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The world is facing turbulent times. In these circumstan-
ces, economic research as a basis for political and business
advice is more important than ever. So the KOF launched
several economic discussions in the academic sector, espe-
cially with its regularly hold research seminars. The KOF
economists published 24 KOF Working Papers, and 36
articles in refereed journals.

The quarterly KOF Forecasts as well as the regularly pub-
lished KOF indicators, e.g. the KOF Economic Barometer,
had a big media echo during the whole year. The director
of the institute, Prof.Jan-EgbertSturm, was highly de-
manded as a partner for the media, speaker at interna-
tional and national conferences, and also as interlocutor
with companies and authorities. KOF’s Forecast Conference
attracted around 200 invited guests from the private and
public sectors. Last year's speakers were Secretary of State
Marie-Gabrielle Ineichen-Fleisch, Director of the State
Secretariat for Economic Affairs SECO, and Hans Hess,
President of Swissmem. Within the CER-ETH/KOF Lecture
series, distinguished scholars like Prof.AlanJ. Auerbach
and Prof. Tony Venables gave lectures at ETH Zurich.
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In 2011, several employees of KOF finished successfully
their dissertations and habilitations. Also, one employee
obtained the title of a professor. All in all, the employees
of the KOF started, continued or successfully finished a
range of research projects, events and publications.

There were also two awards in 2011 that were given to
KOF employees or projects: Prof. Peter Egger was awarded
with the «Gossen-Preis» of the German Verein fur Social-
politik. This price is given to German-speaking researchers
who have become internationally renowned with their re-
search. The web portal «Okonomenstimme» was awarded
with a special price for its engagement in making economic
research accessible and more understandable for the public.

2011 was also the year of the re-launch of the KOF web-
site. The website is now in a modern outfit with a better

functionality for users.

The 2011 Annual Report is designed to provide a comprehen-
sive overview of the finished and current projects in 2011.

Jan-Egbert Sturm
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1.1 KOF Executive Committee
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KOF Executive Committee

PROF. DR. ROMAN BOUTELLIER
CHAIRMAN

PROF. DR. AYMO BRUNETTI
MEMBER

PROF. DR. JEAN-PIERRE DANTHINE
MEMBER

PROF. DR. HANS GERSBACH
MEMBER
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RESPONSIBILITIES

KOF is overseen by an Executive Committee which is made
up of an equal number of members drawn from ETH Zurich
and the SGK Society. The Director of KOF participates in
its meetings in a consultative capacity.

The KOF Executive Committee currently comprises Prof. Dr.
Roman Boutellier, Vice President of Personnel and Re-
sources, ETH Zurich; Prof. Dr. Aymo Brunetti, Head of the
Economic Policy Directorate, State Secretariat for Economic
Affairs (SECO); Prof. Dr. Jean-Pierre Danthine, Member of
the Directorate, Swiss National Bank (SNB), Prof. Dr. Hans
Gersbach, MTEC ETH Zurich.

The Committee appoints an academic Advisory Commit-
tee whose members are proposed by the Director of the
Institute.
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KOF Advisory Board

PROF.DR. GEBHARD KIRCHGASSNER
CHAIRMAN

JANWILLEM C. ACKET
MEMBER

PROF. DR. DOMINIQUE FORAY
MEMBER

PROF. DR. RUDOLF MINSCH
MEMBER

DR. MARCEL SAVIOZ
MEMBER

DR. PAUL SCHREYER
MEMBER

PETER SIEGENTHALER
MEMBER

PROF. DR. RAINER WINKELMANN
MEMBER

1.2 KOF Advisory Board 13

RESPONSIBILITIES

The KOF Advisory Board is a permanent body which sup-
ports the Director of the Institute, the Executive Committee
and the responsible heads of the two research fields
(Business Cycles and Structural Change) in the fulfilment
of their tasks, ensures independent quality controls and
advises them in conjunction with the long-term research
and development planning of KOF. It also helps streng-
then contacts between KOF and academic and research
bodies as well as with relevant economic policy institutions.
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1.3 SGK Society

1.3

SGK Society

Executive Board

DR. DANIEL RITZ
PRESIDENT

PROF. DR. AYMO BRUNETTI
MEMBER

PROF. DR. JEAN-PIERRE DANTHINE
MEMBER

FRANCOIS GANIERE
MEMBER

JURG KRONENBERG
MEMBER

DR. BEAT MOSER
MEMBER

BRUNO SAUTER
MEMBER
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RESPONSIBILITIES

The SGK Society (an association within the meaning of
Art. 60 ff. of the Swiss Civil Code) is responsible for suppor-
ting the KOF Swiss Economic Institute at ETH Zurich in the
empirical research of economic developments in Switzer-
land. Within this context it also promotes the realisation
of corporate surveys and the economic services rendered
by the KOF. Support is provided within the framework of a
contractually regulated co-operation with the ETH Zurich.
The SGK Society has currently around 250 members.

EXECUTIVE BOARD

The Executive Board of the society comprises the Chair-
man and further members, and selects the representa-
tives of the society on the KOF Executive Committee. The
Director of KOF is a member of the Executive Board with
a consultative function.

The Executive Board oversees the ongoing business of the
society, and supports the KOF Institute in the acquisition
of commissions for research and services.

AUDITING

The accounts of the SGK are audited by the auditors who
are elected directly by the SGK General Meeting.
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Management and Coordination

-\C:g\

Applied econometrics, macroeconomics, monetary policy,
political economy, economic policy, director of the institute
RESEARCH DIVISION

L@ STRUCTURAL CHANGE

Applied international economics, applied econometrics,
applied regional economics

PROF. DR. JAN-EGBERT STURM
DIRECTOR

PROF. DR. PETER EGGER

PROF. DR. MICHAEL GRAFF

RESEARCH DIVISION

BUSINESS CYCLES

Macroeconomics, business cycles, international economics,
economic growth and development

Innovation, R&D, information technologies, technological
policy, internationalisation, structural changes

DR. HEINZ HOLLENSTEIN
STRATEGY CONSULTANT
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KOF Swiss Economic Institute, ETH Zurich

RESPONSIBILITIES

KOF is organised as a matrix organisation. Besides having
a vertical structure consisting of divisions and sections,
many responsibilities are allocated at the horizontal pro-
ject level. This flexible organisational form requires co-
ordination. For that reason, every project is headed by a
project manager and assigned to a division. The division
and section heads have regular meetings with the direc-
tor. Supported by the division heads and the strategy ad-
visor, the director deals with more structural and concep-
tional issues.
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Research Division Business Cycles

Macroeconomics, business cycles, international economics,
economic growth and development

PROF. DR. MICHAEL GRAFF
HEAD OF DIVISION

YNGVE ABRAHAMSEN

BUSINESS CYCLES MODELLING
A -
Econometric modelling, macroeconomic analysis, national
accounts, demography, national insurance system

¥l

Labour market, output and production, macroeconomics

Applied macroeconomics, forecasting, development eco-
nomics, energy economics, auction markets, causality tests

)

Response behaviour, paradata, survey methodology,
online surveys

T

Leaving: December 31, 2011
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Construction activity, real estate economics,
applied econometrics
Entry: November 1, 2011

DR. ROLAND AEPPLI
ECONOMIC POLICY

PROF. (UAK-TURKEY)DR. ERDAL ATUKEREN
BUSINESS CYCLES MODELLING

MATTHIAS BANNERT
BUSINESS TENDENCY SURVEYS

DR. CHRISTIAN BUSCH
INTERNATIONAL BUSINESS CYCLES

DR. DIRK DRECHSEL
BUSINESS TENDENCY SURVEYS

Annual Report 2011

DESCRIPTION

The Research Division Business Cycles focuses on theore-
tical and empirical analyses and forecasts of economic
activity in Switzerland. This is largely based on continuous
observation and forecasts of the international economy as
well as on monthly and quarterly business tendency surveys
amongst Swiss firms. This information is analysed and
aggregated into a number of coincident and leading com-
posite indicators. In addition, sectoral models as well as a
large macroeconometric model of the Swiss economy are
referred to for short and medium term forecasts as well
as for model-based analyses of economic policy options.

A major function of this activity is to supply timely infor-
mation on the state of the economy and the expected
tendency of the Swiss business cycle to professional eco-
nomists, decision makers in government and administra-
tion, survey participants and, last but not least, the inte-
rested general public. To this end, the division produces a
large number of periodic publications and press releases,
gives external lectures, and answers requests for economic
data and assessments from the media and other interested
parties. Another major function of KOF —and hence also of
the Division Business Cycles — is scientific research for dis-
semination in academic and related professional circles via
publications and participation in international meetings
and conferences.The division comprises the sections Inter-
national Business Cycles, Business Tendency Surveys,
Business Cycles Modelling and Economic Policy.

SECTION INTERNATIONAL BUSINESS CYCLES

The section International Business Cycles analyses and
forecasts the international economic environment that
Switzerland — a small open economy — faces. In particular,
this section produces detailed quarterly forecasts of the
international economy in real terms as well as of interest
rates, exchange rates and inflation. The regional focus is on
the EU, the US and East Asia. The results constitute a crucial
input into the quarterly KOF forecasts for Switzerland;
they are also published as “KOF International Forecasts”.
Apart from this, the section conducts in-depth analyses
of topics related to business cycles from an international
perspective, and it represents KOF at the “Association
d'Instituts Européens de Conjoncture Economique” (AIECE)
as wells as at the “Gemeinschaftsdiagnose” — the joint
forecast of the leading economic research institutes from
the German-speaking countries.

As before, regional foci will be on the EU, the US and East
Asia. Yet, due to the trends in the international economy,
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metrics, political economy, environmental economics
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International economy, political economy of trade, firmsin
international trade

ANDREA LASSMANN
INTERNATIONAL BUSINESS CYCLES

DR. ROLF SCHENKER
BUSINESS TENDENCY SURVEYS

Leaving: January 31, 2011
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more effort will be devoted to track and forecasts economic
activity in South Asia and Latin America. Given the close
relationship between Swiss monetary policy, stock, bond
and foreign exchange markets on the one hand and
short-term economic developments in the rest of the
world — and in particular in Europe — on the other, ques-
tions related to these issues will also be addressed by this
research section.

SECTION BUSINESS TENDENCY SURVEYS

An essential and — due to its timeliness, representative-
ness and richness of detail — unique source of information
are the monthly and quarterly business tendency surveys
conducted amongst Swiss firms. They reflect a broad and
at the same time multi-facetted image of the business
situation and thus convey crucial information on the state
and the tendency of the Swiss economy. The quality of
the surveys is carefully monitored; the survey data are
systematically evaluated against related statistics, and the
sample as well as the weights used in aggregating the
survey responses are continuously checked and — if ne-
cessary — revised. In addition, the section systematically
assesses alternative methods of quantifying the mostly
qualitative information from the surveys. Practically all
research divisions and sections within KOF draw on this
source of micro and macro data. For the division Business
Cycles, the identification of coincident and leading indi-
cators in the survey data is of special interest, as these
form the basis for our composite indicators for the Swiss
economy as a whole as well as for particular sectors and
regions. Amongst the composite indicators for the Swiss
economy, the KOF Economic Barometer is arguably the
most widely noticed.

Increased effort will be made to supply survey data to
both economic researchers as well as a broader public.
There is an increasing demand for regional and sector-
specific analyses and breakdowns of the Swiss business
cycle. The same holds with respect to firm (micro) data for
use in econometric analyses. Moreover, a clear focus in
the years to come will be on analyses of micro (firm) data.
Unlike other sources, our data offer the opportunity e.g.
to analyse firms’ expectations and to compare them with
outcomes. A promising way to enrich the data without
placing additional burden on the responding firms is to
match the survey data with other firm-specific data,
which are already available from commercial providers.

Furthermore, KOF is following the strategy of harmoni-
sing its business tendency surveys in accordance to the
international harmonisation process led by the European
Commission and the OECD. This includes not only items
to be questioned, but also the wording of the questions,
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’ ANDREA SCHNELL
E’ BUSINESS TENDENCY SURVEYS
Business cycle analysis, business investments, applied

econometrics
Entry: April 1, 2011

MICHAEL SIEGENTHALER
L ECONOMIC POLICY

Labour market, wages

DR. BORISS SILIVERSTOVS
@ BUSINESS CYCLES MODELLING

Econometric modelling, applied econometrics, business
climate indicators, gravity trade models

A\ DR. BANU SIMMONS-SUER
“ ) BUSINESS CYCLES MODELLING

Econometric modelling, macroeconomic analysis, quanti-
tative finance, analysis of international capital markets

DR. MARTIN STRAUB
I BUSINESS TENDENCY SURVEYS
=

Ot

Leaving: December 31, 2011

DR. MATTHIAS W. UHL
vy INTERNATIONAL BUSINESS CYCLES

Leaving: December 31, 2011

Annual Report 2011

the definition of branches and the labelling of the periods of
each survey wave. Several surveys are already adapted to
international standards. Besides international comparabi-
lity, the harmonisation offers increased opportunities to
aggregate identical questions across sectors to overall re-
sults for the Swiss economy. Finally, it will be investigated
to what extent it is possible also to survey economic ten-
dency in sectors heavily regulated by the government, as
e.g. the health sector.

SECTION BUSINESS CYCLES MODELLING

The activities of this section rely heavily on empirically
founded research. The main task of the modelling section
is to provide appropriate models and estimations of eco-
nomic volumes and prices at the macro level. The core
project is the KOF macroeconometric model, which is used
to calculate the quarterly KOF forecasts for the Swiss eco-
nomy, and needs to be properly maintained. Beside this,
various specific models for different purposes are in use.
Another field of the section is analysis of statistical data in
the macroeconomic field regarding the properties and
the exact definition of data used in the modelling pro-
cess. Our modelling section will extend its research on
nowcasting. Different indicators, but also regularities
observed in revision processes can deliver important in-
formation to gain better insight with respect to the current
economic situation in Switzerland. In the future, more
emphasis will also be placed on “thick modelling” (model
pluralism) at all stages of forecasting as well as the require-
ment to track, implement and contribute to advances at
the international scientific frontier of research on economic
forecasting and modelling.

SECTION ECONOMIC POLICY

The section Economic Policy monitors, analyses and com-
ments on the economic policy with special reference to
Swiss concerns. Major focal points are the monetary
policy of the Swiss National Bank and the fiscal policy of
governmental bodies. Among the research interests in
the field of monetary policy are inflation expectations
and the communication of central banks. The research on
fiscal policy is concerned with the assessment of the neces-
sities and possibilities of stabilisation measures. Another
focus is the analysis of the labour market (employment
and unemployment, wages and income). Relating to the
quarterly KOF forecasts for the Swiss economy, this section
regularly provides forecasts of inflation prospects, the
development of public finances and key labour market
variables.



