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Abstract: Recent years have spurred interest in the role of private equity investment
in the financing of small new firms. While banks are often reluctant to finance such
firms because of high uncertainty, information asymmetry, and agency costs, private
equity investors are specialized to overcome these problems through the use of
staged financing, private contracting and active monitoring. This paper explores the
contribution of the private equity industry to economic growth in Europe and
identifies factors that significantly influence the amount of private equity
investments in V4 countries. The evaluation is made on the basis of eleven selected
objective factors, namely by the dependency test (correlation coefficient) of
particular factors on the development of the measured aim in the period from 2007
to 2012. This article was compiled as a part of the projects VEGA No. 1/0054/14
,,Research into Business Risk Controlling in the EU Aimed at Proposing Models for
Enhancing Solutions and Financial Risk Forecasting of Business Entities“and
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Introduction

Private Equity is a form of equity investment into private companies not listed on
the stock exchange. It is a medium to long-term investment, characterised by active
ownership. Private equity investment provides a strategy for company growth, with
agreed time limits and targets. The strategy is tailored to the entrepreneur and the
stage of the business, whether it’s an innovative new start-up or an established Small
Medium Enterprises (SMEs) looking to take the next step in its development.

There are six generally recognised investment formats used in the private equity
industry: Seed capital is financing provided to study, assess and develop an initial
concept. Start-up capital is provided to companies for product devel-opment and
initial marketing. Expansion capital provides the financing for the growth of a firm.
Replacement capital involves the purchase of shares in an existing company from
another private equity investor or shareholder. A buy-out involves the purchase of
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all or part of a firm from existing shareholders. This may involve taking a company
from quoted to unquoted status, i.e. taking it private. In a management buy-out the
current managers are the buyers, usually with the support of private equity or
venture capital.

Venture Capital describes investment in unquoted companies (i.e. companies not
listed on a stock exchange) by venture capital firms which, acting as principals,
manage indi-vidual, institutional or in-house money. The main financing stages are
early stage (covering seed capital and start-up), and expansion. Venture capital is
thus professional equity co-invested with the entrepreneur to fund an early stage or
expansion venture. Offsetting the high risk the investor takes is the expectation of
higher than average returns on investment.

Strictly defined, venture capital is a subset of Private Equity. Private equity firms
may engage in venture capital activities but their scope goes beyond the venture
capital subset to include the provision of replacement capital and the financing of
buy-outs (Official Journal of the European Union, 2009).

Recent years have spurred interest in the role of private equity investment in the
financing of small new firms. While banks are often reluctant to finance such firms
because of high uncertainty, information asymmetry, and agency costs, private
equity investors are specialized to overcome these problems through the use of
staged financing, private contracting and active monitoring. These unique features
make them more likely to finance early stage and technology companies than banks
(Popov, A., Roosenboom, P., 2009, p. 5).

Since 2007, European private equity has backed in excess of 21,000 portfolio
companies, to the tune of more than EUR 271 billion. Most private equity
investments, around 85 %, are into SMEs. Private equity contributes to the creation
of up to 5,600 new businesses in Europe each year. But big numbers don’t help us
understand the hands-on nature of this kind of investment in European companies
both, large and small, old and new. Business Builders aims to bring you right up
close to companies building a healthy and more valuable future, with private equity
partners involved every step of the way (http://evca.eu/business-builders).

Private equity has been the subject of a significant number of professional and
academic studies. While the profit motive of private equity capitalists has been
discussed to great lengths in the media over the past years, recent empirical literature
has suggested that this “new* type of finance also has real effects. Namely, it has
been argued that venture capital represents an important engine for the
Schumpeterian process of "creative destruction", and that it is a major force in
transforming scientific knowledge into commercial output. This effect has come
both through the impact of venture capital on existing industries and through its role
in creating and developing entirely new industries.

This paper explores the contribution of the private equity industry to economic
growth in Europe and identifies factors that significantly influence the amount of
private equity investments in V4 countries. The evaluation is made on the basis of
eleven selected objective factors, namely by the dependency test (correlation
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coefficient) of particular factors on the development of the measured aim in the
period from 2007 to 2012.

The base data for the estimates is sourced from Eurostat, The World Economic
Forum, the International Bank for Reconstruction and Development, the World
Bank and the European Private Equity and Venture Capital Association (EVCA).

Total private equity investment (% of GDP); total available EU countries data
from 2007 to 2012

The private equity investment activity is measurable by several methods. One of
standard methods is a ratio of actually carried out private equity investments to total
gross domestic product (GDP) of the given state in the given year. Their advantages
include relatively simple explicability, the elimination of size differences between
states and data availability. This indicator may subsequently be compared with other
states and thus a real mutual comparison of private equity investments activity in
particular national markets is feasible.

Aggregate data for the EU as a whole and the Eurozone as a subset show a
continuation of the pattern which has been clear since the financial crash in 2008,
with further declines in both indices relative to GDP (Figure 1). In 2011 the decline
in venture capital investment as a proportion of GDP in the EU as a whole appeared
to be levelling off, while contraction continued in the Eurozone area. However,
during 2012 the pace of decline increased in both areas. This negative ‘catch-up’
relative to the Eurozone was likely driven by declines in venture investment in the
leading non-Euro economies: Sweden, Denmark and the United Kingdom.

Figure 1 Total private equity investment (% GDP) 2007 - 2012
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Total private equity investment (% of GDP); available EU countries data in
2012

Total private equity investment (encompassing both early stage venture capital
funding and later, usually larger deals such as management buy-outs) totalled EUR
36.5 billion in nearly 5,000 European businesses, of which EUR 3.2 billion were
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venture capital investments in 2,900 companies. While the number of venture-
backed companies remained stable, aggregate funding was modestly down
compared with the previous year and markedly down compared with the height of
the financial boom (2008: EUR 6.3 billion). As noted in the analysis of 2011 data,
venture investment will only ever be appropriate for a small minority of firms with
exceptional growth prospects over the short to medium term. Given continuing
uncertainties in the Eurozone in particular, it is perhaps not surprising that overall
business sentiment has not favoured investment in higher-risk/higher reward
opportunities. However, since venture-backed firms have the potential to form the
kernel of economic growth in key sectors and clusters, a decline in venture
investment may be an early indicator of continuing low growth prospects in the
shorter term, or at least lack of business confidence (European Commission, 2013).

Figure 2 Total private equity investment (% GDP) in 2012
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Looking at investment on a country-by-country basis scaled to GDP (Figure 2), the
United Kingdom, Sweden and Ireland continue to perform well, though less well
than in 2011. Finland and Denmark, previously among the leaders, have dropped
back. Estonia (0.051 %) has climbed to be almost on a par with Ireland and Sweden
(0.054 % each) and pulled ahead of the United Kingdom (down from 0.045 % to
0.038 %). Estonian performance may reflect broader economic changes, including
labour market flexibility; despite continuing high unemployment, GDP has grown
by more than 15 % since the crash of 2008. The Estonian economy is smaller ( EUR
19,237.5 million) than that of Latvia (EUR 24,576.1 million) or Lithuania (EUR
36,654.2 million), but it has pulled ahead proportionately in terms of venture
investment despite relative improvement in the Lithuanian position (0.013 %, up
from 0.009 %). The standout performer in venture investment relative to GDP was
Hungary. Already above the EU average in 2011 at 0.040 % of GDP, it rose to 0.065
% in 2012. It is probable that Hungary is beginning to see the benefit of the
Szechenyi plan, an allocation of 45 billion HUF (= EUR 0.15 billion) aimed at
improving access to capital for SMEs in start-up and growth phases, of which 80 %
has been made available to the New Hungary Venture Capital Programme. New
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funds were formed with effect from early 2010, with investments now being made in
qualifying companies (European Commission, 2013).

Total private equity investment in Central and Easter Europe

The region of Central and Eastern Europe (CEE) represents over EUR 1.2 trillion of
combined GDP and a population of more than 160 million people. Investment
activity in the CEE region currently represents 2.8 % of the total investment value in
Europe.

Private equity investment activity is concentrated in a few countries in the CEE
region: Poland, the Czech Republic, Hungary, Slovakia and Bulgaria accounted for
86 % of investments by value and 63 % by number of companies. Notably, Romania
and Ukraine saw their investment amounts fall to some of the lowest levels of the
past few years (see Table 1).

Poland was the largest CEE private equity investment market, accounting for 47 %
of the total amount invested in the region in period of 2007 to 2012. Polish
companies attracted EUR 478 million of investment in 2012, a 30 % decrease from
2011 and 2010 (EUR 678 and 657 million). However, the number of Polish
companies financed grew by 36 % to 75 (vs. 55 in the previous year). With EUR
291 million of buyout investments (44 % of the region), Poland remained the largest
buyout market in CEE, as has been the case since 2010. Poland was also the largest
market for growth investments in 2012 at EUR 144 million, comprising 70 % of this
type of investment across the region. At only EUR 9 million, venture investments in
Poland were surprisingly low in 2012, but financed 32 companies, the most in a
single year since 2008.

The Czech Republic (EUR 106 million) and Hungary (EUR 101 million) came next
in the investment ranking in 2012. The value of investments in the Czech Republic
and in Hungary dropped in 2012 by 26 % (EUR 143 million) and 48 % respectively
(EUR 194 million), compared to 2011. The decrease in the Czech Republic was
fairly homogenous among the stages of investment, while in Hungary buyout
investments decreased by 78 % and venture investments grew by 61 %. As a result,
in 2012 Hungarian venture capital investments comprised a significant majority (i.e.
63 %) of all venture investment activity across the region. The number of companies
financed in the Czech Republic dropped to 10 in 2012, while in Hungary it grew to
42, thanks to a significant increase in venture-backed companies (up from 29 to 40).
Slovakia (EUR 98 million) and Bulgaria (EUR 84 million) both showed
significantly higher levels of investment in 2012 compared to 2011 (9 and 7
million). Thanks to a small number of sizeable buyout transactions, Slovakia
recorded its highest amount of investment for at least the last six years and Bulgaria
was back in line with its historical level of investment after a very low level of
investment in 2011. The number of companies financed in these countries was low
at six in Slovakia and five in Bulgaria.

