
How financially rewarding student evaluation may affect grading 
behaviour. Evidence from a natural experiment
Zombor Berezvai, Gergely Dániel Lukáts and Roland Molontay

The paper analyses how financially rewarding student evaluation of teaching scores 
can have an impact on faculty grading behaviour. It rests on a natural experiment 
triggered by a policy change at a Hungarian higher education institution. The remu-
neration system introduced there targeted only full-time faculty; part-time teachers 
and visiting or external lecturers were unaffected. Taking a difference-in-difference 
approach, a fixed-effect panel regression model was estimated using subject–teacher 
fixed effects. Results show that under the new remuneration system, grades rose sig-
nificantly in courses where grades had been low. The increase derived from higher 
grades and from lower failure rates. The results are consistent with grade inflation, 
but it cannot be excluded that higher grades arose from better teaching consequent 
on the new remuneration system.

Measuring scientific performance of business and economics 
faculties in Hungarian higher education
Imola Csóka, Gábor Neszveda and Géza Sebestyén

The article presents a model for the role of skilled migration in amplifying regional dif-
ferences deriving from international trade. It augments the widely known New Eco-
nomic Geography model of increasing returns to scale and transportation costs with het-
erogeneous households and partial labour mobility. This frame of openness to interna-
tional trade leads to human capital reallocating to regions with better access to external 
markets. The paper shows that even with limited mobility, internal migration can have 
a marked aggregate impact if those who move are the most skilled. The theoretical res-
ults are backed and illustrated by differences in economic and demographic development 
between two Hungarian counties: Borsod-Abaúj-Zemplén and Győr-Sopron-Moson.

Choosing a fair delegation by social choice theory
Péter Csóka and Gábor Kondor

The question often arises how to choose a fair delegation, a committee that reflects, 
for example, the views of those involved in peace-making or social, corporate or 
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university decision-making. Can et al. [2017] concerns delegation-selecting rules to 
meet axioms of Pareto efficiency, consistency, ballot neutrality, and strategy proving. 
It sees them as marked by a threshold-based set of rules, with the commonest opinion 
always presented to the committee, but two extreme situations may arise depending 
on the specific rule and votes. Either all views are represented, or in the case of t deleg-
ates, the proportion whose opinions are unrepresented remains below 0.5t. The study 
uses the framework of social-choice theory to illustrate the axioms and the results.

Estimating demand-price elasticity on the Hungarian electric 
energy market
Olivér Hortay and Tamás Szőke

The paper tackles the price elasticity in Hungary’s electricity demand using daily data 
on electricity consumption and DAM (day-ahead-market) prices. The authors treat 
the endogenous relations of market price and demand using an instrumental vari-
ables approach. It shows how different models estimated by different instrumental 
variables bring similar results, which confirms robustness of the estimates. The res-
ults show consumers as highly insensitive to daily price volatilities, with coefficients 
between –0.029 and –0.055. The paper also tests and compares various model estim-
ates to gain a picture of price elasticity of demand and possible instrumental variables 
applicable to countries with similar data availability to Hungary’s.

Challenges in applying the weighted average cost of capital
Péter Juhász 

Weighted average cost of capital (WACC) appears exceptionally often as the required 
rate of return when valuing projects, business units and firms based on their cash 
flow. Experience shows that users tend to follow the theoretical guidelines strictly 
when gauging the necessary cash flow, but fail to adjust the WACC formula to the 
given valuation circumstances. However, the classic WACC formula that appears 
almost exclusively in educational literature is just one specific case of general equit-
ation. So universal use of the standard WACC formula may lead to inconsistent cal-
culations. This paper not only derives the classic WACC formula, but presents its 
extended, generalised version to include transaction costs and tax-shield effects. It 
also calls attention to several specific challenges in WACC estimation.

Performance evaluation of absolute return funds –  
Detecting performance manipulation
Dávid Andor Rácz

Several aspects and measures can be used to evaluate actively managed investment 
funds. A major problem to overcome in performance measurement is possible per-
formance manipulation, which affects not only absolute return funds, but all invest-
ment funds and hedge funds. The article introduces for the first time the application 
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of Manipulation Proof Performance Measures (MPPM) to evaluating Hungarian 
investment funds and tracing the signs of manipulation. It also shows that the Doubt 
Ratio’s tight overlap with alternative methods of detecting return manipulation is 
unclear in the analysed Hungarian data, despite international evidence. (Brown et al. 
[2010] finds an 80% concurrence.) Thus the results prove the Bias Ratio to be a better 
pre-filtering method for potential return manipulation than the Doubt Ratio.

Analysis of profit persistence in the Hungarian pig sector
Tibor Bareith and Arnold Csonka

The study takes a dynamic-panel model approach to the competitive nature of the 
Hungarian pig sector in 2006–2016. The sector has undergone major change in the 
past twenty years, with a clear trend towards non-viability for small-scale pig farm-
ing. The study measures market competition by the persistence of abnormal profit 
(i. e. profit above industrial average level). The findings show abnormal profit per-
sistence to be significant but low compared with the food or processing industries. 
The profit level of the pig sector is close to equilibrium profit. The model points out 
that competition level is affected negatively by per-holding increases in the average 
number of pigs (including all age groups), and by the proportion of non-refundable 
subsidies, i. e. the abnormal profit then increases. Abnormal profits are reduced by 
purchasing feedstuffs: pig farms make more profit if they own a forage area. Tech-
nical (mechanization-raising) investments alone do not raise the profitability of pig 
farming unless they help to decrease the live labour force.

Ecologically oriented planning of production units
Tibor Kiss, Katalin Hartog and Zsolt Hetesi

The notions and solutions of sustainability, resource efficiency and waste-free pro-
duction are increasingly accepted into our mental models, policy directives and com-
pany strategies. There are various solutions; all are straightforward, albeit not all are 
systemic. This study concerns one of the main operational principles of ecological 
systems: resilience (robustness, flexibility). Results show there is a method that is sys-
temic, not just sustainable, and fits the behaviour of ecological systems, so that it can 
be considered a truly sustainable one.


