect:

.....................
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AC(EBT)yjsu=AEBTbuy,~AEBTnew, (6)

or

AC(EBT)yen=AEBTbuy,—AEBTbuyy—AEBT/, (7
where AC(EBT)ysa — a quantitative assessment of the
effect from the point of view of economic security, which
manifests itself in a change in the deficiency of the indi-
cator of the EBT due to the merger and acquisition, in.;
AEBTbuy, — the actual value of the EBT shortage in the
company-buyer (holding), which takes place without tak-
ing into account the M&A transaction, c. u.
The following condition is desirable:

AEBTbuyy<AEBTbuy,. ®)

The criteria for the appropriateness of an M&A transac-
tion from the point of view of the effect on the change in
the amount of shortfalls in profit before tax (AEBT) are:

AC(EBT)M&A%HIB.X. (9)

It is possible to ascertain the effect of reducing the
shortcomings of the EBT only if a positive value of
AC(EBT)pen is obtained:

[if AC(EBT),, , >0,
then the effect of the reduction
and shortage of EBT is;
(10)
if AC(EBT),, <0,
then the effect of the reduction and
|shortage of EBT is absent.

To determine the indicator of economic efficiency of
a strategic measure, it is necessary to take into account the
corresponding amount of expenses, the implementation of
which provides for a specific measure. For example, in M&A
transactions, these may include a control premium, expenses
related to the acquisition of an enterprise, organizational
losses by agreement, and others. Usually such expenses are
one-time. However, they can be in the form of investments,
the implementation of which takes place either at own ex-
pense, or attracted (borrowed). Effects can be systematic
or occur after a certain period of time. On this basis, it
is advisable to determine the economic efficiency of M&A
transactions from changes in the EBT, which is estimated
using economic security indicators, using the formula:

e AEBTh
AEBTbuy, — AEBTf — ZTZ;W
i=1 +7r
Ea(EBT)M&A= Tex BM&A ,(11)
Bone + r
i=1 (1+ 7')'

where Ea(EBT)ys4 — the value of the economic efficiency
of M&A transactions from reducing the shortcomings of
the EBT, c. u.; Bone — the sum of one-time costs incurred in
connection with the implementation of the M&A transaction,
C. u.; Byga — the sum of systematic expenses necessary for
the implementation of the M&A transaction, c. u.; Te —

the period during which all the effects of M&A transac-
tions will be obtained, manifested in the reduction of EBT
shortcomings, years; Tex — the period during which expenses
on M&A operations will occur, years; r — the discount co-
efficient, hours.

Let’s note that the length of the period of receiving
effects from M&A transactions, manifested in the reduc-
tion of EBT shortcomings, may not coincide with the
period of time necessary to repay the entire amount of
the costs of the operation:

Te+Tex. (12)

The proposed indicator of the economic efficiency
of M&A transactions from reducing the shortcomings
EBT (Ea(EBT)ps4) has the following optimality criterion:

Ea(EBT))¢s—max. (13)

It should be noted that the timing for obtaining ef-
fects from different strategic activities is different. Effects
from the implementation of a real investment project, as
a rule, can be obtained in 5, or even 10 years after its
implementation. The effects of mergers and acquisitions
are already apparent within the first 1-2 years of their
implementation.

So, the fundamental changes that should be taken into
account when evaluating the numerator of an indicator of
the level of economic security of an enterprise are conside-
red above. Since the denominator of this indicator is the
sum of the actual value of the EBT value and its shortage,
it is obvious that the corresponding changes will affect it.
Prior to the M&A transaction, the absolute amount of
profit before taxation of the company-buyer (holding) will
be characterized by a certain actual value (EBTa). When
making a transaction, as a result of which a new company
will enter the composition of the company-buyer (holding),
this value will change and will be equal to:

EBTyse1=EBTa+EBTf+AEBT y/an, (14)
where EBT)4 — the value of EBT that takes place in the
company — buyer (holding) after the M&A transaction, c. u.;
EBTf — the value of the enterprise EBT — the object of
the transaction M&A, c. u.; AEBTy/an — the value of the
synergistic (or anergetic effect), which is manifested in
the increase (decrease) in the value of the EBT, c. u.

Moreover, if a synergistic effect takes place, then 3 cases
of its manifestation are possible:

1. If there is EBT shortage, this effect will manifest
itself in reducing the magnitude of this shortage, that is:

2. The magnitude of the effect obtained may be enough
to reduce the available amount of EBT shortage, as well as
to receive an additional amount of profit before tax, that is,
its increase. Then the formula AEBT,, is defined as follows:

AEBT,,=AC(EBT) a4 +AEBTinc, (16)
where AEBTinc — an increase in the additional amount
of profit before tax as a result of the synergistic effect
of the M&A transaction, c. u.

s
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3. If the enterprises did not have a shortage of EBT
(AEBT=0), then the manifestation of the synergistic ef-
fect of the M&A transaction will be characterized only
by an increase in the value of profit before tax:

AEBT,,,= AEBTinc. (17)

In a situation when an M&A transaction will pro-
duce an anergic effect, then its possible manifestations
will be a reduction in the amount of profit before tax,
an increase in its deficiency, etc. For its assessment, the
three cases considered may be fair, but if interpreted ac-
cordingly, when instead of the increase used the amount
of reduction, and instead of reducing the deficiency —
its growth.