It should be noted that year-on-year changes in the reported investment amounts for
individual CEE countries may be directly affected by a limited number of large
transactions in a particular country. Furthermore, private equity fund managers in
CEE mostly operate on a regional basis and complete transactions in those countries
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Table 3 Statistical Testing of Factors — Results

V4 countries, correlation (data),

Variables Marked correlations are significant at the level of p <.05000 :
X&Y Direct.
Mean Standard . Const. | depend.:
deviation | r (X,Y) r t p N | dev.: Y Y
x1 2.11739| 0.940818
y 2.12608 | 3.891041| 0.479031| 0.229470| 2.500796| 0.02074 | 23| -2.6884| 1.981178
x2 85.6125| 30.30878
y 1.9667| 3.88483]-0.489155] 0.239272| -2.63053| 0.01527| 24| 7.3343]-0.062697
x3 123.000 | 13.02840
y 1.9667| 3.88483|-0.364230| 0.132663| -1.83439| 0.08015| 24| 15.3253|-0.108607
x4 48.4583| 2791911
y 1.9667| 3.88483]-0.246145| 0.060587| -1.19117| 0.24628 | 24| 3.6264|-0.034250
x5 92.2917| 41.67940
y 1.9667| 3.88483|-0.298372| 0.089026| -1.46628| 0.15672|24| 4.5333]-0.027810
X6 4.4667| 0.21400
y 1.9667| 3.88483| 0.184785| 0.034145| 0.88190| 0.38736 | 24 |-13.0165| 3.354430
x7 65.7083 | 25.69635
y 1.9667 | 3.88483]-0.341391| 0.116548| -1.70362| 0.10253|24| 5.3580|-0.051612
x8 71.6667| 27.84377
y 1.9667| 3.88483| 0.198939| 0.039577| 0.95214| 0.35137[ 24| -0.0225| 0.027756
x9 66.6250 | 27.31589
y 1.9667| 3.88483|-0.075757| 0.005739| -0.35636| 0.72496 | 24| 2.6845|-0.010774
x10 6.2917 1.94443
y 1.9667| 3.88483| 0.201646| 0.040661| 0.96564| 0.34472|24| -0.5681| 0.402875
x11 5.0000 | 0.64201
y 1.9667 | 3.88483] 0.365734| 0.133762| 1.84314| 0.07882| 24| -9.0987| 2.213080

Source: Own elaboration

= Foreign direct investments, net inflows (% of GDP): - private equity / GDP = -
2.6884 + 1.981178x
The model explains statistically medium - significant variability of 22.95 % of
variable y into x.
»  Private debt (% of GDP):- private equity / GDP = 7.3343 — 0.062697x

The model explains statistically medium - significant variability of 23.93 % of
variable y into X.

»  Burden of government regulation:

0.108607x
The model explains statistically medium - significant variability of 13.26 % of
variable y into X.

»  Venture capital availability: - private equity / GDP = 3.6264 — 0.034250x
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The model explains variability of small statistical significance of 6.06 % of
variable y into x.

= FEffect of taxation on incentives to invest: - private equity / GDP = 4.5333 —
0.027810x
The model explains variability of small statistical significance of 8.90 % of
variable y into X.

=  FEntrepreneurial environment level: - private equity / GDP = -13.0165 +
3.354430x
The model explains variability of small statistical significance of 3.41 % of
variable y into X.

» FEase of access to loans: - private equity / GDP = 5.3580 — 0.051612x
The model explains statistically medium - significant variability of 11.65 % of
variable y into x.

» Nature of competitive advantage: - private equity / GDP = -0.0225 +
0.027756x%
The model explains variability of small statistical significance of 3.95 % of
variable y into x.

= Company spending on R&D:- private equity / GDP = 2.6845 — 0.010774x
The model explains variability of small statistical significance of 0.5739 % of
variable y into x.

= Starting a business — number of procedures. - private equity / GDP = -0.5681
+0.402875x%
The model explains variability of small statistical significance of 4.07 % of
variable y into x.

= Strength of investor protection index: - private equity / GDP = -9.0987 +
2.213080x
The model explains statistically medium - significant variability of 13.37 % of
variable y into x.

Conclusion

Aggregate data for the EU as a whole and the Eurozone as a subset show a
continuation of the pattern which has been clear since the financial crash in 2008,
with further declines in both indices relative to GDP (Figure 1). In 2011 the decline
in venture capital investment as a proportion of GDP in the EU as a whole appeared
to be levelling off, while contraction continued in the Eurozone area. However,
during 2012 the pace of decline increased in both areas. This negative ‘catch-up’
relative to the Eurozone was likely driven by declines in venture investment in the
leading non-Euro economies: Sweden, Denmark and the United Kingdom. V4
countries significantly fall behind the average of the European Union in the private
equity investments implemented to GDP ratio.

The empirical research carried out by the statistical survey using simple linear
regression confirmed, that the significant factors that influenced private equity
investment implementation in V4 countries in the period 2007 - 2012 included
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private debt (as % of GDP), foreign direct investments - net inflows (as % of GDP)
and investor protection factors.

Suhrn

Suhrné tudaje za EU ako celok a Eurozénu ako jej stdast poukazuju na
pokracovanie trendu zacatého financnou krizou v roku 2008, a to na pokles private
equity investicii k HDP (Obrazok 1). V roku 2011 sa objavil pokles private equity
investicii v pomere k HDP v EU ako celku, ktory sa v d’alsom obdobi ustalil, zatial
¢o pokles v Eurozone pokracoval. AvSak v priebehu roka 2012 sa pokles
objavil opat’ v oboch oblastiach. Tento negativny "catch - up" vo vztahu k Eurozone
bol pravdepodobne tahany poklesom investicii rozvojového kapitalu v liderskych
ekonomikach neélenskych §tatov Eurozony: Svédsku, Dansku a Velkej Britanii.
Krajiny V4 signifikantne zaostavaju za priemerom Eurdpskej tinie v pomere objemu
realizovanych private equity investicii k HDP.

Empiricky vyskum realizovany prostrednictvom Statistického zistovania pomocou
jednoduchej linearnej regresie potvrdil, Ze signifikantnymi faktormi, ktoré
ovplyvnili realizaciu private equity investicii v krajinach V4 v obdobi rokov 2007 az
2012 patrili vyska sukromného dlhu (v % HDP), intenzita priamych zahrani¢nych
investicii a faktor ochrany investorov.
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SOCIAL INTELIGENCE AND MACHIAVELLISM
IN MANAGERIAL WORK OF HEADMASTERS*

SOCIALNA INTELIGENCIA A MACHIAVELLIZMUS
V MANAZERSKEJ PRACI RIADITELOV SKOL*

Abstract: In this article our attention is paid to social intelligence which we
consider to be a meaningful and important competence of managerial work of
headmasters. This competence is connected to efficiency of their work and at the
same time it could be also one of the important predictors for recruitment of people
for the headmaster position. In the presented research on social intelligence we
were examining the context of machiavellism or, in other words, behavior expressed
machiavellistically in the case of these managers. Results of the presented research
proved the existence of significant interconnections among the social intelligence
attributes and the selected machiavellistic expressions in the behavior of
headmasters. From the viewpoint of the ethical context we proved the assumption
that social intelligence is not an ethical category.

Key words: social intelligence, machiavellism, management, education

Kliéové slovi: socialna inteligencia, machiavellizmus, manazment, vzdelavanie
*This article was compiled as a part of the grant project VEGA No. 1/0637/12.
JEL: Y80

Introduction

School environment is one of the typical examples of occurrence of various social
situations in which the social content, contact of people, plays an important role at
the origin of the problem, during searching for solutions and in the subsequent
influence of the results of this solution on individuals, as well as on the whole
organization. A decisive role in effective solving of the problems emerging in these
situations is played by the headmaster as a manager and a teacher in one person.
Social intelligence in this context represents an important personality characteristic
of the headmaster connected to the fulfillment of pedagogical tasks as well as the
duties of the school manager. An objective of the presented study is to draw near the
subject of social intelligence as one of the types of intelligence. Subsequently, on the
basis of a correlation analysis between social intelligence and machiavellistic
manifestations in the behavior of headmasters, another goal is to specify
interconnections among the selected attributes of social intelligence and the
aforementioned forms of behavior of the school headmasters.
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Social intelligence

Molcanova, Baumgartner, Kanukova (2007) claim that social intelligence is a
concept with a possible considerable use in practice, for example, as a factor which
influences the performance and successfulness at school, work and in the
relationships of partners and friends, etc. Also for this reason, the issue of social
intelligence has become a focus of attention in many areas of research and theory.

In the context of considering the autonomous forms of intelligence, since 1920s
there have been ideas about the existence of social intelligence when Thorndike
(1920) defined it as an ability to understand and cope with other people and act
wisely in interpersonal relationships. From this context it is obvious that social
intelligence is a real individual characteristic specified primarily positively in both
the ethical and pro-social contexts. In spite of the long period of discussions about
this form of intelligence, when trying to define it more precisely we encounter
certain difficulties (Silvera, Martinussen, Dahl, 2001).

Discussions about social intelligence are closely associated with a much more
general discussion about the questions on definitions of intelligence, its research and
procedures of its measuring. On the basis of the answers of psychologists to the
questions such as “how do you understand the notion of intelligence” and how to
study intelligence, which were formulated in Journal of Educational Psychology,
and opinions of Sternberg and Detterman (1986), Ruisel (2003) pointed to the
apparent diffusion in understanding of the term intelligence also within
the professional community of psychologists. This state seems to be a consequence
of:

e a conviction that intelligence is a quality of the mind;

e aconviction that intelligence is an individual and unique quality;

e a conviction that intelligence precisely copies the course of logical operations.
However, according to Ruisel (2003), intelligence:

o markedly regulates also the real behavior, and therefore it is inevitable to take
into consideration the qualities such as effectiveness and usefulness of what
people do or what they would like to do;

e represents a heterogeneous entity, a complex of numbers of items;
does not act only as a cognitive quality;

o intelligent behavior is related also to the conative, affective, personality, or
social factors.

Rich discussions, which were developed within the issue of social intelligence, bring
the attention of authors to at least four areas of issues:

1. Distinguishing and specifying the definition of social intelligence in relation
to the similar, related areas of knowledge.

2. Determination of the structural elements of social intelligence.

3. Personality and psychometric approach to studying and detecting social
intelligence.

4. Ethical context of social intelligence implications in practical life.
Conceptualization of the notion of social intelligence points to one of the essential
questions discussed in relation to social intelligence since its origin — distinguishing
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social intelligence from other similar constructs (academic intelligence, emotional
intelligence, practical intelligence, or, for example, also communication and social
influence) and in connection to this matter also definition of the possibilities and
procedures of its detection.

Although some studies did not prove the existence of differences between social
and academic intelligence, there do exist certain studies (Ford, Tisak, 1983), which
recognized these differences or specified those dimensions of social and academic
intelligence, where a correlation was recognized, contrarily to those dimensions,
where such correlation was not confirmed (Makovska, Kentos, 2006).

The existence of social intelligence is supported also by Gardnerov's (1993)
opinion, according to which it is impossible to think only about one and only
intelligence, but contrarily, it is necessary to specify the particular types of
intelligence based on the evolution characteristics or brain systems. In the context of
managerial work, Albrecht (2006) also accentuates several types of intelligence as
he specifies six types of intelligence (abstract, social, practical, emotional, aesthetic
and kinesthetic).

On the contrary, the close relation of social intelligence to emotional intelligence
was pointed out by Bar-On (2006), who claims that it is a description of two aspects
of the same construct and consequently he states that the majority of existing
definitions of social and emotional intelligence contain one or more of the following
qualities:

1. To understand and constructively express emotions.

2. To understand experiencing of other people and create cooperative
interpersonal relationships.

Effectively manage and regulate emotion.