Research Division Structural Change

PROF. DR. PETER EGGER
¥ HEAD OF DIVISION
Ve

Applied international economics, applied econometrics,
applied regional economics

DR. DR. SPYROS ARVANITIS
INNOVATION ECONOMICS
Innovation, firm-level productivity, market dynamics,
competitiveness, structural changes

-~

_) DR.THOMAS BOLLI
\ 7 INNOVATION ECONOMICS
=y

Leaving: September 30, 2011
DR. HEINZ HOLLENSTEIN
INNOVATION ECONOMICS
Innovation, R&D, information technologies, technological

policy, internationalisation, structural changes

MARIUS C. LEY
INNOVATION ECONOMICS

Business panel, innovation

% FLORIAN SELIGER
!:4 INNOVATION ECONOMICS
!
Innovation econometrics, industrial organization
Entry: October 1, 2011
g£ DR. TOBIAS STUCKI
{

é INNOVATION ECONOMICS

Innovation, economics of education,
firm-level productivity

7 DR. MARTIN WORTER
N INNOVATION ECONOMICS
Innovation, diffusion of technologies (ICT), transfer of
knowledge and technologies, market dynamics
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DESCRIPTION

Main activity of the research division is the empirical inves-
tigation of several structure-oriented research questions
that are related with the development of the Swiss eco-
nomy. Special attention is given to a disaggregated app-
roach at firm and/or industry level that allows deeper in-
sights to the mechanisms of economic growth and struc-
tural change. A specific characteristic of the work of the
research division is the use of firm data that are collected
by postal surveys based on specifically designed ques-
tionnaires. A precondition for this is the availability of a
well-maintained firm panel. Firm data can also be aggre-
gated at industry or sector level, thus increasing their utili-
sation potential. At present, the research activities cover
following fields of research:
— Generation and diffusion of innovation and new
technologies and economic performance,
— Knowledge and technology transfer between firms
and universities,
—  Human capital formation and economic performance,
— Formation and restructuring of firms,
—  Structural change and economic performance at in-
dustry and sector level,
— Internationalisation of firm activities.
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Administration and Support

2

Applied econometrics, macroeconomics, monetary policy,
political economy, economic policy, director of the institute

PROF. DR. JAN-EGBERT STURM
HEAD OF DIVISION

KATHARINA BLOCH
ADMINISTRATION

Human resources, budget accounting, KOF administration,
CIRET administration

Leaving: March 31, 2011

MARIE BORNET
BUSINESS TENDENCY SURVEYS

FABIANO CUCCU
INFORMATION TECHNOLOGY

Leaving: September 30, 2011

DR. JACQUES DAHLER
INFORMATION TECHNOLOGY

Leaving: August 31, 2011

VERA DEGONDA
"~ B CORPORATE COMMUNICATION
\=f

Layout

MICHAELA DIEHL
& ADMINISTRATION

SGK administration, event management,
facility management

CHRISTOPH FELLMANN

INFORMATION TECHNOLOGY
Planning, implementation and maintenance
of the survey databases
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DESCRIPTION

The two research divisions of KOF are supported by the
Division «Administration and Support». Various admini-
strative, graphical, technical, communication and repre-
sentative activities are gathered here. This large variety of
duties is spread over four distinct sections.

The section Administration takes care of human resour-
ces and accounting. Furthermore, secretary duties of e.g.
the SGK and CIRET are carried out here.

Corporate Communication accompanies all activities di-
rected towards the general public and contact with the
media. It includes e.g. preparing the KOF Bulletin, main-
taining the KOF website with regard to its content and
releasing our press statements. Also other KOF publica-
tions, like the quarterly journal KOF Analysen, are fina-
lised here.

The information technology (IT) section does not only faci-
litate the use of computers and computer-related services
within KOF, but also assures that e.g. survey participants
are able to fill out their forms electronically.

From a non-technical side, it is Survey Support that makes
sure that the manifold survey activities carried out at KOF
all run smoothly.



\ BARBARA FRANK
BUSINESS TENDENCY SURVEYS

Survey administration and enquiring, survey reports

EDWARD FRIDAEL
INFORMATION TECHNOLOGY

Development, introduction and implementation of new IT

and process related systems to KOF

NADIA GENOVA
BUSINESS TENDENCY SURVEYS

Survey administration and enquiring, survey reports

DAVID ISELIN
CORPORATE COMMUNICATION

KOF Bulletin, business surveys, business climate
indicators, media relations, Okonomenstimme

NICOLA JORDAN
INFORMATION TECHNOLOGY

Development and maintenance of KOF websites and

web applications

FELIX REICHLIN
INFORMATION TECHNOLOGY

Implementation and maintenance of the macro time

series databases
Entry: August 22, 2011

URS RIKLIN
- BUSINESS TENDENCY SURVEYS

Leaving: May 31, 2011

] WILLY ROTH
CORPORATE COMMUNICATION

Maintenance of time series databases, data service,

media contacts, business cycles
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(W, ANNE STUCKER

K CORPORATE COMMUNICATION

|

KOF Bulletin, business surveys, business climate
indicators, media relations, Okonomenstimme

ANNEMARIE ULRICH

CORPORATE COMMUNICATION

BENJAMIN WOHLWEND
INFORMATION TECHNOLOGY

Leaving: May 31, 2011
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Chair of Applied Macroeconomics

(' PROF. DR. JAN-EGBERT STURM
y HEAD OF DIVISION

Applied econometrics, macroeconomics, monetary policy,
political economy, economic policy, director of the institute

d DR. CHRISTOPH C. BASTEN
w APPLIED MACROECONOMICS
2
Labor/public economics, political economics,

household finance, applied econometrics
Entry: September 1, 2011

KATHARINA BLOCH
ADMINISTRATION

Human Resources, budget accounting

DR. MARTIN GASSEBNER
APPLIED MACROECONOMICS

G

International economics, political economy, applied
economics

MARIE L. HADAMOVSKY
APPLIED MACROECONOMICS

Applied macroeconomics, political economy, economic
growth and institutions

5 HEINER F. MIKOSCH
APPLIED MACROECONOMICS

International economics and public finance from a
political economy perspective

DR. CHRISTOPH MOSER
O, APPLIED MACROECONOMICS

| 4

i

International finance, international trade, sovereign risk,

globalisation and labour market, applied econometrics
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DESCRIPTION

Members of the Chair of Applied Macroeconomics conduct

mainly empirical and policy-relevant research in the broad

field of macroeconomics and political economy. A non-

exhaustive list of topics which are being covered include:

—  Economic reforms in an international comparison,

— Political and economic linkages between international
organisations

— The political consequences of terrorism

—  Globalisation and fiscal policy

— Democracy and international trade

— The impact of disasters on international trade

— International competitiveness and labour markets

— Political risk and export promotion

—  Macroeconomic and political determinants of pollution

— Determinants and consequences of central bank
governor turnovers

— Central bank communication as a policy tool

- How to explain differences in bank efficiency

— Business cycle volatility over time

— The analysis of data revision processes

Research output is disseminated via participation at inter-
national conferences and publications in leading academic
journals. Furthermore, the Chair organises seminar series,
workshops and conferences. Together with the guest pro-
gram in which scholars from all around the world are
invited to visit KOF, this assures a continuous flow of aca-
demic input and fosters a research-friendly environment.
Its members furthermore offer lectures, tutorials and
seminars in the fields of macroeconomics, econometrics,
international monetary economics and political economy
at the ETH Zurich.

In the future, it is intended to keep a focus on topics com-
bining knowledge from the fields of international macro-
economics and international political economy. For in-
stance, projects relating corruption and migration flows are
scheduled to be carried out. Furthermore, a shift towards
the use of individual firm or household data linked to
business cycle related topics is envisaged.



DR. SAMAD SARFERAZ

APPLIED MACROECONOMICS
Applied econometrics, time series econometrics,
macroeconomics, economic history, demography

JORG SCHLAPFER
' APPLIED MACROECONOMICS

Research rankings, globalisation and labour market

DR. ANH N. VO THI
APPLIED MACROECONOMICS

Macroeconomics and banking applied to microfinance
Entry: February 1, 2011
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Chair of Applied Economics: Innovation and Internationalisation

PROF. DR. PETER EGGER
HEAD OF DIVISION

2

Applied international economics, applied econometrics,
applied regional economics
(‘?‘g INNOVATION AND

) INTERNATIONALISATION

Applied econometrics, labour economics,
international taxation
Entry: November 1, 2011

MICHAELA DIEHL
& ADMINISTRATION

Human resources, budget accounting, administration
INNOVATION AND

@
- INTERNATIONALISATION

Applied econometrics, empirical international

economics
DR. MAXIMILIAN VON EHRLICH

@ INNOVATION AND
P g N

P INTERNATIONALISATION
Applied international economics, applied regional
economics, applied public economics

f‘ MICHAELA KESINA
= "M INNOVATION AND
bl |NTERNATIONALISATION

Applied international economics, applied econometrics

SIMON BOSENBERG

SABRINA DORN

VALERIA MERLO

INNOVATION AND

INTERNATIONALISATION

Applied econometrics, applied international economics,
applied public economics
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DESCRIPTION

Innovation and internationalisation pursue research mainly
in the areas of applied international and public econo-
mics and in applied econometrics. Research output is disse-
minated mainly via two channels: presentations at inter-
national conferences and workshops as well as publica-
tions in leading academic journals in economics.

The research interests of the Chair can be summarised by
the following keywords:

— International economics

- Public economics

- Regional economics

— Applied econometrics

— Industrial economics

SERGEY NIGAI
INNOVATION AND
INTERNATIONALISATION

International trade, international macroeconomics,
business cycles, gravity models

M DR. DOINA RADULESCU
INNOVATION AND
INTERNATIONALISATION

Applied public economics, calibrated general equilibrium
modeling

DR. TOBIAS SEIDEL
INNOVATION AND
INTERNATIONALISATION

Applied international economics, applied regional
economics, applied public economics

NORA STRECKER
INNOVATION AND
INTERNATIONALISATION

Public finance, international taxation, applied econometrics

DR. GEORG WAMSER
INNOVATION AND
INTERNATIONALISATION

Public finance, international taxation, applied econometrics,
corporate finance
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2 Projects Overview
2.1 TEACHING AT ETH ZURICH
2.1.1 COMPLETED LECTURES

FINANCIAL CRISES: CAUSES AND CONSEQUENCES

DESCRIPTION

The main objective of this course is to outline the mechanisms
underlying financial crises and examine the potential costs
involved. All major types of crises are covered, namely sove-
reign debt crises, banking crises, currency crises and sub-
prime crises. Despite the notion that each crisis is diffe-
rent, there are remarkable similarities between countries
and over time, which will be highlighted in this course.

INITIATOR: KOF

PROJECT MANAGER: Martin Gassebner, Michael J. Lamla,
Christoph Moser, Samad Sarferaz

PROJECT DURATION: February 2011-June 2011
PROJECT-ID: Iss.ab.06-381
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PHD COURSE: APPLIED ECONOMETRICS

DESCRIPTION

In this course, we will address three blocs of selected prob-

lems:

i) estimation of fixed and random effects panel data
models for single equations and systems of equations

ii) estimation of models with endogenous treatment ef-
fects or sample selection

iii) estimation of models with interdependent data (so-
called spatial models).

The main agenda of this course is to familiarize students

with the estimation of econometric problems with three

alternative types of problems:

i) estimation of fixed and random effects panel data
models for single equations and systems of equations

ii) estimation of models with endogenous treatment
effects or sample selection

iii) estimation of models with interdependent data (so-
called spatial models).

Students will be able to program estimation routines for
such problems in STATA and apply them to data-sets. They
will be given a data-set and will have to work out empiri-
cal problems in the context of a term paper.

INITIATOR: KOF

PROJECT MANAGER: Peter Egger
COLLABORATOR: Georg Wamser
PROJECT DURATION: September 2011
PROJECT-ID: Ise.ab.03-409



2.1.2 ONGOING LECTURES

DISCOVERING MANAGEMENT

DESCRIPTION

This course offers a general introduction into the field of
Entrepreneurship and the practices of professional Busi-
ness Management. On the basis of a coherent business/
management model all essential aspects of successful
ventures are discussed in a stepwise and logical order.
Special emphasis is placed on the interaction and interplay
of all aspects and factors influencing a company result. All
lectures are designed as basic introductions to suit the needs
and expectations of bachelor students at all levels as well
as master and PhD students not belonging to D-MTEC. By
giving a coherent overview of Entrepreneurship and its
implications, this course is an ideal enrichment of the
standard curriculum at ETH Zurich. Interested students are
not expected to have previous knowledge in the areas of
business or management. This course is offered every
semester.

Ten professors of D-MTEC are actively involved in the
lectures: P. Baschera, R. Boutellier, F. Fahrni, P. Frauenfelder,
G. Grote, V. Hoffmann, P. Schonsleben, D. Sornette,
J.-E. Sturm, J. Sutanto, T. Wehner, G. von Krogh.

INITIATOR: ETH Zurich

PROJECT MANAGER: Jan Egbert Sturm
PROJECT DURATION: February 2008 — ongoing
PROJECT-ID: Iss.ab.04-366

ECONOMIC GROWTH, CYCLES AND POLICY

DESCRIPTION

This course is intended for students who are interested in
macroeconomics and have already taken an introductory
course in it (e.g. the course “Principles of Macroeconomics”).
Macroeconomics is the branch of economics that studies
the overall working of a national economy, i.e., it studies
the entire economy dealing with issues of growth, inflation,
unemployment, its interaction and with national and inter-
national economic policies relating to these. The course is
offered once a year in spring.

INITIATOR: ETH Zurich

PROJECT MANAGER: JAN-EGBERT STURM
COLLABORATOR: Heiner Felix Mikosch, Samad Sarferaz
PROJECT DURATION: February 2010 — ongoing
PROJECT-ID: Iss.ab.02-364
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INTERMEDIATE ECONOMETRICS

DESCRIPTION

The idea of this course is to familiarize students with instru-
mental variables estimation of linear regression models, and
estimation of models with limited dependent variables and of
nonlinear regression models. While most of the material co-
vered will pertain to cross-sectional data, we will also work on
selected issues with panel data. | will provide STATA programs
and show execution thereof. After having participated in this
course, students will be able to carry out simple research pro-
jects and understand the basics of intermediate econometrics.
In particular, they will be able to write simple programs in
STATA and will be able to qualify their own and others'
regression output relating to problems covered.

INITIATOR: ETH Zurich

PROJECT MANAGER:Peter Egger
COLLABORATOR: Valeria Merlo

PROJECT DURATION: September 2011 — ongoing
PROJECT-ID: Ise.ab.01-407

INTERNATIONAL MONETARY ECONOMICS

DESCRIPTION

The core objective of the course is to develop simple ma-
croeconomic models of open economies that can be use-
fully applied to international economic phenomena ran-
ging from the global financial imbalances, the Chinese
exchange rate regime, the European Monetary Union,
reform proposals for the international financial architec-
ture to emerging market crises.

INITIATOR: ETH Zurich

PROJECT MANAGER: Christoph Moser
PROJECT DURATION: February 2009 — ongoing
PROJECT-ID: Iss.ab.07-392
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INTRODUCTION TO ECONOMIC POLICY

DESCRIPTION

This course equips the students with a first approach to
the theory of economic policy with a distinction made
between the microeconomic approach (regulatory policy,
allocation policy, competition policy) and the macroeco-
nomic approach (fiscal policy, monetary policy). Case studies
with reference to Switzerland are used to build a bridge
from the theory to the practice of economic policy.