Thus, the level of economic security of the company-
buyer (holding) (excluding the security of stakeholders),
which can be achieved after the M&A (Pyg4) transaction
will be determined by the formula:

1 AEBTnew
4T EBTyen + AEBTnew’

Py

)i

(18)

Obviously, in order to make a decision on the imple-
mentation of a merger and acquisition transaction, the
level of economic security that can be achieved after
such an operation must exceed not only quantitative-
ly, but also qualitatively the level that was before the
operation.

So, for the final assessment of the feasibility of an
M&A transaction, the following criterion must be met:

Purea>Pa(EcS), (19)
where Pa(EcS) — the actual level of economic security
of the company (holding), which was before the merger
and acquisition operation, including units.

Let’s consider a similar approach also appropriate for
use in opposite situations — when a company (for ex-
ample, an industrial holding), in order to improve its
economic condition, decides to sell assets (existing en-
terprises). In this case, it is necessary to apply the above
tools, assessing the appropriateness of the sale (disposal)
operation from the point of view of the impact on the
change in the level of economic security. However, due
to the fact that a company (holding) will get rid of
a certain enterprise, this will accordingly affect the EBT
indicators. Therefore, instead of adding EBT and, ac-
cordingly, the EBT shortage of a new enterprise, these
amounts should be taken away. It is understood that it
is necessary to take into account the reduction in the
amount of profit before tax that the company brought,
it is planned to sell. This decrease will be due to several
reasons. Among them, the fact that this company was
a separate element of the production chain. Depriving the
holding of such an element affects the activities of other
enterprises participating in the holding. In this regard,
a decrease in the amount of profit is not an automatic
subtraction of the amount brought by the enterprise —
the object of the operation.

Thus, the basis of the described methodology for as-
sessing mergers and acquisitions is based on logic, the use
of which is advisable for any other strategic measures for
the development of the enterprise.

7. SWOT analysis of research resulis

Strengths. The strengths of the proposed methodologi-
cal approach to assessing the feasibility of mergers and
acquisitions are the ability to account for changes in the
level of economic security of the enterprise as a result of
such operations. In addition, the above can be applied to
any other strategic activities.

Weaknesses. The weaknesses of the proposed metho-
dological approach to assessing the feasibility of mergers
and acquisitions are a fairly wide range of indicators —
indicators, on the basis of which it is necessary to assess
the change in the magnitude of the shortfall in profit
before tax. This shortage is the main indicator, based
on which assessment is based on the appropriateness of
mergers and acquisitions in particular and other strategic
measures in general.

Opportunities. Taking into account changes in the level
of economic security of stakeholders in assessing the fea-
sibility of mergers and acquisitions is a further area of
this research.

The methodological approach contains universal tools,
the use of which for the enterprise does not incur ad-
ditional costs. This approach can be used for enterprises
of various industries and scales of activity.

Application of the developed concept will allow more
correctly assessing the consequences of mergers and acquisi-
tions in particular and other strategic measures in general.

Threats. In the context of the economic crisis that is
approaching, the application of the proposed methodologi-
cal approach should include additional requirements. The
latter are characterized by a change in the list of indi-
cators — indicators of economic security, which are be-
coming more aggregated. At the strategic level, economic
security indicators differ from operational level indicators.
They are complemented by brand new indicators. In ad-
dition, the threshold (desired) values of these indicators
not only increase, but also acquire qualitatively different
characteristics. All of the above requires more informa-
tion and, accordingly, additional labor costs for making
calculations.

1. It is revealed that one of the effective strategic
measures to ensure the economic security of the enter-
prise is real and long-term financial investment, as well as
mergers and acquisitions. It is taken into account that in
the conditions of cheapening of assets, the latter become
attractive for purchase by larger or economically stable
companies (holdings). At the same time, such assets may
have problems with solvency, profitability, etc.

2. It is taken into account that as a result of mergers
and acquisitions, enterprises may receive additional effects,
which will be manifested in a reduction in the deficit of
profit before tax.

3. It is shown that in most cases, mergers and acqui-
sitions are carried out with the aim of embedding the
acquired enterprise in the production and financial chain.
It is substantiated that in connection with this, the va-
lues of the main economic indicators (the values of sales
volumes, the sum of financial results and others) change,
which leads to a change in the level of economic secu-
rity of enterprises. Methodological approaches to assessing
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the feasibility of M&A transactions have been improved,
which, unlike existing ones, make it possible to compare
the achieved level of economic security in accordance with
and after the transaction. It is established that in modern
conditions, this criterion should prevail over others.
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