4. To realistically master new situations and solve problems of personal or

interpersonal substance.

5. To be optimistic, positively tuned and inwardly motivated to formulate and

reach own goals.

Contrarily to opinions presented by Bar-On (2006), Goleman (2006), who
contributed primarily to expansion of the interest in the area of emotional
intelligence, nevertheless noticed the differences in definitions of emotional and
social intelligence. He specifies the mentioned differences as self management and
management of relations and at the same time recognizes self-consciousness at the
level of emotional intelligence, and social awareness (empathy, social cognitions) at
the level of social intelligence.

A specific area in the case of prediction and explanation of human behavior is
created by interpersonal situations and human behavior in these situations, or, in
other words, managing and solving the problems in which an important role is
played by the factor of social contacts among people in the areas such as trade,
production, education, at home, among friends, etc. One of the substantial
characteristics, which is used for description and prediction of such behavior, is, as it
was already mentioned, social intelligence.

An area of issues connected to the ethical nature of social intelligence is discussed
less. In the common, everyday language, ,,socially intelligent behavior* is more or

W
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less automatically evaluated as pro-social, moral, ethical. We presume that the social
intelligence construct may be a predictor of both the ethical and unethical actions
(acc. to Birknerova, IStvanikova, Janovska, 2009). Kosmitzki, John (1993) and
Kaukiainen et al. (1999) assume that social intelligence is neutrally charged, and one
of its components is also usage of the social techniques for manipulation of others,
therefore it is a construct which may be used in a socially positive as well as socially
negative sense. Social intelligence is in this context located in the space between the
personality traits of pro-social behavior and the area closely connected for example
to machiavellian intelligence (Ruisel, 2003, Wrobel, 2008, Andrew et al., 2008,
etc.).

Machiavellism

The concept of ,,machiavellism“ or also ,,Machiavellian syndrome* was derived
from the name of an Italian renaissance politician Niccold6 Machiavelli in connection
to his ideas primarily mentioned in the book titled The Prince. It is related mainly to
the behavior strategy which includes manipulation of others for reaching personal
goals, improving and maintaining power over others. Behavior of persons with high
scores gained from the machiavellism test is cool, contains intentional lies,
blandishments (Grams, Rogers, 1989) and lack of morale. Often these tactics are set
against the interests of others. Machiavellists dislike cooperation with others, they
lack empathy (Andrew et al., 2008) and strongly pursue their aims.

On the basis of defining social intelligence, Ruisel (2003) mentions machiavellian
intelligence including manipulation of others. Goleman (1997) states that many
psychologists, in relation to the intelligence in interpersonal relationships, maintain a
more cynical attitude, they considered it as an ability to manipulate with others in
order to have them work for you regardless to their own interests. The essence of
manipulation is to influence people and the social impact. According to Wrobel
(2008), this influence consists in that the manipulator uses own knowledge about the
rules of human conduct and tries to develop the desired impact on another person or
group of people without having them realize that they are being deliberately
influenced. He claims that the interest of an individual is not always identical with
the interest of the society.

Byrne, Whiten (1988, In Calvin, 2000) label machiavellian intelligence as an
ability to successfully deliberately manipulate the participants in a social interaction
for the purpose of reaching their own, usually egoistically and power-motivated
goals. They base their claims on ethnologic studies of social behavior of primates in
their natural life conditions, where a complicated structure of their social hierarchy
was discovered along with the complex, exactly defined, power-oriented,
competitive and cooperative relationships. Among these there belongs, for example,
discovering the ability to purposefully and deliberately lie to the members of their
own social group. In this context it could be discussed to what extent it is possible to
transfer these findings to human behavior.

Machiavellian personality has four major characteristics, such as a relative deficit
of emotions in interpersonal relationships, lack of interest in conventional morale,
expressive psychopathology of personality, and small allegiance to the ideology
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(Christie, 1970). In psychology, a machiavellist is considered to be a person who, in
order to reach their own (or even mutual) goal, willingly commits a morally dubious
act, such as lying or manipulation of others.

Machiavellian attitudes are not connected to the ideological orientation of their
proprietors, nor to their general intelligence. Machiavellism, however, correlates
negatively with emotional intelligence (Goleman, 1997). Several studies show that
machiavellism correlates positively with psychopathology (Christie, 1970).
Machiavellists are rather successful in ambiguous situations with many
contradictory pieces of information, in which they work flexibly with several
strategies. This applies also to the short-time interactions with a room for
improvisation, or for creation of an irrelevant impression. They know how to form
purposeful coalitions and they can be good negotiators. However, in the real life
they are often not successful and mainly not from the long-time point of view
(Kohutiar, 2009).

The issue of possible connection of machiavellism to the other personality
features became an interest of several researchers. In many studies, a negative
correlation between machiavellism and two dimensions of the five-factor personality
structure Big Five, namely agreeableness and conscientiousness, was confirmed
(Vernon, Vilani, Vickers, Harris, 2008).

Wilson, Near and Miller (1996) in their analyses proved that unethical tactics of
machiavellists lead seldom to success in the real world. One of the strategies of
machiavellists is also applying of irrational tactics. Machiavellists are much more
convincing deceivers and in their case it is difficult to recognize a lie from the truth.
Their lies are aimed at manipulation and self-presentation, which is connected to
their narcissism (Vernon, Vilani, Vickers, Harris, 2008).

Position of the school headmaster

Under the term management we understand accomplishing goals through other
people (Droppa, 2008). School and its facilities are managed by its headmaster.
He/she is responsible for the compliance with the curricula, educational schedules,
educational standards, further education of the pedagogic and non-pedagogic
employees, professional and pedagogical level of vocational and educational work
in this school and its facilities. School management represents a specific system of
management in which the goal is to reach the vocational and educational goals.
According to Miklossy (2008) it includes:

e Managing the teaching process.

Managing the material and financial needs.
Detecting the need of educational services.
Legal framework of education.

Personal politics.

Leadership.

School is a living organism, an institution which demands a systematic,
meaningful, permanent and challenging directing and management of all processes
which secure and realize its activities. In connection to the school autonomy, the
competences in the area of concepts of the content, development of the school
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strategy, personal management, financial management, public relations, and
primarily the objective evaluation of its quality and effectiveness increase.

Work of the school headmasters requires a complex personality, the activities of
which cannot be built only on the basis of the already established stercotypes. In
order to make their work in the area of management effective, they must fulfill not
only certain qualifications defined by legislation, but they should have also some
managerial, organizational abilities and personal qualities, which are preconditions
for successful school management of the future.

Miklossy (2008) understand them as an ability to apply time management
meaningfully. Headmasters are supposed to organize the school life in a way that it
provides them with a room for effective work an also in order to make the work of
each teacher and other employee of the school used rationally and meaningfully.
The leading school worker should be a pedagogue, able to help teachers and advise
them primarily in the issues of education and didactics. It means that he/she should
have a high personality level — he/she should be qualified, permanently self-
educated, full of knowledge to give to others, methodical, fulfilling requirements on
personal moral features, having pedagogical tactfulness or, in other words, humane
approach to children, understanding their problems, but at the same time be
challenging in the case of pupils' work and in evaluation of their work.

For headmasters to be successful in their function they must be good
psychologists with emphatic behavior — ability to understand the position and
experiencing of others (school employees, legal guardians of pupils), understand
their problems, help them in solving difficulties. In connection to the tasks,
headmasters should be responsible, tireless, initiative. Application of consistency
puts high demands on their own work as well as on the whole team work. If they
want to be challenging to the teachers, they must be challenging to themselves first.
Requirements for the work of teachers should be real and attainable. In fulfilling
these requirements consistency should be demonstrated. If the headmaster is not
consistent, is superficial or benevolent in fulfilling or controlling the fulfillment of
the assigned tasks, the school work becomes disorganized and the headmaster's
authority decreases (Mikldssy, 2008).

By means of communication, all managing functions of headmasters are carried
out, ensuring that the governing body intentions are fulfilled, general mandatory and
school regulations observed, pedagogical and organizational directions and internal
school norms and directions applied. According to Pasterndkova (2008),
communication of school headmasters should be:

1. Comprehensible, concrete, characterized by high level of speaking and writing
culture.

2. Speaking should be fluent, concise, with exact terminology and schema.

3. During each verbal communication appropriate tone should be used.

4. They should be able to listen to the opinions of others willingly and without

interruptions.

5. They should create a feeling of safety and trust for the teachers as well as

motivate them to work.
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6. They should adhere to the principle of individual and differentiated approach

to each teacher and pupil.

7. They should avoid supercilious behavior, threatening, offering unsolicited

advice, vagueness of speech, keeping secrets, reproachful words.

8. Their communication should adhere to the principles of assertiveness.

9. They should exactly define their intentions and ways they evaluate a situation,

what they think about it and how they experience it.

According to Cap and Mare§ (2001), social intelligence is a common term for the
character and all moral aspects of personality of teacher as well as school
headmaster, moral aspects of their life and advancement. Advancement and forming
of these pedagogic personality aspects are developing as complicated processes of
socialization, interaction with environment and internal changes and autoregulation.
An individual needs to gain experience in the area of communication and interaction
among persons who are relatively close to him/her (social status, advancement of
intellect etc.). It is necessary to become acquainted with them, meet them, solve
conflicts, and all of it in the name of cooperation and team sustainability without
which he/she cannot satisfy the important needs. In development of personality,
even favorable personal relations models are important.

Social intelligence is a significant factor of determination of human behavior
primarily in social situations. For its definition at the theoretical as well as
methodological level we may specify several concepts and approaches. From the
point of view of the presented research, social intelligence was investigated as a
multidimensional, performance personality trait charged neutrally from the
viewpoint of ethical context.

Methodology

The respondents of the presented research were the headmasters of primary and
secondary schools from Presov and Kosice (Slovakia). The research file consisted of
81 respondents (20 men and 61 women), aged from 27 to 68 years, with average age
of 49.7 years. The school headmasters received during education of managers at
MPC in PreSov via their lectors a testing battery, which they were to fill out in 10
days. The testing battery contained these methodologies: social intelligence — TSIS
scale, and machiavellism — MACH IV. The results were processed in the statistical
program SPSS 18, and for calculations Spearman’s correlation coefficient was used.
In the research the following methodologies were used:

TSIS (The Tromso Social Intelligence Scale) — scale for measuring social
intelligence (Silvera, Martinussen and Dahl, 2001). By means of the TSIS
questionnaire it is possible to specify three subscales of social intelligence as a
performance trait, whereas each of the subscales creates 7 items of the questionnaire,
therefore there is a total of 21 items:

e st subscale: Social information processing — SP (I can predict behavior of

other people),

e 2nd subscale: Social skills — SS (I get around in social situations easily),

o 3rd subscale: Social awareness — SA (People are frequently surprised by what

they do themselves).
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Authors introduce Cronbach's alpha values for particular subscales as follows: SP

—0.79; SS — 0.85; SA — 0.72 (Silvera, Martinussen, Dahl, 2001). The items are
evaluated on a 7-point scale, where 1 means “it represents me very weakly” and 7
means “it represents me very well”. In the research conducted in Slovakia
(Baumgartner, Vasilova, 2005), the Cronbach's alpha values for individual subscales
were SP — 0.82, SS — 0.74, SA — 0.74 and for whole scale the Cronbach's alpha =
0.84. In our research, for particular subscales the following Cronbach's alpha values
were calculated: SP —0.77, SS — 0.75 and SA — 0.69.
The presented findings prove the satisfying level of internal consistency of the
individual subscales of the TSIS methodology in the conditions of development of
this methodology as well as in relation to the Slovak respondents. The data were
processed by means of the statistical program SPSS 18 with the use of univariate
analysis of variance.