INITIATOR: ETH Zurich

PROJECT MANAGER: Jochen Hartwig
PROJECT DURATION: April 2006 — ongoing
HOURS WORKED 2011: 250-500
(included bue.ab.01-162)

PROJECT-ID: bue.ab.01-157

MICROECONOMICS

DESCRIPTION

This course on “Microeconomics” is based on the text-
book by H.R. Varian's “Intermediate microeconomics”. The
lectures aim at a better understanding of more formal
thinking in microeconomics and its meaning for “real
world” economic problems. The course is held on summer
terms.

INITIATOR: ETH Zurich

PROJECT MANAGER: Martin Worter

PROJECT DURATION: September 2007 — ongoing
HOURS WORKED 2011: 250-500

(included bue.ab.01-157)

PROJECT-ID: bue.ab.01-162
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PHD COURSE IN PANEL ECONOMETRICS

DESCRIPTION

A three day applied econometrics course, designed to
enable students at PhD-level to conduct empirical research
in the field of economics. This course focuses on panel
data techniques. The methods are illustrated and applied by
using the software Eviews and STATA. The course empha-
sizes the application of econometric methods and results
to contemporary topics in empirical economic research.
Participants will be equipped with the econometric tools
required to analyze panel data. The course is split up into
theory sessions, taught in a standard lecture format (mor-
nings) and tutored computer sessions (afternoons), during
which the participants have the opportunity to apply their
newly acquired knowledge using standard software pac-
kages. This course is offered once a year.

INITIATOR: ETH Zurich

PROJECT MANAGER: Jan-Egbert Sturm
PROJECT DURATION: October 2006 — ongoing
PROJECT-ID: Iss.ab.05-367

PRINCIPLES OF ECONOMETRICS

DESCRIPTION

This course provides an introduction to fundamental eco-
nometric methods. An equal emphasis is placed both on
theoretical understanding and on applying methods to
real-world problems. This course is intended for students
who are interested in econometrics and have already
taken introductory courses in economics. Econometrics
stands for the application of some specific statistical me-
thods to the field of economics. In econometrics, the star-
ting point is a theoretical model explaining some aspect of
the economy. This model is compared with the available
statistical facts about the economy. Econometrics uses
statistical tests to tackle various questions, including: How
well or badly does the model fit the observed facts? Does
any other available model fit them any better? In any
model, how large is the estimate of the effects of one
variable on any other, and how reliable is the estimate?
How far into the future, and with what degree of reliability,
can the model predict any variable of interest? The course
is offered once a year in spring.

INITIATOR: ETH Zurich

PROJECT MANAGER: Jan-Egbert Sturm
COLLABORATORS: Martin Gassebner, Samad Sarferaz
PROJECT DURATION: February 2008 — ongoing
PROJECT-ID: Iss.ab.03-365



PRINCIPLES OF MACROECONOMICS

DESCRIPTION

This course helps students to understand the world in
which we live in. There are many questions about the
macroeconomy that might spark our curiosity. Why are
living standards so meagre in many African countries?
Why do some countries have high rates of inflation while
others have stable prices? Why have some European
countries adopted a common currency? These are just a
few of the questions that this course will help to answer.
Furthermore, this course will give the students a better
understanding of the potential and limits of economic
policy. As a voter, the students help choose the policies
that guide the allocation of society's resources. When
deciding which policies to support, they may find them-
selves asking various questions about economics. What
are the burdens associated with alternative forms of taxa-
tion? What are the effects of free trade with other coun-
tries? What is the best way to protect the environment?
How does the government budget deficit affect the eco-
nomy? These and similar questions are always on the
minds of policy makers. This course is offered once a
year in autumn. More information can be found on
http://www.kof.ethz.ch/teaching/2011/PoMa/

INITIATOR: ETH Zurich

PROJECT MANAGER: Jan-Egbert Sturm
COLLABORATORS: Christoph Carl Basten,

Heiner Felix Mikosch

PROJECT DURATION: September 2006 — ongoing
PROJECT-ID: Iss.ab.01-362
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PUBLIC ECONOMICS

DESCRIPTION

This course will present a unified framework in which public
policy & its consequences can be analyzed. We introduce
basic concepts used in public economics and some funda-
mentals of economic modeling. An overview on the public
sector will be given by looking at data on public spending.
Issues related to public goods, taxation, tax policy, & public
policy under fiscal federalism will be emphasized. The
primary goal of the course is to familiarize students with
basic concepts and principles of public economics. The
course aims at providing a basic understanding of how
theoretical work may be applied to actual policy problems.
Students will get a good overview of recent key contri-
butions in the field and how these relate to empirical
observations.

INITIATOR: ETH Zurich

PROJECT MANAGER: Peter Egger
COLLABORATOR: Georg Wamser

PROJECT DURATION: September 2011 — ongoing
PROJECT-ID:lse.ab.01-408
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2.2 OTHER TEACHING

2.2.1 ONGOING LECTURES

2.3 RESEARCH DIVISION BUSINESS CYCLES

2.3.1 COMPLETED PROJECTS

APPLIED DEVELOPMENT ECONOMICS

DESCRIPTION

This course deals with economic development and develo-
ping countries from an applied perspective. After an intro-
duction into the topic, typical characteristics, problems and
options related to poorer countries are discussed. Finally, it
addresses a number of prominent approaches to explain
economic stagnation and development. Taught in spring
2007, 2008, 2009, 2010 and 2011. Scheduled for spring
2012.

INITIATOR: University of St. Gallen

PROJECT MANAGER: Michael Graff
PROJECT DURATION: March 2007 — ongoing
HOURS WORKED 2011: 100-250

(included bue.ab.02-295)

PROJECT-ID: bue.ab.02-293

INTERNATIONAL TRADE AND INVESTMENT
POSTGRADUATE COURSE AT THE
UNIVERSITY OF QUEENSLAND, BRISBANE, AUSTRALIA.

DESCRIPTION

Survey of recent advances in foreign trade and investment
topics. Topics include trade theory & policy, international
factor movements, theories of international investment,
and contemporary trade & investment issues in Australia
and the Asia-Pacific region. University of Queensland,
Brisbane, Australia. Taught in: term 2, 2008 and 2009, first
six weeks; summer terms 2008/2009, 2009/2010 and
2010/2011. Scheduled for summer term 2011/12.

INITIATOR: University of Queensland
PROJECT MANAGER: Michael Graff
PROJECT DURATION: July 2008 — ongoing
HOURS WORKED 2011: 100-250
(included bue.ab.02-293)

PROJECT-ID: bue.ab.02-295
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2.3.1.1 FORECASTS

DOES EXPORT CONCENTRATION CAUSE VOLATILITY?

DESCRIPTION

This study investigates the relative contributions of institu-
tions and export concentration in determining aggregate
volatility of output, terms of trade, and exchange rates.
Geographically disadvantaged countries often experience
a concentrated export structure which makes them more
vulnerable to external shocks. Based on a gravity regression,
a measure of export concentration is constructed which is
based entirely on countries' geographic characteristics. Since
this measure is plausibly uncorrelated with other determi-
nants of external volatility, it is used as an instrument for
export concentration to obtain instrumental variables esti-
mates of the effect of export concentration on volatility. We
find that geographic characteristics are indeed strongly
related with export concentration and a gravity equation
describes the bilateral trade structure quite well. However,
since export concentration ratios are not additively sepa-
rable across countries we use an inequality decomposition
method in order to obtain an aggregate measure of con-
centration. Results from instrumental variables regressions
using constructed export concentration as an instrument
for actual export concentration confirm that concen-
tration has a particularly strong effect on volatility in terms
of trade but less so on other measures of volatility.

INITIATOR: KOF

PROJECT MANAGER: Christian Busch

PROJECT DURATION: June 2008-December 2011
HOURS WORKED 2011: <100

PROJECT-ID: fbk.fp.37-309



2.3 Research Division Business Cycles — Completed Projects — Forecasts 31

FORECASTING AND SIGNAL EXTRACTION
BEYOND TRADITIONAL MAXIMUM
LIKELIHOOD PRINCIPLES

DISSERTATION PROJECT

DESCRIPTION

Testing whether a series is trend stationary or not is a com-
mon problem in economics. Beside the classical and most
common used versions like Dickey-Fuller (1979) and Phil-
lips-Perron (1988), several more powerful variants have
been developed.

Nevertheless, all these tests have in common that they are
based on one-step-ahead forecasting performances. In
many application fields, the exclusive consideration of
one-step-ahead performances can lead to problems. In
this project, we briefly illustrate these issues in the context
of real time signal extraction and provide an alternative
test which accounts for the special structure of real time
procedures.

INITIATOR: ETH Zurich

PROJECT MANAGER: Simone G. Elmer

PROJECT DURATION: January 2007-January 2011
HOURS WORKED 2011: <100

PROJECT-ID: fbk.fp.07-261

INTERNATIONAL BUSINESS CYCLES AND
THE STRUCTURE OF SWISS EXPORTS

DESCRIPTION

This project uses disaggregated panel data for exports to
analyse differences in the transmission of international
business cycles across trading partners and goods sectors.
Using data from Eurostat, we test whether Swiss exports
behaved differently during the recent crisis as compared
to the rest of the European countries. We focus on two
main questions and test whether Switzerland can be
regarded as a special case: 1.Have countries with inten-
sive trade with high growth countries (i.e. emerging market
countries) recovered more quickly from the recession?
2. Have countries with a low pro-cyclical composition of
exports faced a more moderate recession in exports?

INITIATOR: KOF

PROJECT MANAGER: Christian Busch

PROJECT DURATION: July 2010—-December 2011
HOURS WORKED 2011: 100-250
PROJECT-ID: fbk.fp.57-345

STRUCTURAL BREAKS IN THE PRODUCTIVITY
LEVEL OF EXPORTS

DESCRIPTION

This projects searches for structural breaks in the producti-
vity levels of countries’ export structures during the process
of economic development.

INITIATOR: KOF

PROJECT MANAGER: Christian Busch

PROJECT DURATION: July 2010—-December 2011
HOURS WORKED 2011: <100

PROJECT-ID: fbk.fp.56-343
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2.3.1.2 RESEARCH

2.3.1.2.1 BUSINESS CYCLES

ANALYZING CAPITAL INVESTMENT AND
UNEMPLOYMENT USING MODERN STATISTICAL
METHODS

DISSERTATION PROJECT

DESCRIPTION

Investment in machinery & equipment is a central part of
aggregate demand. A detailed analysis of investment in
machinery & equipment is vital for evaluating the current
state of the economy and for forecasting the business
cycle developments. This project aims at deepening the
existing knowledge about the determinants of investment
in machinery & equipment and empirically testing new
approaches.

INITIATOR: KOF

PROJECT MANAGER: Rolf Schenker

PROJECT DURATION: October 2006—February 2011
HOURS WORKED 2011: <100

PROJECT-ID: fbk.fp.06-79

Annual Report 2011

CAPACITY UTILISATION AND MACRO DYNAMICS
FROM A MICRO PERSPECTIVE
DISSERTATION PROJECT

DESCRIPTION

The aim of this doctoral thesis is to analyse the business
cycles in Switzerland making use of the broad availability
of survey data at KOF Swiss Economic Institute. The main
bridge to do so is the investigation of the relationship bet-
ween macroeconomic phenomena and the underlying
individual decision-making processes of firms. The basis
for the study is a novel and internationally unique data set
that comprises both qualitative (e.g. survey) and quanti-
tative data on individual firms. The information gained from
the data can be used to look at macroeconomic questions
such as the reactions of firms to demand and supply shocks
in terms of prices and capacities and especially the inter-
active dynamics between those. This complex relationship
between micro-level decision-making such as price setting
and the macro perspective on, for example, the overall
inflation dynamics has attracted a lot of research interest.
However, the theoretical claims could very often not been
substantiated empirically due to lack of appropriate data.
The availability of such data for Switzerland provides a
possibility to fill this gap with this doctoral thesis. This can
foster the economic understanding of the links between
individual decisions and macroeconomic dynamics.

INITIATOR: KOF

PROJECT MANAGER: Eva M. Kéberl

PROJECT DURATION: October 2006—April 2011
HOURS WORKED 2011: 100-250

PROJECT-ID: fbk.fp.05-318

MACROECONOMIC MODELING OF PRIVATE
CONSUMPTION IN SWITZERLAND
DISSERTATION PROJECT

DESCRIPTION

Private consumption accounts for roughly 60 per cent
of Switzerland's GDP and is thus an important factor in
economic forecasting. This project explores different
approaches of modeling private consumption in Switzer-
land. The approaches are evaluated in the context of a
small macroeconomic model.

INITIATOR: KOF

PROJECT MANAGER: Martin Straub

PROJECT DURATION: December 2008—December 2011
HOURS WORKED 2011: 1000-2500

PROJECT-ID: fbk.fp.20-317
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2.3.1.2.2 MONETARY POLICY

MEASURING THE ECONOMIC AND FINANCIAL
IMPACT OF NEWS SENTIMENT
DISSERTATION PROJECT

DESCRIPTION

Media coverage via the internet has become extremely
important in the past decade. Many studies have found
that public news influence public opinion. However, the
effects of sentiment published in news articles on the mas-
ses escaped from the scientists' and researchers' attention.
Therefore, we examine methodologically and empirically
the use of news sentiment versus qualitative sentiment
surveys and its forecasting ability for economic perfor-
mance and growth. In the first paper, a “Naive Bayes
Classifier” algorithm will be used for the sentiment analysis
and tested for its forecasting accuracy. Ordinary Least
Squares (OLS) regressions as well as a low-frequency spline-
GARCH model will be utilised for estimation and tested
for accuracy. In the second paper, we use a GARCH-M
model in a high-frequency data analysis to test news sen-
timent on foreign exchange rates. Kalman filters will be
applied for data smoothing purposes. Greed and fear are
sentimental human characteristics that can influence capi-
tal markets in extreme situations. Accordingly, in the third
paper, we attempt to formulate a model that assesses
when greed and fear, i.e. investor over- and underreaction,
are highest and lowest, respectively, by testing news sen-
timent and the VIX with the stock market index S&P 500
in a OLS model.

INITIATOR: KOF

PROJECT MANAGER: Matthias W. Uhl

PROJECT DURATION: June 2009-December 2011
HOURS WORKED 2011: 500-1000

PROJECT-ID: fbk.fp.41-324

2.3.2 ONGOING PROJECTS

2.3.2.1 SURVEY ACTIVITIES

CONSULTANCY OF CBA CENTRAL BANK
OF AZERBAIJAN

DESCRIPTION

The Central Bank of Azerbaijan is interested in developping
and expending the business tendency surveys. Moreover,
they are interested in the search for coincident and leading
indicators. KOF helps the CBA in both fields.

INITIATOR: Graduate Institute of International and
Development Studies (HEID)

PROJECT MANAGER: Richard Etter

PROJECT DURATION: August 2011 — ongoing
HOURS WORKED 2011: 100-250

PROJECT-ID: fbk.fp.65-399

FURTHER DEVELOPMENT OF BUSINESS
TENDENCY SURVEYS IN UKRAINE

DESCRIPTION

Ukraine has become more and more of an open market
economy. Therefore, the conditions for the introduction
and conduct of business tendency surveys (BTS) are now
in place. The Institute for Economic Research and Policy
Consulting (IER) has been conducting surveys in the manu-
facturing industry and in banking sector for several years
already. The next step is to establish a survey in the hotel
and catering sector.

INITIATORS: Schweizerischer Nationalfonds, SCOPES
PROJECT MANAGER: Richard Etter

PROJECT DURATION: January 2005 — ongoing
HOURS WORKED 2011: <100

PROJECT-ID: fbk.fp.09-89
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KOF CONSENSUS FORECAST

DESCRIPTION

KOF Swiss Economic Institute has been conducting the tra-
ditional “Business Economists' Consensus (BEC) Survey”
since September 2007. Economists from the private sector
and the academics are asked about their forecasts of the
key figures of the Swiss economy (e.g., GDP growth and
inflation for the current and the next year). The results are
published as “KOF Consensus Forecast” on a quarterly
basis.

INITIATOR: KOF

PROJECT MANAGER: Andrea Schnell
COLLABORATORS: David Iselin, Martin Straub,
Anne Stlicker

PROJECT DURATION: September 2007 — ongoing
HOURS WORKED 2011: 100-250

PROJECT-ID: fbk.uf.19-262

QUALITATIVE INVESTMENT SURVEY

DESCRIPTION

The qualitative investment survey is a useful tool for fore-
casting investment at an early stage. This annual survey is
conducted in autumn. It contains questions about invest-
ment plans and goals as well as motivations for direct
investments abroad. The results provide a good indicator
of the firms' mood. The sample is the same as the one
used for the innovation surveys and covers the entire busi-
ness sector (manufacturing, construction, and services).
The results of the survey are published in a survey report.
KOF has now decided to adapt the survey to the joint har-
monised EU programme. This means to extend it with a
quantitative question, and to modify some of the existing
questions. The survey will newly be conducted in spring
and in fall. Furthermore, the results will also be available
for the statistical regions (BFS-Regionen).

INITIATOR: KOF

PROJECT MANAGER: Andrea Schnell
PROJECT DURATION: January 1996 — ongoing
HOURS WORKED 2011: 1000-2500
PROJECT-ID: fbk.uf.12-228
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SURVEY DELIVERY FOR UBS

DESCRIPTION

UBS stops its own survey activities and obtains the results of
all KOF surveys from January 2012 onwards. This project
defines the necessary prearrangements and the continuous
data delivery for UBS.

RESULTS
Establishment of necessary IT-adjustment, setup of survey
design (weighting) and continuous data delivery from 2012
onwards.

INITIATOR: UBS AG

PROJECT MANAGER: Eva M. Kéberl
COLLABORATORS: Richard Etter, Willy U. Roth
PROJECT DURATION: May 2011 — ongoing
HOURS WORKED 2011: 100-250
PROJECT-ID: fbk.uf.20-400

SURVEY ON ARCHITECTS AND ENGINEERS

DESCRIPTION

Until spring 2011, the survey was carried out quarterly in
collaboration with the “Schweizerischer Ingenieur- und
Architektenverein (SIA)”. Since April 2011, the survey is
carried out monthly with a revised questionnaire and on
the basis of NOGA 2008. The survey is conducted in two
modes: on paper or online. The firms are asked about past
and future developments as well as for an appreciation of
the actual situation mainly by qualitative questions. The
participating firms regularly receive a report with com-
ments and charts. Apart from the overall results for
Switzerland, there are cantonal and regional results as well.

INITIATOR: Schweizerischer Ingenieur- und
Architektenverein (SIA)

PROJECT MANAGER: Richard Etter
COLLABORATOR: Dirk Drechsel

PROJECT DURATION: January 1996 — ongoing
HOURS WORKED 2011: 500-1000
PROJECT-ID: fbk.uf.10-206
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SURVEY ON CONSTRUCTION

DESCRIPTION

Until spring 2011, the survey was carried out quarterly.
Beginning with April 2011, the survey is carried out
monthly with a revised questionnaire and on the basis of
NOGA 2008. The survey is conducted in two modes: on
paper or online. The firms are asked about past and future
developments as well as for an appreciation of the actual
situation mainly by qualitative questions. The participating
firms regularly receive a report with comments and charts.
Apart from overall results for Switzerland, there are can-
tonal and regional results as well. The panel and the
weightings are regularly updated.

RESULTS
The results of this survey provide input to other projects on
a regular basis.

INITIATOR: KOF

PROJECT MANAGER: Richard Etter
COLLABORATOR: Dirk Drechsel

PROJECT DURATION: January 1994 — ongoing
HOURS WORKED 2011: 1000-2500
PROJECT-ID: fbk.uf.02-201

SURVEY ON FINANCIAL ACTIVITIES

DESCRIPTION

Since July 2010, the survey is carried out monthly in two
modes: on paper or online. The firms are asked about past
and future developments as well as for an appreciation of
the actual situation mainly by qualitative questions. The
participating firms regularly receive a report with comments
and charts.

RESULTS
The results of this survey provide input to other projects on
a regular basis.

INITIATOR: KOF

PROJECT MANAGER: Richard Etter
COLLABORATOR: Matthias Bannert

PROJECT DURATION: January 2010 — ongoing
HOURS WORKED 2011: 500-1000
PROJECT-ID: fbk.uf.01-237

SURVEY ON HOTEL AND CATERING

DESCRIPTION

The survey is carried out quarterly in two modes: on paper
or online. The firms are asked about past and future deve-
lopments as well as for an appreciation of the actual situ-
ation mainly by qualitative questions. The participating
firms regularly receive a report with comments and charts.
Apart from the overall results for Switzerland, there are
cantonal and regional results as well.

RESULTS
The results of this survey provide input to other projects on
a regular basis.

INITIATOR: KOF

PROJECT MANAGER: Richard Etter
COLLABORATORS: Michael Graff, Martin Straub
PROJECT DURATION: October 1988 — ongoing
HOURS WORKED 2011: 250-500
PROJECT-ID: fbk.uf.05-202

SURVEY ON MANUFACTURING INDUSTRY

DESCRIPTION

The survey is carried out monthly in two modes: on paper
or online. An additional questionnaire is sent to the firms
on a quarterly basis. The results distinguish between bran-
ches as well as export-intensity. The firms are asked about
past and future developments as well as for an apprecia-
tion of the actual situation mainly by qualitative ques-
tions. The participating firms regularly receive a report
with comments and charts. Apart from the overall results for
Switzerland, there are cantonal and regional results as well.

RESULTS
The results of this survey provide input to other projects
on a regular basis.

INITIATOR: KOF

PROJECT MANAGER: Richard Etter
COLLABORATORS: Gunther Greulich, Andrea Schnell
PROJECT DURATION: August 1955 — ongoing
HOURS WORKED 2011: 500-1000

PROJECT-ID: fbk.uf.07-204
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SURVEY ON RETAIL INDUSTRY

DESCRIPTION

This survey is conducted monthly in cooperation with the
“Bundesamt fur Statistik (BFS)". The survey concerns nation-
wide and cantonal evaluations of quantitative turnover
figures in retail industry as well as nationwide and canto-
nal evaluations of qualitative statements. The survey can
be filled out on paper or online. The sample of small firms
is renewed and checked every second year. The participa-
ting firms obtain regular reports on the results.

INITIATOR: Bundesamt fiir Statistik (BFS)
PROJECT MANAGER: Eva M. Kéberl
COLLABORATOR: Martin Straub

PROJECT DURATION: May 2005 - ongoing
HOURS WORKED 2011: >4000
PROJECT-ID: fbk.uf.03-211

SURVEY ON SERVICE INDUSTRIES
TRANSPORTATION, INFORMATION, COMMUNICATIONS,
AND ECONOMIC AND PERSONAL SERVICES

DESCRIPTION

The survey is carried out quarterly in two modes: on paper
or online. The firms are asked about past and future deve-
lopments as well as for an appreciation of the actual situa-
tion mainly by qualitative questions. The participating
firms regularly receive a report with comments and charts.
Apart from the overall results for Switzerland, there are
cantonal and regional results as well. The panel and the
weightings are regularly updated.

RESULTS
The results of this survey provide input to other projects
on a regular basis.

INITIATOR: KOF

PROJECT MANAGER: Richard Etter
COLLABORATORS: David Iselin, Anne Stlcker
PROJECT DURATION: October 2006 — ongoing
HOURS WORKED 2011: 250-500
PROJECT-ID: fbk.uf.04-82
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SURVEY ON WHOLESALE

DESCRIPTION

In collaboration with “VSIG — Handel Schweiz"”, the survey
is carried out quarterly in two modes: on paper or online.
The firms are asked about past and future developments
as well as for an appreciation of the actual situation
mainly by qualitative questions. The participating firms
regularly receive a report with comments and charts.
Apart from the overall results for Switzerland, there are
cantonal and regional results as well.

RESULTS
The results of this survey provide input to other projects on
a regular basis.

INITIATOR: VSIG Handel Schweiz
PROJECT MANAGER: Richard Etter
COLLABORATOR: Giinther Greulich
PROJECT DURATION: July 2006 — ongoing
HOURS WORKED 2011: 100-250
PROJECT-ID: fbk.uf.06-203
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2.3.2.2 FORECASTS

JOINT ECONOMIC FORECAST FOR GERMANY

DESCRIPTION

In collaboration with the Munich-based ifo Institute, KOF
Swiss Economic Institute participates in the semiannual
“joint economic forecast” for Germany. KOF and ifo are
one of four consortia which were appointed by the German
Federal Ministry of Economics and Technology to carry out
this project during the 2010-2012 period.

INITIATOR: KOF

PROJECT MANAGER: Jochen Hartwig
COLLABORATORS: Christian Busch, Matthias W. Uhl
PROJECT DURATION: September 2007 — ongoing
HOURS WORKED 2011:500-1000

PROJECT-ID: fbk.fp.33-255

KOF INTERNATIONAL FORECASTS

DESCRIPTION

In view of the great importance of international markets
for the Swiss economy, KOF Swiss Economic Institute
publishes quarterly forecasts for the USA, Japan, and the
four biggest EU-economies. The tables provide annual as
well as quarterly data for both real and monetary variables.

INITIATOR: KOF

PROJECT MANAGER: Michael J. Lamla
COLLABORATORS: Christian Busch, Jochen Hartwig,
Matthias W. Uhl

PROJECT DURATION: April 2006 — ongoing

HOURS WORKED 2011: 250-500

PROJECT-ID: fbk.pb.05-248

KOF MACROECONOMETRIC MODEL

DESCRIPTION

The KOF macroeconometric model is used for the prepara-
tion of the quarterly Swiss macroeconomic forecasts and
for simulation and policy analysis purposes. The model is
regularly maintained and updated.

The model equations and estimation periods were updated
in 2011 in view of the availability of the new officially defi-
nitive data. Previously, single equations were used to esti-
mate and forecast exports and imports of services as aggre-
gates. In 2011, exports and imports of services variables
were further broken down to their components (such as
commoditiy trade, royalties and licences, financial services,
etc.) and a bottom-up approach to forecast the aggregate
values was introduced.

RESULTS

The model structure is revised for the Spring and Autumn
forecasts. For the Winter and Summer forecasts, the model
version from the previous forecast remains essentially un-
changed. Data and scenario updates are made in all cases.
In addition to its central role in the forecasting process,
the KOF macroeconometric model is also used in econo-
mic policy relevant third-party projects and by KOF staff in
their academic work.

INITIATOR: KOF

PROJECT MANAGER: Yngve Abrahamsen
COLLABORATORS: Erdal Atukeren, Boriss Siliverstovs,
Banu Simmons-Suer

PROJECT DURATION: January 2004 — ongoing
HOURS WORKED 2011: 500-1000

PROJECT-ID: fbk.oh.01-69
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NOWCASTING AND FORECASTING THE SWISS
ECONOMY

DESCRIPTION

This project intends to perform a forecasting evaluation of
the models used for computing early estimates of current
quarter GDP (nowcasting) and short-term forecasts of Swiss
GDP up to two quarters ahead. The produced forecasts are
intended to complement those based on the KOF Macro-
econometric model during regular quarterly KOF forecasts.

RESULTS

The possible future research directions for this project are:
building up small-scale factor models for GDP prediction;
investigation of sensitivity of forecast accuracy to alternative
quantification methods of the qualitative survey indicators;
Bayesian estimation of forecasting models.

INITIATOR: KOF

PROJECT MANAGER: Boriss Siliverstovs
PROJECT DURATION: April 2008 — ongoing
HOURS WORKED 2011: 500-1000
PROJECT-ID: fbk.fp.19-306

QUARTERLY MACROECONOMIC ANALYSIS
FORECASTS FOR THE SWISS ECONOMY

DESCRIPTION

KOF Swiss Economic Institute calculates and presents
updated macroeconomic forecasts for the Swiss economy
in March, June, September, and December. The main
release is the autumn forecast with a broad analysis of
various sectors of the economy. The spring release provi-
des a broad, but less extensive information. The winter and
summer releases make short updates of the previous
releases. The project is a core activity of KOF.

INITIATOR: KOF

PROJECT MANAGER: Yngve Abrahamsen
COLLABORATORS: Roland Aeppli, Erdal Atukeren,
Christian Busch, Richard Etter, Dirk Drechsel, Andres Frick,
Michael Graff, Glnther Greulich, Jochen Hartwig,
David Iselin, Michael J. Lamla, Andrea Lassmann,
Willy U. Roth, Andrea Schnell, Boriss Siliverstovs,
Banu Simmons-Suer, Martin Straub, Anne Stiicker,
Jan-Egbert Sturm, Matthias W. Uhl

PROJECT DURATION: July 2007 — ongoing

HOURS WORKED 2011: >4000

PROJECT-ID: fbk.pb.02-251

SHORT-TERM FORECASTING MODEL
FOR SWITZERLAND'S ELECTRICITY TRADE

DESCRIPTION

The aim of this project is to forecast Swiss electricity exports
and imports in MWh and CHF terms on a monthly basis.
This project is contracted by the Swiss Federal Customs
Office (OZD).

RESULTS

We forecast Switzerland's electricity trade on a monthly
basis using a time series modelling framework. Our results
provide input for the Swiss Federal Customs Office (OZD).
A KOF Analysis publication (eventually a journal article)
summarising the experience with this forecasting project
is planned.

INITIATOR: KOF

PROJECT MANAGER: Erdal Atukeren

COLLABORATORS: Yngve Abrahamsen, Andrea Lassmann,
Banu Simmons-Suer

PROJECT DURATION: October 2007 — ongoing

HOURS WORKED 2011: 100-250

PROJECT-ID: fbk.fp.36-273
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2.3.2.3 INDICATORS

ECONOMIC INDICATORS FOR ZURICH

DESCRIPTION

Commissioned by the Statistical Office of the City of
Zurich, KOF Swiss Economic Institute calculates economic
indicators for the city and the economic region of Zurich.
The regionalisation is realised for the surveys in construc-
tion, retail trade, wholesale trade, hotel and catering as
well as other service branches.