Mach IV — machiavellism (Hunter, Boster, Gerbing, 1982). The test includes 20
statements related to the personal opinions of respondents on relationships,
situations, strategies and values among people. The answers are on Likert scale from
,,1 — absolutely disagree* to ,,5 — absolutely agree ). Persons, who receive in the test
61-100 points, are defined as ,,High Mach®. Up to 59 points inclusively, they are
defined as ,,Low Mach* and the score of 60 points identifies persons with an average
score in machiavellism. In the Mach IV methodology four components of central
dimensions of machiavellism were defined: blandishments; deceit and lie; immoral
behavior and cynicism (Hunter, Boster, Gerbing, 1982).

Results

Analysis of the gained data was aimed at identification of interconnections among
the components of social intelligence measured by the TSIS questionnaire and the
selected manifestations of machiavellism in the behavior of headmasters measured
by the MACH IV questionnaire. Table 1 illustrates the aforementioned correlations
between the components of social intelligence and manifestations of machiavellism
in the behavior of headmasters.

Table 1 Correlations between the social intelligence components (TSIS) and machiavellism
(MACH IV).

Sp SS SA
Blandishments A419%* -.253% -.616%*
Lie and deceit .330%* .249%
Immorality - 417%* -.536%*
Cynicism 448* -.288* -.516%*

** p<0.01, * p <0.05,
SP — social information processing, SS — social skills, SA — social awareness
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Results of the presented research confirmed the existence of several statistically
significant correlations between the social intelligence factors and machiavellian
manifestation in the behavior of headmasters.

Social information processing correlated positively with blandishments
and cynicism and negatively with immoral behavior. It means that the higher the
level of social information processing by headmasters, the higher the level of
blandishments and cynicism. Contrarily, with an increasing level of social
information processing, the occurrence of manifestations of immorality was
decreasing.

Social skills correlated positively with lie and deceit and negatively with
blandishments and cynicism. The presented correlation coefficients prove that the
higher level of headmasters' social skills corresponds with the higher level of
manifestations of lie and deceit in their behavior. On the contrary, the higher the
level of social skills of these managers, the lower the occurrence of manifestations
of blandishments and cynicism in their behavior.

Social awareness statistically significantly correlated with all the studied
attributes of machiavellian manifestations in behavior. A positive correlation was
detected in relation to lie and deceit. Negatively presented characteristic of social
intelligence correlated with the manifestations of machiavellism specified as
blandishments, immorality and cynicism. It means that the school headmasters who
had higher scores in social awareness used in their behavior lie or deceit more
frequently. Contrarily, the mentioned higher scores in the case of social awareness is
related to the lower occurrence of manifestations of blandishments, cynicism
and immorality.

The school headmasters, who have no problems to interact and behave in social
situations (with a higher level of social skills) and at the same time are not surprised
by the behavior of other people (with a higher level of social awareness), use in
more cases lie and deceit in their behavior, which is perhaps because they know how
to disguise this way of behavior adequately. For their behavior it is also typical that
they do not use blandishments and cynicism, apparently because they do not need to
use these forms of behavior for their own success or recruitment of collaborates.
Different is an image of headmasters, who know how to process social information
in an appropriate way and are able to predict the behavior of other people. They
contrarily use more blandishments and cynicism in social situations, apparently
according to the appropriateness for a particular situation.

Conclusion

Wilson, Near and Miller (1996) in their analyses of nine different studies found
out that there does not exist any link between machiavellism and general
intelligence. Their analyses of other studies also revealed that unethical tactics of
machiavellists lead rarely to success in the real world. Positive correlations between
machiavellism and success depend on the context of a situation.

In the research on interconnection among the factors of social intelligence and
factors of machiavellian intelligence, which was conducted by Frankovsky and
Birknerova (2012), a correlation was detected between the higher level of cynicism,
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using lies for own benefits, and the higher level of ability to persuade others and use
them for one's own benefit, to know how to manipulate them. Simultaneously the
higher level of cynicism correlated with the higher level of social irritability. It is
necessary to note that the social intelligence factor of empathy and the machiavellian
intelligence factors of blandishments and immorality did not correlate significantly
with any factor. In this context the authors pointed out the absence of negative
correlation which would be expected if social intelligence was perceived as an
ethical category.

Results of the presented research confirmed the significance and meaningfulness
of regarding social intelligence as an important personality trait of school
headmasters, which significantly participates in influencing the forms of behavior of
these managers. These results simultaneously confirm the justification of regarding
social intelligence as an individual category as compared to the general intelligence.

Manifestations of cynicism or blandishments are definitely more frequent in the
case of headmasters with a higher level of social information processing and less
frequent in behavior of headmasters with a higher level of social skills and social
awareness. Therefore they are related rather to the cognitive aspects of social
intelligence. Contrarily, the manifestations of lie and deceit correlate significantly
with the higher level of social skills and social awareness of these managers.

The presented findings at the same time prove our knowledge about social
intelligence in the sense that social intelligence is not an ethical category
(Birknerova et al., 2009, Kosmitzki, John,1993, Kaukiainen et al., 1999).

On the basis of the presented results, social intelligence may be regarded as a
significant predictor of managerial behavior of school headmasters. The presented
findings must be interpreted in the context of other personality qualities of these
headmasters as well as in relation to others, such as machiavellian manifestations of
their behavior. These are also the issues to be addressed in other possible studies in
this area.

Summary

V prispevku venujeme pozornost socialnej inteligencii, ktor povazujeme za
vyznamnu a dblezitt kompetenciu manazérskej prace riaditelov $kol. Tato
kompetencia suvisi s efektivitou ich prace azaroven moze byt aj jednym
z dolezitych prediktorov pri vybere l'udi na pracovné pozicie riaditelov $kol.
V prezentovanom vyskume sme socidlnu inteligenciu skimali v kontexte
machiavellizmu, resp. machiavellistickych prejavov v spravani tychto manazérov.
Vysledky nasho vyskumu potvrdili vyskyt vyznamnych suvislosti medzi atribitmi
socidlnej inteligencie  a vybranymi machiavellistickymi prejavmi v spravani
riaditel'ov $kol. Z hladiska etického kontextu sme potvrdili predpoklad, ze socialna
inteligencia nie etickou kategoriou.
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Juraj Tej

PERCEPTION OF THE REGIONAL SPECIALTIES BY
THE SLOVAK POPULATION IN THE TOKAJ WINE REGION*

VNIMANIE REGIONALNYCH SPECIALjT OBYVATELMI
SLOVENSKEJ STRANY TOKAJSKEJ VINNEJ OBLASTI*

Abstract: Regional development is necessary for the progress and growth of a
country in the areas which are specific for the region. Specific features form also
regional specialties which need to be managed properly to assist tourism of the
region. Tokaj region, regarded as exceptional in terms of the universal value of the
area and production of wine, belongs to the category of natural and cultural
heritage. Points of the regional interest are questions concerning the management of
regional specialties in the South Zemplin in the context of wine products and the
possible local-patriotism of population. We surveyed the relationship between the
local anchoring respondents (local-patriotism) and their opinions on the
management of regional specialties with emphasis on Tokaj wine and opinions on
the level of promotion and communication. The respondents strongly criticized
management of regional specialties and also their promotion. They require a higher
level of management of regional specialties within a higher level of promotion and
communication. In the Tokaj region they appeal to increasing of professionalism
and expertise of the personnel offering regional wines.

Key words: management of regional specialties, Tokaj wine region, Zemplin,
development, wine

Klucéové slova: manazment regionalnych Specialit, Tokajska vinna oblast, rozvoj,
vino

*The study was supported by the project KEGA No. 017PU-4/2013 Networking of
selected components of faculty structures.
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Introduction

Regional development is necessary for the progress and growth of a country in the
areas which are specific for the region. Regional specialties create specifications
necessary to manage properly to help tourism of the region. The Tokaj area as part
of the Zemplin region has a big potential in the field of viniculture and wine. The
Tokaj region, regarded as exceptional in terms of the universal value of the area and
production of wine, belongs to the category of natural and cultural heritage. It
combines the use of natural resources and conditions of the country in provides
innovative products. It needs integrated protection and enhancement of this area to
preserve the classical technology of wine production and strong attention.
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Regions are contingent on economic growth and competitiveness, which is
associated with the overall quality of life dependent on the ability of regions to
create new knowledge, implant it into social practice and commercially evaluate it in
the form of best innovation [4, 2006, 55]. Systematic creative development of the
region, usage of the natural, economic, historical, social and human potential of the
region contributes to a supply, which makes out of the region an attractive area for
residents, for business, but also for visitors and tourism. The products of the area in
the strict understanding are mainly products of the region as a result of the
productive activities of people. This includes a wide range of tangible and intangible
outputs for the needs of the region, as well as consumption in other territories.
Special place in the regional product mix belongs to the group products represented
by the regional specialties. These are products typical for the region, whose
uniqueness lies in the originality of the territory. These products reflect the
peculiarities of the region, materialize the idea and use specific skills of the
population. Thematically, they are based on regional traditions which rely on the
period experiences, habits, but mostly on the real conditions of the material area
base and jobs opportunities and the experiences created by historical development of
the region. When analyzing the product policy, as part of the marketing mix, we can
in general divide the product mix of regional specialties into several product groups:
[9,2011, 72]
e food - gourmet products,
o utility products
e souvenirs,
e services,
e regional events [3, 2004, 94].
Gourmet products represent in the minds of consumers the most frequent regional
specialty. Regional specialties, such as ready-made food products, include alcoholic
and non-alcoholic beverages. Utility products range from its origin to the work skills
and activities of the inhabitants of the region in ancient history. These are usually
the products of craft made from the materials of the region. Souvenirs characterize
the region and represent a wide range of products. A special group consists of folk
artists of the region. Services are a special offer of each region, but that is a small
group of regional specialties such as hiking trails, tasting as part of programme for
visitors, regional events. Birova [3, 2004, 92] formulates ideas for creating products
known as regional specialties from the options, respectively the criteria of regional
specialties such as:
e the original recipes and production processes,
e historical connection to the region,
e natural conditions of the regions,
e specific features of producers.
Concepts in the production of regional specialties preserve cultural heritage and
historical procedures. Individual ideas of Slovak producers who use unrepeatable
natural conditions in the region create a presumption for production of products with
unmistakable characteristics. Individual natural resources are becoming part of the
production procedure, because due to its features they bring taste, smell, etc. This is
33



also characteristic for the Tokaj wine. Within the concept of regional specialties we
encounter the expert community and understanding of gourmet specialties (see e.g.
[12, 2014, 1], [17, 2000, 2], [13, 1996, 185-186]) but also other values of cultural
heritage (e.g. [18, 2013, 1], [19, 2014, 1], [14, 2011, 324]).