INITIATOR: KOF

PROJECT MANAGER: Richard Etter

PROJECT DURATION: October 2006 — ongoing
HOURS WORKED 2011: <100

PROJECT-ID: fbk.fp.15-258

IDENTIFICATION OF COINCIDENT AND
LEADING INDICATORS

DESCRIPTION

For the division Business Cycles, the identification of coin-
cident and leading indicators in the KOF survey data and
in other sources is of special interest as they form the basis
for our composite indicators for the Swiss economy as a
whole as well as for particular sectors and regions. Hence,
we are continuously monitoring the available data for
potential coincident and leading indicators.

RESULTS
Amongst the composite indicators for the Swiss economy,
the KOF Economic Indicator is conceivably the most widely
watched.

INITIATOR: KOF

PROJECT MANAGER: Michael Graff

COLLABORATORS: Matthias Bannert, Richard Etter,

Eva M. Koberl, Andrea Schnell, Boriss Siliverstovs,

Martin Straub

PROJECT DURATION: January 1999 — ongoing

HOURS WORKED 2011: 100-250

(included fbk.fp.10-84, fbk.fp.10-259 and fbk.fp.10-111)
PROJECT-ID: fbk.fp.10-90

INDICATORS FOR THE REGIONS/
CANTONS OF SWITZERLAND

DESCRIPTION

This project involves the search for coincident and leading
synthetic indicators for the development of employment
in Switzerland and in Swiss Cantons and regions. The
synthetic indicators are based on selected, early available
survey results of KOF Swiss Economic Institute. Ideally, the
items should cover the employment or the business situa-
tion (actual and future) of a firm.

INITIATOR: KOF

PROJECT MANAGER: Richard Etter

COLLABORATORS: Michael Graff, Boriss Siliverstovs
PROJECT DURATION: December 2004 - ongoing

HOURS WORKED 2011: 100-250

(included fbk.fp.10-90, fbk.fp.10-259 and fbk.fp.10-111)
PROJECT-ID: fbk.fp.10-84

INDICATORS OF EMPLOYMENT FOR
THE CANTON OF GENEVA

DESCRIPTION

The construction of this quarterly indicator is, in principal,
similar to employment indicator for Switzerland. However,
we take into consideration the survey results for Geneva.
If these are not available, we use the survey results for the
region of the lake of Geneva, and in case those are also
not available, we make use of the results for Switzerland
as basis.

INITIATOR: KOF

PROJECT MANAGER: Richard Etter

PROJECT DURATION: January 2008 — ongoing

HOURS WORKED 2011: 100-250

(included fbk.fp.10-90, fbk.fp.10-84 and fbk.fp.10-111)
PROJECT-ID: fbk.fp.10-259
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INDICATORS OF FISCAL POLICY

DESCRIPTION

The state and development of public finances can be
characterised by a number of different indicators. To
estimate the impact of budgets on aggregate demand,
the KOF in its quarterly forecasts calculates a simple indi-
cator of fiscal impulse. The aim of the project is to com-
pare this indicator theoretically and empirically with
alternative measures suggested in the literature.

RESULTS

Contrary to standard opinion, a recent paper by Schal-
tegger/Weder (2010) comes to the conclusion that fiscal
policy in Switzerland was counter-cyclical. A critical look
is taken at their method, and it is contrasted with the
fiscal indicator regularily calculated for the KOF fore-
casts, which supports the view of a predominantly pro-
cyclical fiscal policy.

INITIATOR: KOF

PROJECT MANAGER: Andres Frick

PROJECT DURATION: July 2006—December 2012

HOURS WORKED 2011: 100-250

(included fbk.fp.10-84, fbk.fp.10-90 and fbk.fp.10-259)
PROJECT-ID: fbk.fp.10-111
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KOF-«BAUBLATT»-INDICATOR
FORECAST OF THE DEVELOPMENT
OF THE CONSTRUCTION INVESTMENTS

DESCRIPTION

The information published by the authorities about the
building permit applications submitted and the approvals
issued is compiled weekly by the magazine “Baublatt”.
Since most construction projects in Switzerland are depen-
dent on state approval, it makes sense to use this data for
the forecasts of expected developments in construction
investments. KOF Swiss Economic Institute has therefore
evaluated the information collected by “Baublatt” about
the building permit applications and the approvals and
examined its forecasting characteristics for construction
investments.

RESULTS

On the basis of construction approvals, KOF Swiss Econo-
mic Institute has developed two indicators which allow a
forecast to be made about the expected nominal invest-
ments in residential construction as well as for the overall
construction investments over the following eight months.
Both of these KOF-"Baublatt"-indicators are published
quarterly and show the expected expenditures on invest-
ments in million CHF as well as the corresponding rates of
change from the previous year.

INITIATOR: KOF

PROJECT MANAGER: Dirk Drechsel
COLLABORATORS: Yngve Abrahamsen,
Kateryna Markhanova

PROJECT DURATION: August 2005 — ongoing
HOURS WORKED 2011: <100

PROJECT-ID: fbk.uf.14-170



2.3 Research Division Business Cycles — Ongoing Projects — Indicators 41

KOF ECONOMIC BAROMETER
LEADING ECONOMIC INDICATOR FOR SWITZERLAND

DESCRIPTION

The KOF Economic Barometer is designed as a leading
indicator for the year-on-year growth rate of Swiss GDP. It
is published at the end of each month. The present version
makes use of 25 indicator series and aggregates them
according to a multi-sectoral structure. In particular, a
financial sector module and a construction sector module
are estimated separately from the “core GDP” module,
which is by construction a residual, but covers the largest
share of economic activity in Switzerland. The core GDP
module relies on three measurement models: Swiss indus-
try, Swiss consumption, and export destination EU.

The aggregation of the indicators is accomplished by prin-
cipal component extractions for each module or measure-
ment model, respectively. The first principal components
are then scaled to the year-on-year growth rate of the
sector that they are reflecting. After this, the modules are
aggregated according to their share in GDP. Finally, the
barometer is sent to a recursive filter to eliminate seasonal
patterns and noise.

The performance of the barometer is carefully monitored,
and the indicators that show weakening correlation or
weakening leads with their target series are abandoned or
replaced. Moreover, due to the revisions to Swiss national
accounting standards and the breakdown of the value-
added according to sectors, the barometer is occasio-
nally re-fitted to the revised target series.

INITIATOR: KOF

PROJECT MANAGER: Michael Graff
COLLABORATORS: Richard Etter, Eva M. Kdberl,
Boriss Siliverstovs

PROJECT DURATION: April 2006 — ongoing
HOURS WORKED 2011: 1000-2500
PROJECT-ID: fbk.pb.01-81

KOF EMPLOYMENT INDICATOR

DESCRIPTION

In this project, the KOF Swiss Economic Institute Employ-
ment Indicator for Switzerland is constructed using the
business tendency surveys data collected at KOF. The indi-
cator precedes the publication of the official employment
statistics and displays excellent out-of-sample forecasting
properties of full-time-equivalent employment year-on-
year quarterly growth rates up to two quarters ahead. The
actual values of the KOF Employment Barometer are regu-
larly released at the KOF webpage on a quarterly basis.

INITIATOR: KOF

PROJECT MANAGER: Boriss Siliverstovs
COLLABORATORS: Richard Etter, David Iselin,
Anne Stlcker, Michael Siegenthaler

PROJECT DURATION: November 2008 — ongoing
HOURS WORKED 2011: <100

PROJECT-ID: fbk.fp.22-330

KOF MONETARY POLICY COMMUNICATOR
FOR THE EURO AREA
INDICATOR FOR MEASURING ECB COMMUNICATION

DESCRIPTION

The KOF Monetary Policy Communicator for the Euro
Area (KOF MPC) provides a quantitative measure of ECB
communication. It translates the ECB President's state-
ments concerning risks to price stability as made during
the monthly press conference into an index. By aggrega-
ting forward-looking statements concerning price stabi-
lity, the KOF MPC contains information about the future
path of ECB monetary policy.

RESULTS

The KOF MPC anticipates changes in the main refinancing
rate by two to three months. Since Nov 8, 2007, the indica-
tor is published on the day of the Governing Council mee-
ting at 17:30 CET.

INITIATOR: KOF

PROJECT MANAGER: Michael J. Lamla

PROJECT DURATION: November 2007 — ongoing
HOURS WORKED 2011: 100-250
PROJECT-ID: fbk.fp.39-337
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2.3.2.4 RESEARCH

2.3.2.4.1 BUSINESS CYCLES

BUSINESS CYCLE TRANSMISSION
AT THE FIRM LEVEL
DISSERTATION PROJECT

DESCRIPTION

Business tendency surveys (BTS) are widely used in empirical
economic research and serve as a basis for important poli-
tical and economic decisions. Although it is safe to assume
that respondents’ behaviour influences the data generating
process of survey research, the effects of response beha-
viour in business surveys have not been addressed com-
prehensively in the literature yet.

This doctoral dissertation project addresses these effects
in order to improve data quality, e.g. by suggesting weigh-
ting schemes with respect to response behaviour. The identi-
fication of cruising behaviour or the effects related to the
answer mode is one of the main objectives.

Since it is more difficult in BTS than in other kinds of surveys
to ask behaviour related questions, the analysis focuses on
the so-called “paradata”, i.e., the data generated about the
data generating process — such as the response times.

INITIATOR: KOF

PROJECT MANAGER: Matthias Bannert
PROJECT DURATION: October 2009 — ongoing
HOURS WORKED2011: 250-500
PROJECT-ID: fbk.fp.44-332
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FEATURES OF THE SWISS BUSINESS CYCLE

DESCRIPTION

Being situated in the middle of Europe and surrounded by
EU member states, Switzerland is neither a member of the
EU nor the European monetary union. This special situation
gives rise to several aspects that influence the national
business cycle in a (possibly) different way than other
comparable countries. We first suggest a chronology of
the classical business cycle in Switzerland using different
methodologies. We then analyse possible international
interconnectedness of business cycles across countries
worldwide. We then turn to the analysis of components
that are special for Switzerland in comparison to other
(European) countries. The focus lies on the effects on labour
market key indicators like the unemployment rate or wage
development. We hence analyse the effects of immigra-
tion on inflation as well as the natural rate of unemploy-
ment from the supply side. Another important aspect of
the Swiss economy is its intense trade activity predomi-
nantly with the US and adjacent EU member states. As
Switzerland is not a member of the Euro zone but has its
own currency (Swiss franc), its strong dependency on
exchange rate developments may influence the export
structure. We hence analyse the effect of exchange rate
movements across export destinations and industries.
Lastly, we take a closer look at fiscal policy decisions in
Switzerland. It is still under debate whether the fiscal
policy is counter- or procyclical. We intend to shed more
light on this question.

INITIATORS: CIRET, KOF

PROJECT MANAGER: Michael Graff
COLLABORATORS: Andres Frick, Eva M. Kéberl,
Michael J. Lamla, Andrea Lassmann, Boriss Siliverstovs
PROJECT DURATION: January 2011-December 2012
HOURS WORKED 2011: 500-1000

PROJECT-ID: fbk.fp.63-395
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PITFALLS AND OPPURTUNITIES OF
CAUSALITY TESTS

DESCRIPTION

This project involves the examination and applications of
the notion of causality in Granger's sense. In addition,
various recent extensions of the concept of Granger-cau-
sality are also being examined. One of them is the notion
of causality-in-variance. Its methodological grounds and
implications are investigated and empirical applications in
economics and finance will follow.

RESULTS

First, the causality-in-variance tests were applied to busi-
ness confidence and stock returns in Greece, Italy, Portugal
and Spain. It is found that there is some evidence of volati-
lity spillovers but the relationship between business confi-
dence and stock market returns might differ substabtially
across the countries. Secondly, the effect of manufacturing
and non-manufacturing sector business confidence in the
US on US stock market regimes were invested by using a
time-varying Markov regime-switching model. The results
indicate that especially the manufacturing sector business
confidence mediates the regime switches. The results will
be appearing in an Applied Financial Economics article. The
work on Breitung-Candelon short-term and long-term cau-
sality tests are in progress and will be one of the key areas
of this project's research in 2012.

INITIATOR: KOF

PROJECT MANAGER: Erdal Atukeren
PROJECT DURATION: January 2006 — ongoing
HOURS WORKED 2011: 100-250
PROJECT-ID: fbk.fp.28-226

REAL-TIME DATA ANALYSES

DESCRIPTION

This project comprises analyses of economic real time data
in Switzerland and elsewhere. The focus is, firstly, on the
characteristics of the revision process, i.e. on the reliability
of early data releases. Secondly, we investigate whether
early data releases are efficient in the sense that informa-
tion available in real time can help produce estimates that
are significantly closer to later releases of the target series.

RESULTS

So far, we examined whether real-time estimates of the
output gap as published by the OECD can be improved by
referring to measures of physical capital capacity utilisation
from business tendency surveys. These data relate directly
to the stress on the current capacity to produce goods and
services and are not revised. Our real-time panel data set
comprises 22 countries at both an annual and quarterly
frequency with data vintages from 1995 to 2009. We show
that the real-time output gaps are informationally ineffi-
cient in the sense that survey data available in real time can
help produce estimates that are significantly closer to later
releases of output gap estimates. Sensitivity analyses con-
firm that this finding is robust.

INITIATOR: KOF

PROJECT MANAGER: Michael Graff

COLLABORATORS: Yngve Abrahamsen, Jochen Hartwig,
Jan-Egbert Sturm

PROJECT DURATION: October 2010 — ongoing

HOURS WORKED 2011: 100-250

PROJECT-ID: fbk.fp.48-349
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2.3.2.4.2 INTERNATIONAL ECONOMICS

FIRMS AND INTERNATIONAL TRADE
DISSERTATION PROJECT

DESCRIPTION

Research in international trade has focused on analysing the
role of firms in international trade. This research is based on
micro datasets that track production and trade at the firm
level. It has been shown that trading firms differ substan-
tially from firms that solely serve the domestic market. For
instance, exporters are larger, more productive, more skill-
and capital-intensive, and they pay higher wages than non-
exporting firms. Furthermore, exporting firms have a higher
ex-ante productivity. The dissertation empirically analyses
similar research questions using micro-data on Swiss foreign
trade and the KOF Swiss Economic Institute's firm database.
In addition, the project takes into account Switzerland's
geographical and institutional characteristics that will offer
new insights and complement the existing literature.

INITIATOR: KOF

PROJECT MANAGER: Andrea Lassmann
PROJECT DURATION: July 2007-December 2012
HOURS WORKED 2011: 1000-2500
PROJECT-ID: fbk.fp.34-247

INTERNATIONAL DIFFERENCES IN THE LEVEL
AND STRUCTURE OF TAXATION

DESCRIPTION

International differences in taxation are important factors
in the quest for national competitive advantage. They also
raise issues of unfair competition and differences in the
(in)equality of the distribution of incomes and wealth.