The concept of management of regional specialties, according to Kretter [9, 2011,
72] and Birova [3, 2004, 94], can be secen in the current period as part of an
integrated management approach in the context of tourism. According to these
authors, integrated management is an "instrument for the tourism development
coordination [and] is ensured by conceptual and strategic development documents in
two basic dimensions (national, regional)" [10, 2005, 8].

A new way of how to coordinate and manage tourism in the region is integrated
management, which is based on the respect for interests of the local self-
governments, local population, businesses, as well as tourists. Integrated
management is a strategy of cooperation upon which the development of the Slovak
Tokaj region is dependent, including the talent development [5, 2013, 143]. This is
also linked to new approaches to business ethics in tourism [2, 2012, 35].

In the Zemplin area, growing of vine has a long history — since the 2nd century a.d..
the name Tokaj comes from the old Slavonic "Stokaj" which means ,,confluence of
the Tisa and Bodrog rivers®. On the slopes around there were vineyards, of which
the Hungarian commander Turzo reported back to the prince Arpad in the 3rd
century. After the Tatar invasion in 1241, the vineyards were destroyed and villages
burned. King Belo 1V. called for the Italian colonists, who settled in the depopulated
areas of the country, participated in the reconstruction of the economic life and made
vineyards. Italians, except for the new technology of wine production, have also
brought new grape variety — Furmint. During the area of the king Matthias Corvinus,
medieval royal cities purchased quality wines [8, 2001, 20].

Material and Methods

Our concern were the questions concerning the management of regional specialties
in the South Zemplin area in the context of wine products. For data collection a
questionnaire method was used, based on the snowball selection method. The basic
sample consisted of the South Zemplin residents, which was a set of 119 adult
respondents, with 84.4% of returned questionnaires; the selection method —
snowball. The number of inhabitants of the region (including children) is 3 831. The
basic problem of the survey questions were: What is the opinion of respondents on
the level of regional specialties management and what is their local-patriotism
relationship to them, especially the wine in the Tokaj region. The respondents
answered to the closed questions in a four-step scale, the open questions were not
limited. Basic features of the sample were mostly elements of local anchors in the
southern Zemplin (place of birth and residence). The survey was conducted in the
Tokaj region in the summer holiday period of 2013.

The following statistical methods were used: exploratory data analysis (EDA) and
multiple correlation analysis. To verify the research problems and variational
analysis, a typical t-test of two independent selections and Mann-Whitney
nonparametric and exact binomial test were used.
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Results and Discussion

The Tokaj area, where wine is produced, is an important recreational destination of
tourism in Slovakia. Tourism and wine trade contribute significantly to the
economic potential of the region. The region has created the conditions for
recreation especially near water. Recreation centers have built a comprehensive and
functional infrastructure. Developed agrotourism and rural tourism is linked to the
local cultural, historical and natural attractions, traditional crafts, local food
specialties and unlimited access to packages of services and products.

As an example we can use the winery in the village Mala Tima with its
achievements. Winery of Macik family — Tokaj Macik Winery, Ltd. — is a young
progressive family-owned company that continues the family tradition in the
production of Slovak Tokaj wine, which has a rich tradition of winemaking in the
region. It was established in 2000. Today, two generations of winemakers interact in
the center of Slovak Tokaj, where directly in the winery they provide above-
standard services to its customers. Annually, they produce more than 200,000 bottles
of wine. Outside the pension, the family successfully deals also with gastronomic
specialties and their connection with the wines. They serve Zemplin specialties to its
guests in the wine house right after degustation. A full range of Tokaj wine varieties,
a new luxury hotel, a restaurant with two traditional rooms and a medieval tufa
cellar designed not only for wine tasting and tours, as well as their private archives
are all attractions for the domestic and foreign tourists. Producers who deal with
Tokaj wines in the Zemplin region are J & J Ostrozovi¢, VINO VDOVJAK — Ing.
Jozef Vdovjak a Zlaty strapec, Galafruit & CO, Ltd., Chateau Vinicky, SANPO
Ltd., Tokaj & CO, Ltd., Tokajska spolo¢nost’. The youngest of these wine producers
in the region is Tokaj Macik Winery, Ltd.

A statistical analysis revealed the key importance of communication of regional
management in terms of regional specialties, including wine, with the inhabitants.
We are aware of some distortions caused by using "soft" data, as in the examination
of topics the "hard" data were not available. To understand the thinking of the
respondents, it is necessary to know their characteristics (Figure 1).
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Figure 1 Characteristics of the survey sample

Composition of the sample according to the birth place — South Zemplin

HYes
HNo

Composition of the sample according to the residence — South Zemplin

WYes
HNo

Source: own elaboration

The level of management in the field of development and support of regional
specialties was solved on the basis of the respondents’ residence. Differences in the
group variable T5 were tested by a t-test and the nonparametric alternative — Mann-
Whitney test. We assumed a convergence of the respondents’ opinions on the
significance level alpha = 0.05. The results of the first research problem are shown
in Table 1.

Table 1 First research problem results — Level of management and support of regional specialties

Variables t-test Mann-Whitney test

born |tvalue| p value | U value | p. asympt. | p. exakt

Level of management | in region
of regional specialties | ' . | 2287 | 0.024 | 1184 0.021 0.020

region

Source: own elaboration

Parametric and non-parametric values of the test are below the level of significance
alpha = 0.05 test. We compared the averages and average orders of the non-
parametric test, they were significantly different. We can say that the respondents'
opinions according to their residence on the level of regional specialties
management differs from the one according to their place of birth. Identical results
were achieved also in evaluation of the respondents’ residence.

Similarly we evaluated the respondents’ opinions on the regional specialties
promotion (Table 2).
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Table 2 Second research problem results — Level of regional specialties promotion

Variables t-test Mann-Whitney test
born |tvalue| p value | U value | p.asympt. | p.exakt
. in
Level of regional .
. . region
specialties promotion -2.571 | 0.011 1281,5 0.013 0.014
out of
region

Source: own elaboration

Parametric and non-parametric values of the test are below the level of significance
alpha = 0.05 test. We compared the averages and average orders of the non-
parametric test, they were significantly different. This again shows that the
respondents' opinions on the level of promotion vary by place of birth. In the next
procedure we used the multiple correlation analysis (Figure 2)

Figure 2 Mutual relations amongst management of regional specialties, level of promotion
management and level of communication between managers and inhabitants
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Source: own elaboration

It is a multiple correlation with statistically significant correlation coefficients
ranging from 0.59 to 0.72 which represent a significant correlation. We can say that
communication of managers with inhabitants is crucial because of the way the
respondents evaluate management of regional specialties and level of their
promotion. Multiple correlations indicate that management of promotion has also a
high correlation with the management of regional specialties. For a particular
management practice in the region, this suggests that the effectiveness of
communication and promotion can also be increased by creating synergies.
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The previous results can be extended to the respondents' opinions on evaluation of
regional specialties support from the viewpoint of self-governing management of the
Tokaj region. The results in Table 3 indicate a negative level of opinions of
respondents in all groups of regional specialties (58.8% - 79.3%), only the level of
regional events gained a positive assessment (57.6%).

Table 3 Level of management and support of regional specialties

Very Weak Sum of | Good Very Sum of
weak weak good good
(n) (n) (%) (n) (n) (%)
Gourmet products 17 53 58.8 45 4 41.2
Utility products 22 63 72.0 32 1 28.0
Souvenirs 31 61 79.3 22 2 20.7
Services 17 57 63.2 39 4 36.8
Regional events 11 39 42.4 56 12 57.6

Source: own elaboration

The respondents evaluated the level of promotions management as weak or very
weak. As weakest they evaluated promotion focused on foreign tourists, where
promotional materials in a foreign language, signs and navigation in a foreign
language and overall promotion of the region specifically aimed at foreign tourists
are completely missing. They see a solution to this situation mostly in better
utilization of human potential and in the need for better and more competent
managers. It is also necessary to improve the promotion of the region using
electronic media and social networking. It would as well help to involve young
people and secure an inflow of money into the region.

Since the most famous regional products and the major regional specialty is Tokaj
wine, we present the opinions of the respondents to its promotion (Table 4).

Table 4 Level of promoting wines from the Tokaj region

Very | Weak | Sumof | Good Very | Sum of
weak weak good good
(n) (n) (%) (n) (n) (%)
Originality of bottles 5 14 16.0 64 36 84.0
Packaging, design 4 15 16.0 67 33 84.0
Sufficiency of local wines
varieties offer according to 3 26 24.8 55 33 75.2
the customer's solvency
Diversity of local wines 5 16 17.9 61 35 82.1
offer
Whether restaurant
facilities offer enough local 9 58 56.8 44 7 43.2
wines

Source: own elaboration
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The respondents regarded originality of the wine bottles, packaging and design as
the best type of promotion. 84% of the respondents evaluated it as good or very
good. 75.2% of the respondents considered also the level of price offer variability to
be good and 82.1% of the respondents evaluate positively the variety of wines. The
level of local wines offer in the restaurant facilities was rated by 56.8% of the
respondents as poor. When shopping for the local wine, the respondents take into
consideration the criteria mentioned in Table 5.

Table 5 Criteria taken into consideration when buying wine

Yes No P value Statistical

(n) n) significance
Brand 98 20 0.830 yes
Taste 116 3 0.983 yes
Price 82 35 0.700 yes
Recommendations of friends 80 37 0.683 yes
Recommendation of a sommelier 71 45 0.612 yes
Recommendation in restaurants 51 65 0.560 no

Source: own elaboration

On the basis of an exact binomial test, where we compared frequencies of the
answers ,,yes“ against ,,no“, we can say that the respondents prefer selection of wine
by brand, taste, price, friends’ advice and recommendations of a sommelier. They do
not prefer mere recommendations from restaurants. We tested the proportions of 0.5
and the significance level alpha = 0.05 in the test. This findings correspond also with
the findings from the open questions about improving the visibility of the Tokaj
wine — increased professionalism and erudition of staff offering the regional wines.
The respondents consider wines from the Tokaj region to be legitimate for the
regional specialty, and they rate them as of more quality in comparison to the wines
from other regions. In order to exploit the potential of the Tokaj wine it is still
necessary to improve the promotion. Tastings would help as well as offering
regional wines at special events, developing the Tokaj wine roads and building
similar thematic tourism products. However, it is definitely necessary to improve the
services and knowledge of the restaurant facilities personnel in the sommelier area,
which are rated as unsatisfactory.

Conclusion

Poor communication makes a poor assessment of the respondents in almost all areas
assessed. The level of self-government communication in the Tokaj region with the
inhabitants regarding the management of regional specialties is according to the
respondents weak or very weak. Such a low level of communication is reflected in
the weak evaluation of the level of support for regional products, culture, services,
levels of promotion and the Tokaj wine. The level of regional products support from
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the viewpoint of regional management is also rated as poor. Only support for the
traditional folklore development was evaluated as good by more than a half of the
respondents.

The Tokaj wine is a historically created brand that is well known within the region,
in the whole country as well as in Europe. Nevertheless, in connection with the area,
a strict regional approach is necessary from management to attract tourism
participants to the region, who would consume the wine products and attend many
attractions in the form of festivals, hiking trails, bike routes and a peaceful natural,
rural environment.

Summary

Regional development is necessary for the progress and growth of the country in the
areas specific for the region. Specific features consist of regional specialties which
need to be managed properly to assist tourism of the region. The Tokaj region is
regarded as exceptional in terms of the universal value of the area, and production of
wine belongs to the category of natural and cultural heritage. Points of the regional
interest are questions concerning management of regional specialties in the South
Zemplin in the context of wine products and the possible local-patriotism of
population, therefore the perception of inhabitans as well as the natives was also
closely studied. The survey results confirmed a significant critical opinion of
population on the management of regional specialties and their promotion. The
respondents consider communication from the side of management, propagation of
products including the Tokaj wine, but also services and knowledge of personnel in
the restaurant facilities in the sommelier area as very weak. The Tokaj wine is a
historically created brand that is well known in the region, the whole country as well
as Europe. It is necessary to activate self-governing managements in the Tokaj
region to intensify activities related to the promotion and communication in tourism
on a local, national and international scale.

Sthrn

Pre vyvoj a rast krajiny je potrebny rozvoj regionov v oblastiach, ktoré s pre neho
$pecifické. Specifikum tvoria aj regionalne $peciality, ktoré je potrebné spravne
manazovat, aby napomahali cestovnému ruchu regionu. Tokajska oblast’ je
povazovana za vynimoc¢nu z pohladu univerzalnej hodnoty tzemia a vyroba vina
apatri do kategorie prirodného a kultirneho dedi¢stva. Predmetom zaujmu su
otazky tykajuce sa manazmentu regionalnych Specialit v oblasti juzného Zemplina
v kontexte vinnych produktov a mozny lokalpatriotizmus obyvatelov, preto bolo
vnimanie skimané tak u obyvatel'ov ako aj u rodakov.Vysledky prieskumu potvrdili
vyrazny kriticky ndzor obyvatelov na manazment regionalnych Specialit a ich
propagaciu. Za velmi slabti povazuju komunikdciu zo strany manaZmentu,
propagaciu produktov vratane Tokajského wvina, ale aj sluzby a znalosti
obsluhujuceho personalu v reStauracnych zariadeniach v oblasti someliérstva.
Tokajské vino je historicky vytvorenou znaCkou, ktora je v regione, krajine
i v Europe dostatocne zndma. Je potrebné aktivizovat' samospravna manazmenty
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v Tokajskej oblasti aby zintenzivnili ¢innosti spojené s propagaciou a komunikaciou
v turizme lokalnom, ndrodnom i medzinarodnom meradle.
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DETERMINATION OF COST OF EQUITY FOR SELECTED
ENTERPRISES OF THE ENERGY INDUSTRY APPLYING THE
CAPM MODEL AND ITS COMPARISON WITH THE MODEL
WITH GRADUAL COUNTING RISK PREMIUM*

STANOVENIE CENY ZA VLASTNY KAPITAL MODELOM
CAPM PRE VYBRANE PODNIKY ENERGETICKEHO
PRIEMYSLU A JEHO KOMPARACIA SO STAVEBNICOVYM
MODELOM*

Abstract: This contribution is devoted to the issue of calculating Economic Value
Added, as one of the most important business performance evaluation indicators. It
elaborates and analyses business value calculation inputs as well as inputs for
calculating Cost of Equity. The mentioned issue was solved mainly by application of
Capital Asset Pricing Model and Model with Gradual Counting Risk Premium. The
analysis of the research sample revealed that the calculated Cost of Equity is the
highest when applying CAPM model and r; Slovak government bonds. Therefore for
this Cost of Equity we have achieved the worst values of the EVA indicator.
Applying the Model with Gradual Counting Risk Premium we obtained an unstable
and fluctuating development of Cost of Equity and consequently the values of the
EVA indicator. We concluded that the most appropriate model to quantify the Cost
of Equity is the CAPM model with the application of ry_US 10 — year treasury bonds.
The most difficult issue in this model was the determination of risk premiums. Risk
premium of several authors, who are devoted to this issue, do not correspond with
achieved possibilities in Slovakia. Conclusion of this paper consists of
recommendations for modification and application of an appropriate model for
calculating the Cost of Equity.
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Value Added
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Theoretical basis of Cost of Equity determination in calculating the EVA
indicator

EVA indicator is widely used in today's business practice to determine the value of
the company as well as for the evaluation of enterprise performance. To calculate
this indicator, it is necessary to determine Cost of Equity. For this purpose several
methods are used, while the Slovak businesses especially apply Model with Gradual
Counting Risk Premium. This calculation is focused on evaluation of corporate
governance risk premium and does not take into account systematic risks that
evaluate risk of economic development and macroeconomic variables. Therefore it
is necessary to supplement risks accepted by Model with Gradual Counting Risk
Premium by systematic risks. In this case the CAPM model in its modification for
calculating Cost of Equity seems to be a good solution.

In current practice of financial management in the Slovak Republic the
determination of Cost of Equity was not so common. The use of Equity for
financing business needs is not for free. Cost of Equity estimation expresses
expected owner's rate of return with respect to the degree of risk associated with this
investment. It is extensive issue, which encompasses a number of implications.

To determine the Cost of Equity several methods can be used:

B Dividend Discount Model based on the assumption that the price of Equity
invested as the shares are dividends, which are the required rate of return of
investors — this model can be used when dividends are paid,

B Capital Asset Pricing Model (CAPM) — this model identifies Cost of Equity
with rate of return of business Equity investments and is based on the
behaviour of the investors in the market - we will mention this model below,

B Model with Gradual Counting Risk Premium, which we can apply in our
market conditions, risk-free rate of return is raised by the risk premium -
usually as the sum of individual risks,

B Model with Gradual Counting Risk Premium of Garnett and Hill,

B Complex model with Gradual Counting Risk Premium of Marik
and Marikova,

B Cost budgeting based on risk analysis, this calculation takes into account
specific business risks such as the risk of incorrect business management,

B Cost budgeting based on average profitability, where Cost of Equity is
identified with return on Equity — in the Slovak Republic this approach is
significantly influenced by tax policy,

B Derivation from the cost of Debt, costs are derived from the price of Debt,
the price of Debt is raised by the risk associated with longer binding of Equity
and higher risk of the owner,

B Cost determination based on the average profitability of the industry.

The Capital Asset Pricing Model (CAPM) and its historical background
Procedure for determining Cost of Equity based on the CAPM model is the most
appropriate from all above mentioned methods. However in our business practice is
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hardly applicable due to the unavailability of the data entering the model. In addition
this model does not accept unsystematic risk which is also known as idiosyncratic
risk or diversifiable risk.

When calculating the Cost of Equity, this model is not used in its original format as
it was processed by J.Treynor (1961, 1962), W.Sharpe (1964) and J.Lintner (1965).
These authors published articles about the CAPM model, which were processed in
articles and publications of H. Markowitz who dealt with the portfolio theory and
risk diversification. W. Sharpe, H. Markowitz and M. Miller shared the Nobel Prize
for the application of CAPM model.

CAPM method is based on so-called security market line (SML), which derives the
median security return from expected risk-free rate of return and the average risk
premium on capital market.

The CAPM is a model for pricing an individual security or portfolio. For individual
securities, we use the security market line (SML) and its relation to expected return
and systematic risk (beta) to show how the market prices individual securities in
relation to their security risk class. The SML enables us to calculate the reward-to-
risk ratio for any security in relation to that of the overall market

The expected return on the capital asset can be written as:

E(r) = ry + B*[E(ry) - (1]
where

B r; - risk-free rate of return, return on treasury bills
B B - beta coefficient — risk rate or volatility of stocks in the market. It
measures systematic risk of the asset, while B = 5 means that given asset is 5-
times more risky than market average. B is defined as the covariance between
return on the asseti(r;—r ¢ )( ro—r1 ) and return on market portfolio and
is divided by variance of the return on market portfolio. Variance is expected
value of the square of the deviation from the expected return (r , — 1 ;¢ )2.
Beta coefficient can be also calculated as volatility of stock price multiplied by their
correlation or the degree of common movement with the market. Calculation of this
coefficient is based on the volatility of the stock and the market and correlation
between them. While the volatility means exchange rate variability, correlation is
a measure of common movement with the market. Low correlation may significantly
affect the high volatility and transform high-risk stocks to low-risk ones. This causes
that the owner takes a lower price per share, while the risk is high.

B = I(im*si/sm [2]
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Kin — correlation coefficient between return on security ,,i* and return on market
portfolio ,,m",

Si —risk of asset ,,i“, expressed by standard deviation,

Sm — risk of market portfolio ,,m", expressed by standard deviation.

B E(r,) — expected market return - the mean expected return on the securities
market (for example mean average of market index DJIA).,

B [E(ry) — rf] — Equity premium indicates how much is the expected return on
stocks in the market higher than the return on risk-free investment.

Applying CAPM in calculating the Cost of Equity

In the Anglo-Saxon countries the CAPM model represents most frequently used
model for calculating the Cost of Equity. In this paper, the modified CAPM model,
used to calculate the Cost of Equity in the Czech Republic and the Slovak Republic,
is applied. The most common method of its calculation states Maftik (2003). This
modification arose from the need to adapt CAPM model for the businesses valuation
in these countries due to the incompleteness of the CAPM model. This model does
not take into account risk level of the business in relation to its size due to possible
restrictions of securities negotiability, to the risk resulting from uncertain future of
the business and due to other specific risks.

E(ri) =TIt + B*[E(rm) - l'f] + Rl + Rz + R3 + R4 +R5 [3]

R, - premium for country risk

R, - premium for market capitalization

R; - premium for limited liquidity

Ry - premium for companies with uncertain future
Rs - premium for specific risks

To calculate Cost of Equity we apply shortened version of modified CAPM model
Matik (2003), Damodaran (2014).
re=r;+ B *ERP + CRP [4]

re - Costof Equity,

It - risk- free rate of return, US 10-year treasury bonds; in the case of the
Slovak republic, alternatively, we can use Slovak government bonds
(www.nbs.sk),

Bu - unlevered beta; investment or sector-specific risk for correlation to the
market,
B. - levered beta; unlevered beta adjusted to levered beta with the use of

Debt of particular business, for which coefficient beta is computed.
When we calculate 3 for businesses, the shares of which are not traded
on the stock market, we use an analogy with similar business.