RESULTS

An international comparison of taxes in Switzerland needs
to take institutional differences into consideration. In Switzer-
land health insurance and the part of old age provision
that is capital funded are classified as private insurances
and therefore not included in social security contributions.
Also, the revenue from sales of public goods and services,
which is not classified as taxes, is high in Switzerland.
Accounting for this leads to the unexpected conclusion,
that the burden on the average household income is
slightly above the average of the OECD and equivalent to
the EU15. However, the tax rate on corporate income is
below average. Due to the federalistic structure of the
Swiss tax system with large differences in tax rates, the tax
burden of firms and individuals can be greatly reduced by
the appropriate choice of location.
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INITIATOR: KOF

PROJECT MANAGER: Andres Frick

PROJECT DURATION: September 2009 - ongoing
HOURS WORKED 2011: <100

PROJECT-ID: fbk.fp.11-328

INTERNATIONAL TRADE AND ECONOMIC
GROWTH

DESCRIPTION

This project involves several sub-projects. First, we test
whether there is export-led or import and consumption-led
growth in Switzerland. The second sub-project has a rather
methodological flavour. We focus on an alternative cha-
racterisation of the export growth variable (e.g., an export
shock — the shock being defined as in the oil price shock
literature by J. Hamilton). The third sub-project is concerned
with the new developments in emerging markets, such a
new group of countries coined as CIVETS (Colombia, Indo-
nesia, Vietnam, Egypt, Turkey, and South Africa). The fourth
sub-project is the re-examination of the exports-economic
growth relationship in view of the global financial crisis.

RESULTS

This project led to a publication in KOF Analyses and a
number of presentations. In 2011, a paper on the CIVETS
economies was completed. The paper investigates the
interdependence and contagion among CIVETS countries
using causality-in-mean and causality-in-variance tests in
addition to rolling-correlation analysis. It is under review
at an academic journal.

INITIATOR: KOF

PROJECT MANAGER: Erdal Atukeren
COLLABORATOR: Jochen Hartwig

PROJECT DURATION: October 2006 — ongoing
HOURS WORKED 2011: <100

PROJECT-ID: fbk.fp.26-223
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MACROECONOMIC EFFECTS OF OIL PRICE SHOCKS

DESCRIPTION

This project investigates the effects of oil price fluctua-
tions on macroeconomic performance with special focus
on Switzerland. The first stage of the project investigated
the causal relationships between oil price shocks and
macroeconomic variables in Switzerland. In the second stage,
the KOF macroeconometric model. The third stage will in-
volve broading the scope of the study to the OECD countries.

RESULTS

The first two stages are completed. The results of the
second stage is published in a journal article in the Inter-
national Journal of Sustainable Economy in 2011. The
work on the relationship between oil prices and machin-
ery and equipment investment has been in progress in
2011.1n 2012, itis planned to put the findings together in
the form of an analysis / working paper (and eventually a
journal article).

INITIATOR: KOF

PROJECT MANAGER: Erdal Atukeren
PROJECT DURATION: March 2003 — ongoing
HOURS WORKED 2011: <100

PROJECT-ID: fbk.fp.25-222

2.3.2.43 LABOUR MARKET

THE LONG-TERM EVOLUTION OF REAL WAGES
IN SWITZERLAND

DESCRIPTION

This research project is designed to examine the growth
of real wages in Switzerland in a long-term perspective.
In particular, we shall investigate the following issues:
1. What is the long-run relationship between real wages
and productivity over the last six decades? 2.In how far can
the observed medium to long-term growth of real wages
be explained by a combination of economic variables,
such as long-term demand trends for particular labour
inputs, the accumulation of other factors of production
and overall productivity increases, and socio-demographic
characteristics like age, educational attainment, migration
and labour market participation trends? 3.Do labour
market institutions such as trade unions, labour laws etc.
have a long-term impact on the growth of real wages?
4.1n how far can the observed short to medium term fluc-
tuations of the growth of real wages be attributed to the
business cycle? 5. What are the driving factors of the long-
term (steady state) of the growth of real wages in Switzer-
land during the next decades, and what is our numerical
forecast (point estimate based on the most likely scenario
and an assessment of the uncertainty that goes along
with it) of the average annual growth rate?

INITIATOR: KOF

PROJECT MANAGER: Michael Graff

COLLABORATORS: Roland Aeppli, Michael Siegenthaler
PROJECT DURATION: November 2010—October 2013
HOURS WORKED 2011: 1000-2500

PROJECT-ID: fbk.fp.50-352
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2.3.2.44 MONETARY POLICY

BANK CREDITS AND MONETARY TRANSMISSION

DESCRIPTION

This project investigates the issue of bank-lending channel
in Switzerland in the context of a credit-crunch period
following the 2007/2008 sub-prime crisis. Using survey
data to reflect loan supply and demand factors, we inves-
tigate the dynamic behaviour of aggregate loans in a VAR
setting.

RESULTS

Our findings indicate that higher interest rates lead to
tightened loan approvals and liquidity is a binding cons-
traint as the contraction in deposits exceeds the reduction
in loan growth following a monetary shock. Thus, banks’
actions seem to aggravate (ameliorate) the initial effects
of higher (lower) interest rates on aggregate demand.

INITIATOR: KOF

PROJECT MANAGER: Banu Simmons-Suier
PROJECT DURATION: January 2010 — ongoing
HOURS WORKED 2011: 100-250
PROJECT-ID: fbk.fp.54-377

EXPECTATION FORMATION
HABILITATION PROJECT

DESCRIPTION

Expectations are a key ingredient to every macroeconomic
model. However, still very little is known about how they
are formed. This is partly due to the fact that for a very
long time the industry standard was the rational expec-
tation framework which implies the same best possible
expectation across individuals over time. This standard has
been critized heavily and there are promising paths to
bypass the existing shortcomings, e.g. concepts of partial in-
formation. This project targets the formation of expectation
and analyses what factors affect expectation formation and
lead to an updating of the information set or the change
in the predictor set. More specifically, investigate the re-
sponse of the inflation expectations or the dispersion and
uncertainty of inflation expectation to monetary policy
and central bank communication, uncertainty and media.

INITIATOR: KOF

PROJECT MANAGER: Michael J. Lamla
PROJECT DURATION: January 2008 — ongoing
HOURS WORKED 2011: 250-500
PROJECT-ID: fbk.fp.40-383
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SECTOR AND CYCLE EFFECTS ON STOCK RETURNS

DESCRIPTION

This new project aims to analyse the sector and business
cycle effects on stock returns. Using a combination of panel
estimation methods with Fama-French factor models, the
robustness of the estimated parameters is investigated.

RESULTS
The first set of estimation results indicate that sector and
cycle effects are significant in explaining annual stock returns.

INITIATOR: KOF

PROJECT MANAGER: Banu Simmons-Suer
PROJECT DURATION: September 2010 — ongoing
HOURS WORKED 2011: <100

PROJECT-ID: fbk.fp.62-379
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2.4 RESEARCH DIVISION STRUCTURAL CHANGE

2.4.1 COMPLETED PROJECTS

2.4.1.2 RESEARCH

2.4.1.2.1 INNOVATION AND TECHNOLOGY

2.4.1.1 SURVEY ACTIVITIES

INNOVATION SURVEY: LIECHTENSTEIN

DESCRIPTION

The University of Liechtenstein conducts a survey on "User
Innovations" among firms in Liechtenstein. The KOF Swiss
Economic Institute acts as a scientific consultant for survey
design, survey implementation, and econometric analysis
of the results. More concretely, the survey addresses three
broad questions: (a) how firms organise the selection and
the interaction with external users for the purpose of new
product development, (b) whether there exist industry-
specific conditions that make user innovations more likely
to occur, (c) whether the firms that systematically interact
with external users for the purpose of new product deve-
lopment have a higher innovation performance compared
to the firms that do not interact with users.

RESULTS

The results strongly support the hypotheses: (i) that exter-
nal end users have the potential to essentially improve the
innovative performance of firms; (i) that the technique of
interaction during the innovation process and the charac-
teristics of involved external users matter as well. The
more firms make use of emphatic design and select speci-
fic users to acquire hard-to-articulate customer needs, the
stronger is the relationship between access to external
end users’ knowledge and firm innovation success measu-
red in sales of innovative products.

INITIATOR: University Liechtenstein

PROJECT MANAGER: Martin Worter
COLLABORATORS: Spyridon Arvanitis
PROJECT DURATION: February 2009—May 2011
HOURS WORKED 2011: <100

PROJECT-ID: fbs.fp.44-323

INNOVATION ACTIVITIES IN SWITZERLAND -
DETERMINANTS, IMPACT, TECHNOLOGY POLICY
BOOK PROJECT

DESCRIPTION

This book, which is written in German, deals with innovative

activities emphasising empirical findings in general and,

particularly, for Switzerland. In the latter case, the empirical

evidence stems, to a high extent, from research carried

out by KOF staff members. The book covers many topics of

innovation economics. It contains the following sections:

a) Concept and measurement of innovation

b) Determinants of input and output of innovation activities

¢) "National Innovation System"” approach; specificities of
the “Swiss Innovation System”

d) R&D co-operation

e) Knowledge transfer between science and industry

f) Internationalisation of R&D

g) New enterprises

h) Impact of innovation on firm productivity

i) Impact of innovation on the firms' labour demand
(as a whole, by level of qualification)

k) Technology policy

The book is targeted to a broader public that is interested in
the matter and, more specifically, to economists in public
administration, economic associations, media, research
divisions of companies, etc. It might also be of interest for
teachers and students of economics and social sciences at
the bachelor or similar level of higher education.

INITIATOR: KOF

PROJECT MANAGER: Heinz Hollenstein
COLLABORATORS: Spyridon Arvanitis

PROJECT DURATION: January 2009-September 2011
HOURS WORKED 2011: 250-500

PROJECT-ID: fbs.fp.39-299
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INNOVATION AND BUSINESS CYCLE DEVELOPMENT

DESCRIPTION

The latest economic downturn painfully showed its far-
reaching economic consequences. With this investigation
we try to clarify the relationship between economic deve-
lopment and innovation activities and furthermore we try
to identify characteristics that reduces firms' responsive-
ness to such business cycle movements. Methods used:
econometric estimations based on matched innovation
and investment data and in-dept interviews.

RESULTS

Innovation activities and the economic development are

pro-cyclically in Switzerland on average. However, we further

found that firms can benefit from low opportunity costs

through anti-cyclical R&D investments if:

1) they are confronted with stronger demand effects

2) they have a relatively large sales share of R&D expen-
ditures

3) they have external R&D relationships

4) they have rather low average labour costs

5) they are not exposed to intensive price competition

6) they are relatively large

7) they belong to high-tech industries.

INITIATOR: University Liechtenstein
PROJECT MANAGER: Martin Worter
COLLABORATORS: Spyridon Arvanitis,
Marius C. Ley

PROJECT DURATION: May 2010-May 2011
HOURS WORKED 2011: <100
PROJECT-ID: fbs.fp.57-361
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2.4.1.2.2 STRUCTURAL CHANGE

DETERMINANTS OF TRAINING AND
THE PERFORMANCE OF NEW FIRMS
DISSERTATION PROJECT

DESCRIPTION

The dissertation comprises three papers. All three studies
are based on firm-level survey data that were collected by
the KOF Swiss Economic Institute. The first study analyzes
the impact of changes within the firm structure on the
apprenticeship training system. The other two studies focus
on new firms. While the second paper analyzes the impact
of financial constraints on firm success, the third study
investigates the innovation capability of firm founders.

RESULTS
The dissertation has already been successfully defended
and is waiting for publication.

INITIATOR: KOF

PROJECT MANAGER: Tobias Stucki

PROJECT DURATION: July 2008—-December 2011
HOURS WORKED 2011: 500-1000
PROJECT-ID: fbs.fp.31-302
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THE SWISS DISEASE
FACTS AND ARTEFACTS

DESCRIPTION

This project was initiated to investigate a claim made by
Kehoe and Prescott in 2002 that Switzerland and New
Zealand experienced “great depressions” in the last two
decades. We question the appropriateness of the measure
used by Kehoe and Prescott (GDP per working-age person)
and propose a more accurate measure to compare eco-
nomic performance on a consistent basis, i.e., GDP per hour-
worked which is also adjusted for terms of trade changes
and investment in intangibles. After the initial stage, the
project now focuses on the long-term determinants of
economic growth in Switzerland in general..

RESULTS

We find that the difference in the economic performances
of the US and Switzerland is less pronounced than that
suggested by Kehoe and Prescott. The large difference in
performance calculated by using data from databases
such as the Penn World Tables, is mainly a statistical arte-
fact due to problems in measuring labor input and, indeed,
GDP itself. Once allowances are made to adjust input and
output measures for institutional differences and changes,
the labor productivity differential between the US and
Switzerland is negligible — if anything, during the period
for which comparable data are available, the increase in
real GDP produced per hours worked was higher in Switzer-
land than in the US. Finally, with our more adequate data,
Switzerland does not meet Kehoe and Prescott’s condi-
tions for a “great depression”. These results were published
in an article in the Review of Economic Dynamics in 2005.

INITIATOR: KOF

PROJECT MANAGER: Yngve Abrahamsen
COLLABORATORS: Roland Aeppli, Erdal Atukeren,
Michael Graff, Jochen Hartwig

PROJECT DURATION: January 2004—-December 2011
HOURS WORKED 2011: 100-250

PROJECT-ID: fbs.fp.16-63

2.4.1.2.3 OTHER RESEARCH

INTERNATIONALISATION OF THE ECONOMIC
ACTIVITIES OF SWISS FIRMS
A STUDY BASED ON SURVEY DATA

DESCRIPTION

Research in this field since long is a core activity of the “in-
novation research group” which resulted in a series of pu-
blications. The project is divided in two parts:

A. Descriptive analysis: The aim is to identify the specificities
of the internationalisation of service firms, taking manufac-
turing companies as reference. The research is based on
data for about 1900 firms of the Swiss economy collected
by means of a survey in Spring 2010. The analysis focuses
on sectorial differences with respect to many attributes such
as: frequency and intensity of foreign presence, first time
investment abroad, host regions of FDI, mode of foreign
activities (cooperation, equity-based), type of business
functions located abroad (distribution, procurement, manu-
facturing, R&D, combinations of these forms), two-way
flows of several types of goods/services between parent
firms and their affiliates, motives of foreign presence
differentiated by business functions, etc.

B. Microeconometric analysis: We analysed 3 topics:

a) determinants of FDI by (combinations of) business
function(s);

b) determinants of the choice of host regions of FDI;

¢) impact of FDI, differentiated by several attributes (e.g.
host region), on the innovativeness and the produc-
tivity of the parent company.

RESULTS

A. Descriptive analysis: Internationalisation of services and
manufacturing are quite different in terms of the charac-
teristics mentionend above (although there are also many
communalities). Overall the service sector is less interna-
tionalised (but some knowledge-intensive service indu-
stries are internationalised to a similar degree as manufac-
turing). Moreover, soft modes of internationalisation
(cooperations) and distributive activities are more fre-
quent in services than in manufacturing. Multiple activity
in terms of host regions or business functions is less fre-
quent in the service sector.