Br=Pu* (1+(1-t)*(d/e)) [5]
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Equity beta (levered beta) = unlevered beta (1 + (1- t) (Debt/EquityRatio))

d - Debt
e - Equity
t - Tax

ERP - Equity risk premium (in the Slovak Republic used as RPT) is the return on
market portfolio with respect to its risk, compared with expected return and risk of
risk-free tangible assets, i.e. government bonds. It regards the difference in return on
the market portfolio, i.e. shares on the capital market and average return on
government bonds.

CRP - Country risk premium (in the Slovak Republic used as RPZ) given by the
product of Equity volatility and rating-based default spread. Subsequently the risk
premium is adjusted for country inflation.

The Model with Gradual Counting Risk Premium

When calculating the Cost of Equity the Model with Gradual Counting Risk
Premium can also be applied. This model is currently the most commonly applied
model for determining Cost of Equity in the Slovak Republic (www.dominanta.sk).

This approach is applied in case of inefficient capital market and representative
composition of the index, while the change in the index reflects changes in
fundamental factors.

Among the fundamental factors influencing the level of risk belong (applicable in
our conditions):

e Return on Assets (ROA) which puts Earnings before interest and taxes (EBIT)
produced by the enterprise in proportion to business total capital or total
assets. This indicator states value of the output, which is the business capable
to produce, regardless of who will receive this output. The higher ROA is, the
lower is the risk. Probability that the business deals with operational leverage
is greater.

e Business size, measured by the amount of Equity, is also risk indicator. The
higher the business Equity is, the greater is its power of negotiation. Small
businesses ownership is associated with greater risk. When selling a small
business, seller usually has to wait for a long time for an acceptable offer.

¢ Indebtedness, expressed as the ratio of Equity to gross capital, plays an equally
important role. The lower the share of foreign capital is, the greater is the
probability that business pays fixed costs associated with capital and the
higher amount remains to business owners. The lower the share of foreign
capital is, the lower is the risk premium resulting from capital structure.

¢ The last fundamental factor is Current Ratio, which expresses the ability to pay
business short-term obligations through the financial assets and receivables.
This indicator evaluates the financial risk of the company.
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Based on the values of these indicators, the risk premium, which is added to risk-
free rate of return, is calculated.

Knowledge of profitability, which corresponds to risk, enables to recalculate the
amount of profit, which the owner lost because he did not invest in alternative
equally risky investment. It represents the Cost of Equity. As far business net profit
is lower than Cost of Equity, the entrepreneur did not achieve for his capital as much
as he could earn elsewhere with the same risk. If business produces higher profit
than Cost of Equity, it generates economic profit — EVA.

Cost of Equity is given as the sum of risk-free asset and risk premium.
nvk =r;+ PR [6]

Iy - risk-free rate of return (of government bonds, respectively short-term
government bonds),

PR - risk premium.

Based on empirical research on ,,Three Factor Model“ (Fama, French, 1992) the risk
premium is defined as follows:

PR =r,* 1, [7]

r, - risk premium for lower liquidity of the stocks in the market. Its value is
influenced mainly by the possibility of trading shares on the market, business size
and the size of owner's Equity share,

Ip - risk premium for business future, its value is designated by factors
determining the perspectiveness of the enterprise.

The expression of the risk premium may be inspired by an assessment of rating
agencies. But it is necessary to take into account the fact that rating agencies
evaluate the risk with respect to creditors, it means whether a business is able to
fulfil obligations towards its creditors. Results and procedures of rating agencies will
help us in determining the Cost of Equity. Rating appreciates the risks of company
business plan. These are exactly the same risks that are taken into account by
owners (business and financial risk). The view of the owner and creditor differs; the
creditor prefers lower risk because his reward is fixed while the owner optimizes the
relationship risk — return. They differ in the forecast period, because creditors are
interested in time horizon, during which the loan is paid. Nevertheless it is possible
to use procedure of rating agencies to construct Cost of Equity.

re= Iy tr LA tr business t+r financia [8]
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I - risk-free rate of return,

rra - risk premium for lower stocks liquidity in the market,
T business - risk premium for business risk,

T financial - TSk premium for financial risk.

The first two risks reflect the external evaluation, it regards namely risk premium for
lower stocks liquidity in the market and the second one is related to the situation on
the stock market — specific risk premium for stocks. The other two risk premiums
represent the risks from the perspective of owners.

The aim and the methods used

The aim of this contribution is to elaborate the application of CAPM model to
calculate Cost of Equity for Slovak businesses under the Slovak condition and
comparison of its results with the results of Model with Gradual Counting Risk
Premium. At the same time the aim is to point out the fact that when valuing Equity
should be taken into account besides the non-systematic risks also systematic ones.
Input data for the calculation of EVA indicator are obtained from the selected
companies running a business within the energy industry. To calculate the Cost of
Equity, the database of A. Damodaran (2014) is used.

In accordance with the stated objective and mentioned methods of solution, the
following scientific hypotheses are set up.

H1: We suppose that applying CAPM model results in deterioration of value of the
EVA indicator due to incorporation of systematic risks to the calculation of Cost of
Equity.

H2: We suppose that applying CAPM model does not result in deterioration of value
of the EVA indicator due to incorporation of systematic risks to the calculation of
Cost of Equity.

Results and discussion

Hypothesis is verified by the calculation of Cost of Equity applying CAPM model
and Model with Gradual Counting Risk Premium. Calculation with the use of
CAPM model is challenging due to lack and unavailability of input data. It is
necessary to highlight the work of A. Damodaran, who created an extensive
database of input data for r, calculation. Based on his recommendations we can use
US 10-year treasury bonds as business risk-free rate of return in the calculation of r..
This data can be replaced by the data provided by Narodna banka Slovenska, on
website of which the database of long-term interest rates is located. However, as
recommended by many authors, it is more appropriate to use US treasury bonds, in
order not to incorporate the market risk into r. calculation twice. When comparing
these data, we can conclude that the return on US 10-year treasury bonds is
significantly lower compared to the Slovak government bonds. Applying US 10-
year treasury bonds we obtain Cost of Equity at least 2% lower, what increases the
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value of the EVA indicator. In addition to risk-free rate of return-ry enters the
calculation of Cost of Equity also coefficient B, which expresses the contribution of
systematic risk. Its value can be determined from Damodaran online databases,
namely for Europe and for energy industry. We adjusted this coefficient for the Debt
of selected businesses of the energy industry. We proceeded similarly in identifying
and calculating the additional risk premiums entering the CAPM model — country
risk premium and implied Equity risk premium USA — ERP. We consider implied
Equity risk premium for the U.S. market again, which we subsequently adjust for
country risk premium.

Table 1 Calculation of Cost of Equity and EVA indicator applying CAPM model

Indicators 2008 2009 2010 2011 2012
ri_US 10 — year
treasury bonds (%) 2.92 3.24 2.80 2.07 1.62
ri_Slovak government
bonds (%) 4.72 4.12 4.06 5.21 3.92
Unlevered beta(factor) 0.80 1.14 1.23 1.21 1.20
Levered beta(factor) 0.80 1.15 1.28 1.32 1.28
ERP (%) 6.60 4.73 5.08 6.51 6.56
Country risk premium |, 2.10 1.35 1.28 1.28
(%)
Inflation (%) 4.60 1.60 1.00 3.90 3.60
Country risk premium
with inflation (%) 5.65 3.70 2.35 5.18 4.88
r._USA(%) 12.73 12.92 12.31 17.45 16.26
EVA; USA (thousands 78
EUR) -36 636.13 | -39 386.71 | -36 809.55 | -53902.84 | .. 'c,
re Slovakia 14.53 13.80 13.57 20.59 18.56
EVA, Slovakia -90
(thousand EUR) -47214.39 | -44 550.69 | -43 740.85 | -71 608.61 | 349.27

Source: Own processing

In the following table the calculation of the EVA indicator with the use of Model

with Gradual Counting Risk Premium is summarized.
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Table 2 Calculation of Cost of Equity applying Model with Gradual Counting Risk Premium

Indicators 2008 2009 2010 2011 2012
ROE (%) 6.49 6.21 5.62 7.89 1.41
ROA(%) 7.09 6.45 5.49 7.71 3.94
P (%) 2.15 0.44 4.17 0.88 0.37
Fent (%) 0.00 0.00 0.00 0.00 0.00
TL(ratio) 123 0.77 0.74 1.20 0.66
rrin (%) 0.00 10.00 10.00 0.00 10.00
PC (thousand EUR) | 598 010.00 | 682 451.00 | 649 233.00 | 668 623.00 916;'30
ra (%) 0.00 0.00 0.00 0.00 0.00
lr)fgnsdl:zf;}i‘)g"ver“me“t 472 4.12 4.06 521 3.92
ra Slovakia (%) 472 14.12 14.06 521 13.92
EVA (thousand EUR) | 10 423.46 | -46 430.56 | -46 452.98 | 13740.76 |-75 610.00
:ﬁ;:ilslrlyob_oﬂg:r(% ) 2.92 3.24 2.51 2.05 1.62
re USA(%) 2.92 13.24 12.51 2.05 11.62
EVA; (thousand EUR) | 21001.71 | -41266.57 | -37909.89 | 32930.50 |-53 800.39

Source: Own processing

Figure 1 compares values of the EVA indicator for 5 years, while these values are
calculated in different ways. The difference in the calculation is in determining the
Cost of Equity. EVA| and EVA, computation is based on the calculation of Cost of
Equity applying Model with Gradual Counting Risk Premium, while the difference
in these calculations is in the determination of risk-free rate of return. EVA, is
calculated with the use of r; Slovak government bonds (%) and EVA, using 1y US
10 — year treasury bonds (%). Applying ry Slovak government bonds (%) we
achieved significant deterioration of EVA indicator values. Applying CAPM model
we calculated values of indicators EVA; and EVA,4. The worst result reported the
value of EVA,, in which the CAPM model and ry Slovak government bonds (%)
are applied. On the contrary EVA; calculation, despite the fact that EVA; achieves
negative value, seems to be the most appropriate method for calculating the EVA
value. To compute EVA; CAPM model and r; US 10 — year treasury bonds (%) are
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applied. The development of the indicator is balanced and its calculation applies
market risks including country risk.