B. Microeconometric analysis:

a) The pattern of explanation of FDI, in general as well as
by business functions, is quite similar for the firms of
the two sectors. Main difference: The estimates for
manufacturing firms quite significantly differ between
combinations of business functions, whereas this is not
really the case in services.
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b) The choice of specific host regions of Swiss FDI could
explained quite well (see the project “Innovation Acti-
vities”, part 2).

¢) Inboth sectors, FDI positively affect the innovativeness
of parent firms, but does not influence their produc-
tivity. However, differentiating the impact of FDI by
regional orientation, business functions etc. shows, in
many instances, positive productivity effects as well
(e.g. FDI'in USA or Asia). We did not find evidence for
direct positive spillovers from parent firms to other
companies of the Swiss economy.

INITIATOR: KOF, Staatssekretariat fur Wirtschaft (SECO)
PROJECT MANAGER: Heinz Hollenstein
COLLABORATORS: Spyridon Arvanitis, Marius C. Ley,
Tobias Stucki

PROJECT DURATION: April 2010—April 2011

HOURS WORKED 2011: 250-500

PROJECT-ID: fbs.fp.54-322
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POTENTIAL OF CLEANTECH IN THE MANUFACTURING
AND THE SERVICE SECTOR IN SWITZERLAND

DESCRIPTION

Aim of this project was the assessment of the relative po-
sition of the Swiss economy with respect to cleantech
worldwide in technological terms. To this end, first, we
defined the cleantech sector (a) based on the OECD envi-
ronmental patent classification and (b) based on a defini-
tion developed specifically for this study in order to take
into consideration also service industries. Second, we in-
vestigated the degree of cleantech specialization of Swit-
zerland (‘revealed technological advanatage') as compa-
red to 13 other countries (including China) as well as the
factors on industry level that determine the cleantech spe-
cialization (including political factors such as the national
Kyoto goals). Third, we compared the innovation profile
of firms with cleantech and firms that are not engaged in
cleantech based of innovation firm data of the KOF Mi-
crodata Panel. This study was conducted in cooperation
with Dr. Christian Soltmann, Eidgendssisches Institut fur
Geistiges Eigentum (IGE), Bern.

RESULTS

The share of cleantech patents on total patents increased
from 2.5% to 4.1% between 2000 and 2008. Machinery
with a cleantech patent share of 30% is the most impor-
tant industry in this field, followed by the chemical indu-
stry. Not all countries contribute equally to this technolo-
gical upswing. Switzerland is among the group of coun-
tries that show a degree of specialisation below average.
In contrast, Denmark, Austria, and Japan are the countries
with the highest degree of specialisation worldwide.
Fabricated metal products, basic metals, and machinery
are industries that show the greatest share of cleantech-
patents in Switzerland followed by non-metallic mineral
products, basic chemical, and vehicles. Only fabricated
metal products and non-metallic mineral products show a
cleantech-patent share that is above average in an inter-
national comparison of industries. The field of cleantech is
defined also on firm level based on the environment-related
innovation goals of a firm. According to that criterion, 23.5%
of Swiss enterprises with more than 5 employees can be
assigned to the cleantech sector; the figures for the manu-
facturing, service, and construction sector are 32.0%,
14.2%, and 16.0% respectively. As to the factors deter-
mining clentaech specialization we found that especially
capital intensity, the openness of an industry in terms of
export and import behaviour, and the employment share
of energy-intensive industries on country level are of great
importance.
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INITIATOR: Economiesuisse, Dachverband der Schweizer
Wirtschaft

PROJECT MANAGER: Spyridon Arvanitis
COLLABORATORS: Thomas Bolli, Arlette Frener,

Marius C. Ley, Tobias Stucki, Martin Worter

ADVISOR: Prof. Dr. Lucas Bretschger, ETH ZUrich
PROJECT DURATION: January 2011-August 2011
HOURS WORKED 2011: 500-1000

PROJECT-ID: fbs.fp.60-402

PRODUCTIVITY AND EFFICIENCY OF HIGHER
EDUCATION INSTITUTIONS
DISSERTATION PROJECT

DESCRIPTION

The dissertation aims at measuring and analysing the deter-
minants of the productivity and efficiency of the cantonal
Universities (Universitaten), the Universities of Applied
Sciences (Fachhochschulen), and the Swiss Federal Institutes
of Technology (ETHs). Furthermore, an international com-
parison is envisaged.

RESULTS

This dissertation has been defended. It consists of four
chapters discussing the production process and the mea-
surement of knowledge capital. Concretely, the first chapter
uses a KOF survey among Swiss university departments in
2005 to analyze the relationship between the share of
budget financed by private or public third-party funds on the
productivity of universities. The findings suggest a positive
impact of public third-party funding on publication produc-
tivity while private funds increase productivity in respect
to both publications and technology transfer. The second
chapter exploits data about universities on the level of
scientific fields. Constructing a panel data set for the years
1995 to 2007 allows analyzing the development of pro-
ductivity over time and account for unobserved hetero-
geneity. Overall, the estimated productivity remained con-
stant until around 2002 and decreased afterwards. The
third chapter provides first micro-level evidence of techni-
cal efficiencies in 273 top universities across 29 countries
between 2007 and 2009. A comparison of different ap-
proaches yields relatively stable results. The last chapter
differs somewhat in its focus. While the first three chap-
ters analyze the production process of knowledge capital,
this part analyzes the measurement of the outcome, na-
mely labor quality, revealing that it has grown at a rate of
0.5% per year from 1991 to 2006. The main sources are
education and age.

INITIATOR: KOF

PROJECT MANAGER: Thomas Bolli

PROJECT DURATION: July 2008—-September 2011
HOURS WORKED 2011: 250-500

PROJECT-ID: fbs.fp.33-303

Annual Report 2011
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2.4.2 ONGOING PROJECTS

2.4.2.1 SURVEY ACTIVITIES

COST SURVEY IN THE PHARMACY SECTOR (ROKA)

DESCRIPTION

The cost survey in the pharmacy sector (RoKA) has been
conducted on behalf of the Swiss Pharmacists’ Associa-
tion (pharmaSuisse) since 1999. It gathers structural data
as well as business indicators. Participation is compulsory for
all members of pharmaSuisse. In addition to evaluating the
results for pharmaSuisse, KOF Swiss Economic Institute pro-
vides all participants with an individual benchmark. These
individual benchmarks compare the participants’ own data
with a hypothetical reference pharmacy (average of parti-
cipants of the same size and region) as well as with the
cantonal and Swiss averages. Furthermore, special evalua-
tions can be made for pharmacy chains upon request.

RESULTS

For the survey of the year 2010, the questionnaire was
again slightly modified. This also required some changes
in the programming of the online survey. Furthermore, a
contact form and a request management tool were integra-
ted into the electronic platform. The survey 2010 gathe-
red data for the business year 2009, which were as usual
evaluated and shortly commented for pharmaSuisse. The
participants of the survey received the benchmarks for
their pharmacies.

INITIATOR: pharmaSuisse

PROJECT MANAGER: Martin Straub
COLLABORATORS: Carole Berset, Nicola Jordan,
Cédric Nyvlt

PROJECT DURATION: January 2006—-December 2012
HOURS WORKED 2011: 500-1000

PROJECT-ID: fbs.uf.01-346
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ENTERPRISE PANEL SURVEY

DESCRIPTION

This permanent project is dedicated to the maintenance
and the continued development of the KOF Enterprise
Panel. The Panel's address database needs to be kept up-
to-date continuously especially following the each annual
wave of the KOF Investment Survey in autumn. The cur-
rent year has been marked by a major update of the basic
firm data of the KOF Enterprise Panel based 2008 Business
Census.

RESULTS

The year 2011 has been marked by a major update of the
firm-level data associated with the KOF Enterprise Panel.
With support from the Swiss Federal Office of Statistics
and based on their 2008 Business Census, data related to
economic activity and employment for 4400 firms already
featured in the Panel has been updated. 1700 firms have
been eliminated from the sample due to inactivity or con-
tinued non-response. A random sample of 2300 firms not
previously held in the Panel has been drawn in order to
compensate for this loss and for drop-outs accumulated
over the previous years. As a result, the size of the entire
sample has reached its long-term design level of 6600
enterprises again (3000 belonging to the manufacturing
and to the service sectors, respectively; and 600 construc-
tion sector firms).

INITIATOR: KOF

PROJECT MANAGER: Marius C. Ley
COLLABORATORS: Spyridon Arvanitis,

Honorata S. Kaczykowski-Patermann, Flavio Schénholzer
PROJECT DURATION: January 2005 — ongoing

HOURS WORKED 2011: 250-500

PROJECT-ID: fbs.uf.02-185
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INNOVATION ACTIVITIES IN THE SWISS ECONOMY
2009-2011

AN ANALYSIS OF THE RESULTS OF THE SWISS
INNOVATION SURVEY 2011

DESCRIPTION

Since 1990, KOF collects data on various aspects of inno-

vative activities and on variables that may be used in ex-

plaining the observed patterns of innovation, its economic

impact, etc. The data allow:

a) a regular assessment of the innovation performance,
etc. over time and across countries

b) the construction and extension of a firm panel

c) econometric analyses of many topics in innovation
economics.

The current 3-year period (2010-2012) of a contract with
Seco (which since 1989 has been regularly extended), co-
vers the following tasks:

1) 8th wave of the Swiss Innovation Survey (autumn
2011), based on a questionnaire that is further develo-
ped to get a higher match with the one used in the
Community Innovation Survey (CIS)

extending the firm panel by one additional cross-sec-
tion

descriptive analysis of innovation performance, obsta-
cles to innovation, R&D co-operation, etc. across indu-
stries and firm size classes as well as over time and, as
far as possible, across countries

microeconometric analysis of these data dealing with
selected topics to be agreed upon with the project
principal.
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Additional questions on the use of nanotechnology, the
use of modern ICT, and workplace organization have been
added to the questionnaire.

RESULTS

The questionnaire has been revised and it has been sent
out to the firms of the updated sample of the panel
(adjustment to the Census 2008 data; for this update see
project fbs.uf.02-185).

INITIATOR: SECO

PROJECT MANAGER: Martin Worter
COLLABORATORS: Spyridon Arvanitis,

Marius C. Ley, Florian Seliger, Tobias Stucki,
Martin Worteri

PROJECT DURATION: April 2010—March 2013
HOURS WORKED 2011: 1000-2500
PROJECT-ID: fbs.fp.55-353

INNOVATION IN THE HEALTH CARE SECTOR

DESCRIPTION

This project aims to expand the knowledge base about in-
novation in the health care sector. To this end, we construct
a survey for Swiss hospitals together with our advisory bo-
ard. Thereby, we expand the existing data in respect to the
relevance, the motives and the consequences of innovation
and R&D activities in Swiss hospitals.

RESULTS

In 2010, we read the corresponding literature, construct
the questionnaire after consulting our advisory group and
tested the survey successfully in three hospitals. In autumn
2011, we conducted the survey. We will analyze the ans-
wers in the course of 2012.

INITIATOR: KOF

PROJECT MANAGER: Florian Seliger

Spyridon Arvanitis, Marius C. Ley

PROJECT DURATION: January 2010-December 2012
HOURS WORKED 2011: 250-500

PROJECT-ID: fbs.fp.56-354
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54 2.4 Research Division Structural Change — Ongoing Projects — Survey Activities

KNOWLEDGE AND TECHNOLOGY TRANSFER
BETWEEN UNIVERSITIES AND ENTERPRISES

DESCRIPTION

The research activities in this field refer to three main

topics:

a) technology proximity between firms and universities,
firm size, and technology transfer, and

b) technology diversification, product innovations, and
technology transfer

) the relationship between competition and R&D coope-
ration with universities and competitors.

Part (a) and (b) have been investigated already in the pre-
vious year.

Part (c): Here we assume that more competitors reduce
the incentives for horizontal cooperation as it diminishes
the gains from “collusion”. Furthermore we reasonably
assume that the value of synergies and spillovers created
by cooperation depends on competition intensity. This
way, we identify two distinct and opposing incentives for
cooperation. While synergies foster R&D cooperation,
spillovers may hinder cooperation. We mainly hypothesize
that university cooperation corresponds to quality compe-
tition, while horizontal cooperation relates to price com-
petition.

We are testing these hypotheses based on Swiss firm-level
panel data controlling for simultaneity of cooperation
decisions and endogeneity of competition.

RESULTS

Our empirical analysis supports the relevance of distinguis-
hing between competition dimensions and cooperation
partners, respectively. We find that price competition mat-
ters for both university and horizontal cooperation and it
takes the form of an inverted U-shape. On the contrary,
quality competition only matters for university coopera-
tion and the relationship shows a U-form. Moreover we
see that the number of principal competitors is signifi-
cantly related only to cooperation between competitors
and the relationship shows an inverted U-form. Hence,
markets with a medium number of competitors are more
receptive for horizontal cooperation.

INITIATOR: KOF

PROJECT MANAGER: Spyridon Arvanitis
COLLABORATOR: Martin Worter

PROJECT DURATION: June 2006 — ongoing
HOURS WORKED 2011: 1000-2500
PROJECT-ID: fbs.fp.12-187
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VISCOM STRUCTURAL CHANGE SURVEY

DESCRIPTION

VISCOM and the union Syndicom asked KOF to do a sur-
vey in the graphical industry relating to the following
questions: How is the situation in the graphical industry?
How can the companies cope with the international com-
petition.

RESULTS

The KOF has conducted a survey among companies in the
graphical arts industry for the industry association
VISCOM and the union Syndicom. The Swiss companies in
the graphical industry have suffered during the latest
recession, however, they are positive for the future, and
they expect an improvement of their business situation.
This refers both to the development of sales as well as the
future number of employees. The companies consider the
price pressure, as well on a local, regional or national level,
to be very strong. This forces the company to adjust their
advantages to non-price factors. In addition, parts of the
production process are being outsourced. A shift is occur-
ring in the demand for labour. The demand for employees
with higher qualifications will rise. This would require cur-
rent educational courses to adapt. Not all companies are
satisfied with the courses' current situation. Many compa-
nies would also like to see changes in the collective bar-
gaining agreement (CBA), in which direction, however,
these changes should go, is not clear.

INITIATOR: VISCOM

PROJECT MANAGER: David Iselin
COLLABORATORS: Heinz Hollenstein, Anne Stiicker,
Kushtrim Veseli

PROJECT DURATION: January 2010-December 2012
HOURS WORKED 2011: 250-500

PROJECT-ID: fbs.fp.59-393
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2.4.2.2 RESEARCH

2.42.2.1 INNOVATION AND TECHNOLOGY

GENERATION AND DIFFUSION OF ENERGY
TECHNOLOGIES IN SWITZERLAND
DISSERTATION PROJECT

DESCRIPTION

Firm-level data regarding the generation and diffusion of
energy technologies, as commissioned by the Swiss Fede-
ral Office of Energy (SFOE) and collected by KOF Swiss
Economic Institute in Spring 2009, is used to investigate
the following: (a) determinants of innovation activity in
the field of energy technologies, and (b) determinants of
the adoption of already existing technologies in this field.