Figure 1 Comparison of the values of EVA indicator
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Figure 2 compares values of Cost of Equity, while from this figure it is obvious that
Cost of Equity calculated applying Model with Gradual Counting Risk Premium are
in the year 2014 significantly lower than the price calculated by CAPM model. This
reduction is caused by the removal of corporate financial risk that CAPM model
does not accept. When the business fails to maintain value of Current Ratio stable,
the values of Cost of Equity as well as the values of Current Ratio will appear
unstable from year to year and its development will fluctuate from positive values of
the EVA indicator to negative ones. In terms of forecasting and supporting business
performance, the acceptance of this risk seems problematic. In the contrary, if we
look at the development of Cost of Equity calculated by CAPM model, it has more
or less stable course. It is interesting that the significant movement occurred again in
2011 when there was an increase in the Debt of analysed companies and an increase
in country risk. We can assume that business drew foreign sources and due to them
positively influenced liquidity, causing a decrease in financial risk.
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Figure 2 The comparison of Cost of Equity and r¢
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In conclusion we can say that the application of CAPM model worsened results of
the EVA indicator, however not in each year. But at the same time we can conclude
that values of the EVA indicator are more stable and show more or less steady
development.

Suhrn

Problematika hodnotenia vykonnosti podniku a stanovenia jej hodnoty je v dnesnej
dobe vysoko aktualna. Pri vypocte ukazovatel'ov hodnotenia vykonnosti je potrebné
vziat’ do tivahy vSetky skutocnosti, ktoré do ukazovatel'ov, resp. modelov vstupuji,
aby sme dokazali vypocitat' tieto ukazovatele tym najexaktnej$Sim sposobom
kopirujucim ekonomické a iné podmienky Slovenska. Z vysledkov tohto vyskumu je
zrejmé, ze aplikéciou 4 pristupov k vypoctu ukazovatela EVA sme dosiahli 4 rozne
vysledky. Na zaver je potrebné poukdzat’ na to, ze pri vypocte ceny za vlastny
kapital je potrebné skonstruovat model, ktory bude akceptiaciou vonkajSich
a vnutornych rizik asucasne, Ze hodnotenie niektorych rizik nebude zbytocne
prekomponované.
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Relations between age of managers and arguability evaluation.

We verified the assumption, that there is a relation between age and arguability
evaluation Overall score is shown in following tab.

Table 2 Relation between age and arguability evaluation.

Variables Tendency f.or Tendency to ’f“"d Argumentation
argumentation argumentation
age 0,351%** -0,307** 0,364**

** statistical significance level: 0,01
Source: own data collection and analysis

Figure 2 Projection of relation between age and arguability evaluation.
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Several statistical relations were discovered during verification. The results reported
that older managers scored higher in tendency to argumentation and showed less
tendency to avoid exchanging of views. Older managers seem to have no problem
with argumemtaion, enjoy argumentation, feel comfortable, moreover, they take it as
a exciting mental competition. The total score of arguability, as aresult of the
difference between positive and negative tendency to argumentation, suggested that
the tendency for argumentation rises with age.
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Difference between arguability evaluation among managers and employees at
non-managerial positions).
In our research, it was assumed that there is a difference between arguability
evaluation among managers and employees at non-managerial positions).

Research interpretation was statistically performed via T-test. Results are presented

as follows:

Table 3 Differences in argumentation evaluation among managers and employees at non-

managerial job positions.

et | onten tooid | Argamentaon
Managers 3,941 1,732 2,209
Non-managers 2,067 3,475 -1,407
T - test 28,733 35,170 35,211
Sig. 0,000 0,000 0,000

Source: own data collection and analysis

Figure 3 Differences in arguability evaluation among managers and employees at non-managerial

job positions.
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The research results showed that managers score higher in tendency to
argumentation than employees working at non-managerial positions. It can be said
that managers proved that they do not avoid argumentation, enjoy controversial
questions, are able to give an argument promptly, etc. The evaluation of the
tendency to avoid argumantation indicates that employees at non-managerial
position scored higher than managers. It can be explained by their feeling of
uncertainty, uncomfortability when it comes to their participation in discussion.
From the point of the total score of arguability, it is obvious, that managers got
positive results (as we mentioned above) — they enjoy discussions, they look for
opportunities to enter adebate, they wusually persuade others with their
argumentation. On the other hand, non-managers had lower score, therefore, it can
be said that the situations that require argumentation are considered to be a
problematic area.

Gender differencies in arguability evaluation.

It was assumed that there are gender differences in arguability evaluation.

Research interpretation was statistically done via T-test. Results are presented in
following table:

Table 4 Gender distinction in arguability evaluation.

oty | Tt ! | Argumeiaion
Male Managers 4,048 1,648 2,400
Female Managers 3,808 1,837 1,970
T - test 1,960 2,199 2,253
Sig. 0,050 0,029 0,026

Source: own data collection and analysis
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Figure 4 Gender differences in arguability evaluation
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There were statistically significant gender differences in arguability. Female
managers scored higher in the factor of avoiding argumentation, which means that
women tend to feel more uncomfortable, nervous after the discussion. It can be said
that they are even glad about not starting a discussion at all. However, it is necessary
to point out that both genders rarely use the option to reject argumentation and the
main difference is only in the rate of rejection of the tendency to avoid
argumentation. Overall score in arguability, which presents the result of the
difference between positive and negative tendency to argumentation, shows that
male and female managers had positive score. Both genders enjoy discussions,
justify their opinions, do not avoid questionable topics, etc. However, results show
that male managers are more promptly in responding and more confident than
women in discussions.

Differences in arguability evaluation among various managerial levels.

We tried to verify the assumption that there are differences in arguability among
various work positions.
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Table 5 Arguability evaluation differences according to work position.

Manager level a{;:ﬂf::ég:; nggzl:rfznttt;zzzid Argumentation
Top management 4,480 1,380 3,100
Middle management 4,121 1,700 2,421
Operational management 3,290 2,009 1,281
Performance employees 2,067 3,475 -1,407

F - test 528,518 509,847 695,762
Sig. 0,000 0,000 0,000

Source: own data collection and analysis

Figure 5 Arguability evaluation differences according to work position projected into visualized
form.
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There are several statistically significant differences in arguability evaluation
according to work position. Top management had the highest scores, which means
that they are communicative, they seek for discussions, for possibilities for
discussions and argumentation. On the other hand, performance employees rarely
look for discussions and argumentation as they scored high in tendency to avoid
argumentation. The total score of arguability showed that the highest score was
reached by managers of top management. In addition, the lowest score had

108



performance employees described as individuals with fears of discussions and
argumentation.

Differences in arguability evaluation according to organization size.
It was assumed that there are differences in managerial arguability according to

organization size. The results of data analysis are presented in table 6.

Table 6 Differences in arguability among managers according to organization size

Organization size a{;ﬁﬁ:{fz‘gz’; a:;l:llﬁzﬁz t:gn Argumentation
0-150 employees 2,535 2,955 -0,419
151 - 250 employees 3,200 2,433 0,766
251 - 500 employees 3,171 2,448 0,723
501 - 1000 employees 3,527 2,336 1,190
1001 and more employees 3,566 2,333 1,233
F - test 6,914 4,244 5,735
Sig. 0,000 0,002 0,000

Source: own data collection and analysis

Figure 6 Differences in managerial differences according to organization size
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There are statistically significant differences in managerial arguability according to
organization size in all three factors. The highest score was reached by managers in
companies which size is over 500 employees or 1000 employees. The results
showed that managers enjoy discussions, are able to use argumentation promptly
and consider discussion and argumentation to be exciting. The opposite scores were
measured in tendency to avoid argumentation. The managers in companies, which
size is 150 employees and less, scored highest. These managers sometimes got
problems with discussions and argumentation, with justifying opinions in tense
situations. Overall score in arguability showed that the highest scores were reached
by managers in companies over 500 employees or over 1000 employees. It can be
explained by the fact that in big companies, managers have to communicate a lot,
therefore, the managers have many communication skills. The lowest score was
measured among managers in companies with the number of employees less than
150. They are afraid of discussions and try to avoid them.

Conclusion

The results of the research confirm that there are differences in managerial
arguability according to education, age, managerial position, work position, gender
and organization size.

It can be said that education provides more information about communication
possibilities and communication steps, extend vocabulary, in other words, creates
the basis for effective communication. The research results present that there are
differences in managerial arguability according to age. It can be said that the
tendency for argumentation rises by age. In addition, high scores were reached by
managers in the tendency for argumentation among employees at managerial and
non-managerial positions; on the other hand, non-managers scored high in tendency
to avoid argumentation. Moreover, there are gender differences among managers.
Overall score in arguability, which presents the result of the difference between
positive and negative tendency to argumentation, shows that male and female
managers had positive score. Both genders enjoy discussions, justify their opinions,
do not avoid questionable topics. Although man scored higher in tendency for
argumentation, it is necessary to point out, that the difference was only in the rate of
rejection of the tendency to avoid argumentation. Concerning job position, the
highest score in tendency for argumentation was achieved by top managers and the
lowest score was achieved by performance employees. Furthermore, there were
significant differences in arguability according to organization, as well. As it was
outlined, the employees working in bigger companies achieved the highest scores in
the tendency for argumentation.

Sthrn

Vysledky vyskumu poukazuji na to, ze existuju rozdiely v posudeni
argumentativnosti z hladiska vzdelania, veku, riadiacej funkcie, pracovného
zaradenia, pohlavia a vel'kosti organizacie. M6zeme teda konstatovat, ze vzdelanie
poskytuje 'ud’om viac informacii o moznostiach a postupoch komunikacie, rozsiruje
slovn zésobu teda utvara predpoklady efektivnej komunikacie. Nakol'ko so
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stupajucim vzdelanim stipa aj tendencia argumentovat. Z prezentovanych
vysledkov je zrejmé, existuju suvislosti medzi vekom manazérov a postdenim
argumentativnosti, nakol’ko sme dospeli k zdverom, Ze s vekom rastie tendencia
argumentovat. Medzi manazérmi a nemanazérmi sme zistili, ze vysoké hodnoty
v tendencii argumentovat’ dosahuju prave manazéri a vysoké hodnoty v tendencii
vyhybat’ sa argumentécii boli zistené zas u nemanazérov. Pri zistovani rozdielov z
hladiska pohlavia sme dospeli k zaverom, Ze manazéri a manazérky dosiahli
pozitivne skore, t.j. ako sme uz uviedli radi diskutuja, diskusie o spornych otazkach
im zbystruju myslenie, radi brania svoje nazory v spornych situaciach, atd’.
Z vysledkov je zrejmé ze muzi manaz€ri su v argumentacii pohotovejsi a istejsi
nakolko dosiali vyssSie skére ako Zeny manazérky. Je potrebné ale upozornit, Ze
rozdiel je najmé v miere odmietania tendencie vyhnut' sa argumentécii. Co sa tyka
pracovného zaradenia, tak najvysSie skore v tendencii argumentovat’ dosiahli
zamestnanci vrcholového manazmentu a najnizsie skore zas vykonni pracovnici. Aj
vel'kost organizacie nam potvrdila vyznamné rozdiely, nakolko sme zistili, ze
s vel'kostou organizacie rastie aj tendencia argumentovat, teda pracovnici pracujici
vo vel’kych spolo¢nostiach dosahovali najvyssie skore v tendencii argumentovat’.
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