INITIATORS: KOF, SECO

PROJECT MANAGER: Marius C. Ley
PROJECT DURATION: July 2008 — ongoing
HOURS WORKED 2011: 500-1000
PROJECT-ID: fbs.fp.30-300

INFORMATION AND COMMUNICATION TECHNO-
LOGY (ICT) AND WORKPLACE ORGANISATION

DESCRIPTION

The use of modern ICT (Information and Telecommuni-
cation Technology) essentially improves firms' efficiency.
Efficiency gains are related to the diffusion-level of mo-
dern ICT. The KOF Swiss Economic Institute monitors and
analyses the within-firm and between-firm effects of ICT.
More concretely, we focus on the mutually reinforcing per-
formance effects of workplace organization and the use
of modern ICT on the diffusion patterns of ICT (including
international comparisons). Furthermore, KOF provides inter-
national expertise on ICT investigations. KOF also takes part
in an international comparison among OECD countries
(coordinated by the OECD) about the enabling function of
ICT use for innovative behaviour of firms.

RESULTS

The first set of estimation results indicate that sector and
cycle effects are significant in explaining annual stock
returns.

Some results of the OECD comparison study indicate that
in fact sophisticated ICT elements considerably increase
productivity of firms. That is true for the Swiss case but
also for a number of other OECD member countries. Parti-
cularly, this is clearly the case for e-sales for Swiss firms as
a Master Thesis in cooperation with the University of
Zurich demonstrated. Based on the innovation and ICT
survey in 2008 we could publish some main ICT indicators
for Switzerland. They show that the diffusion of important
ICT Elements (homepage, e-commerce, WLAN) increased
among Swiss firms between 2005 and 2008. In line with
these results important obstacles for e-commerce, like
“customer readiness for e-purchasing” lost importance.
ICT diffusion data have been delivered to UNCTAD and
BFS respectively.

INITIATOR: KOF

PROJECT MANAGER: Martin Worter
COLLABORATORS: Spyridon Arvanitis, Heinz Hollenstein
PROJECT DURATION: September 2003 — ongoing
HOURS WORKED 2011: 100-250

PROJECT-ID: fbs.fp.11-113

Annual Report 2011
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INNOVATION ACTIVITIES

DESCRIPTION
In 2011, this permanent project dealing with selected to-
pics in innovation economics concentrated on the follo-
wing elements:

1) Using Swiss firm data from the KOF Internationalisa-
tion Survey 2010, we analyse a firm's decision to invest
in a specific host region. As a novelty in this field of re-
search we include as explanatory variables a) the two-
way flows of goods/services between parent firms and
their affiliates and b) the motives for FDI. We deter-
mine for each of the 9 host regions the dominant form
of FDI (vertical, horizontal, distribution-oriented).

2) Based on comparable firm-level survey data for Austria
and Switzerland, we analyse: a) the determinants of
the propensity of firms to invest in R&D abroad; b) the
factors determining the choice between cooperative
and equity-based engagements abroad; c) whether
the two modes differ with respect to their impact on
firm performance.

3) We analyse the impact of “green innovations” on pro-

ductivity using patent data at industry level for a panel

of OECD countries.

Empirical results with respect to the relationship bet-

ween competition and innovation still are ambiguous. In

this study, we perform, in parallel, panel estimates of
thid relstionship for Switzerland and Germany, using
firm-level data from the respective Innovation Surveys.

£

RESULTS

Project element 1: The estimated models perform quite well
in explaining the choice of firms of specific host regions of
Swiss FDI. The explanation of the regional pattern in terms
of horizontal, vertical, and distribution-oriented FDI is con-
vincing. Some regions attract (exclusively) horizontal FDI
(e.g. North America), some others focus on vertical FDI (e.g.
South East Asia/India) and some are receipients of both
types of FDI (Eastern Europe, China); Europe is the most
attractive target for distribution-oriented FDI. The analysis
clearly shows that within-firm flows of goods/services and
several types of motives for FDI are highly relevant variables to
explaining a firm's decision to invest in a specific host region
and to identify the type of FDI dominating in each region.

INITIATOR: KOF

PROJECT MANAGER: Heinz Hollenstein
COLLABORATORS: Spyridon Arvanitis, Tobias Stucki
Martin Worter

PROJECT DURATION: August 2006 — ongoing
HOURS WORKED 2011: 500-1000

PROJECT-ID: fbs.fp.13-183
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INVESTIGATION OF KNOWLEDGE AND TECHNLOGY
TRANSFER BETWEEN CORPORATIONS

AND SCIENCE INSTITUTIONS IN SWITZERLAND

A STUDY BASED ON FIRM- AND INSTITUTE-LEVEL DATA,
ESPECIALLY OF THE INSTITUTIONS OF THE ETH-DOMAIN

DESCRIPTION

This study aims at the investigation of a) extent and b)
economic relevance of knowledge and technology transfer
(KTT) between science institutions (institutions of the ETH-
domain, Universities and Universities of Applied Sciences)
and private corporations in Switzerland. A first investiga-
tion of these research questions has been conducted in
2005, so it is a further goal of the current study to com-
pare results with those of the 2005 study.

INITIATOR: ETH-Rat

PROJECT MANAGER: Spyridon Arvanitis
COLLABORATORS: Marius Christian Ley, Kushtrim Veseli,
Martin Worter

PROJECT DURATION: February 2011-March 2012
HOURS WORKED 2011: 500-1000

PROJECT-ID: fbs.fp.61-404
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NETWORKS OF INNOVATION

DESCRIPTION

Currently, this project comprises the following strains of

research:

a) the complementarity/substitutability of internal and

external R&D strategies in terms of firm performance —

in collaboration with the UNU-Merit (Nederlands);

the meaning of technology specialization and the

knowledge base of a firm for their innovation perfor-

mance; and

C) the relationship between competition, technological
opportunities and entrepreneurship — in cooperation
with WIFO (Austria).
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RESULTS
a) We set up a common model for both countries, the
Netherlands and Switzerland. First econometric
estimations have been conducted indicating comple-
mentarity between internal and external R&D strategies.
Econometric estimations show that knowledge diversi-
fication is positively related with the patent activities of
firms and negatively related with the "sales share of
innovative products". However, the form of the rela-
tionships are not clear so far (e.g. U shaped, inverted-
U shaped, or linear).
¢) The findings so far confirm a robust inverse-U relation-
ship, where a higher number of competitors increases the
firm’s innovation effort, but at a diminishing rate.
Technology potential, demand growth, firm size, and
exports have a positive effect, foreign ownership a
negative impact on innovation. Splitting the sample by
firm types, the inverse-U shape is steeper for creative
than adaptive entrepreneurial regimes.

O
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INITIATOR: KOF

PROJECT MANAGER: Martin Worter
COLLABORATOR: Spyros Arvanitis

PROJECT DURATION: August 2006 — ongoing
HOURS WORKED 2011: 500-1000
PROJECT-ID: fbs.fp.07-188

TECHNOLOGY POLICY IN SWITZERLAND

DESCRIPTION

The activitites in this field refer to:

a) general analysis of Swiss technology policy in the context
of expert reports (e.g., for the OECD or for the Euro-
pean Commission);

b) quantitative investigations of the impact of concrete
technology programmes or measures based on eco-
nometric methods; and

C) expert reports on specific policy questions (e.g., report on
the profile of potential client firms of the Innovation
Agency CTI).

RESULTS
The survey article was finished by the end of 2011.

INITIATOR: KOF

PROJECT MANAGER: Spyridon Arvanitis
COLLABORATOR: Martin Worter

PROJECT DURATION: August 2006—July 2012
HOURS WORKED 2011: <100

PROJECT-ID: fbs.fp.09-190
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2.4.2.2.2 STRUCTURAL CHANGE

NEW FORMATION AND RESTRUCTURING OF
FIRMS IN SWITZERLAND

DESCRIPTION

Firm restructuring and market mobility (as measured by

market entries and exits) are two main factors determi-

ning the pace and direction of structural change. We plan

to pursue three main research topics in this context:

a) an analysis of the determinants of survival and post-

entry performance of “management buyouts” that took

place between 2006 and 2008;

an investigation of the impact of “mergers” on the per-

formance of merged firms, also referring to the period

2006-2008;

¢) astudy on the impact of market mobility (market entry
and exit of firms) on productivity at industry level for
the period 1991-2008. Special attention will be given
to innovation activities at firm level in all three part-
studies.

o
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For the studies (a) and (b), data will be collected by a po-
stal survey of firms based on the addresses provided by
the Federal Office for Statistics (BFS). For study (c), we will
use data from the Federal Census (Eidg. Betriebszéhlung)
for the years 1991, 1995, 1998, 2001, 2005 and 2008.

RESULTS
In 2011, we conducted a survey on the impact and charac-
teristics of mergers.

INITIATOR: KOF

PROJECT MANAGER: Tobias Stucki
COLLABORATOR: Spyros Arvanitis

PROJECT DURATION: January 2011—December 2012
HOURS WORKED 2011: 1000-2500

PROJECT-ID: fbs.fp.41-334
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24223 HEALTH CARE

HEALTH ECONOMICS AND HEALTH POLICY

DESCRIPTION

Since 2005, KOF Swiss Economic Institute increasingly
deals with topics related to health economics. One focus
has been on identifying the determinants of health ex-
penditure (growth), another focus has been on testing the
effects of (improvements in) health on economic growth.

RESULTS

Results of the research done in this project have been
published in a book which appeared in 2005 with vdf
Hochschulverlag, Zurich, and in articles for the Journal of
Health Economics (2008), the Journal of Macroeconomics
(2010), and Applied Economics (2011).

INITIATOR: KOF

PROJECT MANAGER: Jochen Hartwig
COLLABORATOR: Jan-Egbert Sturm

PROJECT DURATION: January 2005 — ongoing
HOURS WORKED 2011: 100-250
PROJECT-ID: fbs.fp.14-197

SEMI-ANNUAL FORECASTS FOR SWISS HEALTH
CARE EXPENDITURES

DESCRIPTION

Contracted by Merck Sharp & Dohme-Chibret (MSD), KOF
Swiss Economic Institute publishes forecasts for Swiss
health care expenditures twice a year. The forecasts for
the three breakdowns “by functions”, “by providers”, and
“by financing” are made on the basis of an econometric
model.

INITIATOR: Merck Sharp & Dohme-Chibret AG
PROJECT MANAGER: Martin Straub
COLLABORATOR: Jochen Hartwig

PROJECT DURATION: January 2004 — ongoing
HOURS WORKED 2011: 100-250
PROJECT-ID: fbs.fp.01-67
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24224 OTHER RESEARCH

ANALYSIS OF THE EUROPEAN SPACE INDUSTRY
2008-2010

DESCRIPTION

The aim of the study is to perform a business and competi-
tive analysis and assessment of the European space industry,
its main sectors of activity and their evolution over time.
The empirical part is based on (a) a survey among firms
witht space-related activities in the period 2008-2010, (b)
an existing dataset on the space activities in the period
2005-2007, and (c) secondary data from other sources
(e.g., OECD). Besides a detailed descriptive analysis the KOF
part of the project includes also an econometic analysis of
the available firm data in order to investigate the factors
dermining the innovation and economic performance at
firm level in this field. The project is conducted in coope-
ration with IE Business School, Madrid.

INITIATOR: European Space Authority
PROJECT MANAGER: Spyridon Arvanitis
COLLABORATORS: Arlette Frener, Tobias Stucki,
Kushtrim Veseli, Martin Worter

PROJECT DURATION: January 2011-July 2012
HOURS WORKED 2011: 500-1000
PROJECT-ID: fbs.fp.62-403

GROWTH AND PRODUCTIVITY AT THE MACRO-
ECONOMIC AND THE INDUSTRY LEVELS

DESCRIPTION

In this project, the measurement and the determinants of
growth of value added and productivity are investigated.
The approach is very broad and pertains to both Switzer-
land and the international economy and to the macro-
economy as well as to disaggregated industries.

INITIATOR: KOF

PROJECT MANAGER: Jochen Hartwig
PROJECT DURATION: January 2006 — ongoing
HOURS WORKED 2011: 100-250
PROJECT-ID: fbs.fp.15-198

ISSUES IN THE ESTIMATION OF GRAVITY MODELS
OF TRADE

DESCRIPTION

The aim of our project is to develop appropriate econo-
metric techniques for modelling sectoral trade flows. These
include joint estimation of models involving sectoral trade
flows, where the interdependence of trade flows between
different sectors is explicitly modelled; modelling of sectoral
trade flows allowing for endogenous tariffs; proper ad-
dressing stochastic interdependence among industry-level
trade flows (within and across countrypairs); modelling of
bounded intra-industry trade shares allowing for excess of 0.

RESULTS

One doctoral grant has been allocated by SNF for the pro-
ject ‘Empirical Methods for Bilateral Trade Flows and Intra-
industry Trade Shares at the Sector Level'. Main applicant
P. Egger, co-applicants B. Siliverstovs and D. Schumacher.

INITIATOR: KOF

PROJECT MANAGER: Peter Egger
COLLABORATORS: Sabrina Dorn, Boriss Siliverstovs
PROJECT DURATION: August 2009 - ongoing
HOURS WORKED 2011: <100

PROJECT-ID: fbs.fp.49-307

RESEARCH MONITORING

DESCRIPTION

The KOF runs the web portal:forschungsmonitoring.org
that was initiated by the Committee for Research Monitoring
of the "Verein fur Socialpolitik”. It comprises extensive publi-
cation records from (business) economists working in Ger-
many, Austria, and Switzerland. The data is used by re-
searches for bibliometric projects. Also KOF Swiss Economic
Institute calculates for the “Handelsblatt” newspaper its indi-
vidual as well as faculty rankings for academics in econo-
mics. The ranking measures research output by a bibliome-
tric method and is well-known in the profession. Currently,
the project team looks for further collaborators and deter-
mine the project’s scale for the long run, which might include a
version 2.0 of the web portal.

INITIATORS: Handelsblatt, Verein fir Socialpolitik
PROJECT MANAGER: Matthias Bannert
COLLABORATOR: Jorg Schlapfer

PROJECT DURATION: August 2009 - ongoing
HOURS WORKED 2011: 500-1000
PROJECT-ID: fbs.fp.52-338
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2.5 NETWORK

2.5.1 ONGOING PROJECTS
AIECE

DESCRIPTION

As a member of the AIECE (Association of European Conjunc-
ture Institutes), the KOF contributes to the semiannual General
Report on the outlook for the European and the world economy.

INITIATOR: KOF

PROJECT MANAGER: Christian Busch
COLLABORATORS: Yngve Abrahamsen, Andres Frick,
Jochen Hartwig, Michael J. Lamla, Matthias W. Uhl
PROJECT DURATION: January 2004 — ongoing
HOURS WORKED 2011: 250-500

(included bue.t0.02-269)

PROJECT-ID: bue.to.02-266

ERAWATCH

DESCRIPTION

ERAWATCH/Trendchart is a network of organisations and
research institutions that maintain an information system
regarding the national and regional research structures in
the EU, associated countries (including CH), and a number
of important trade partners (e.g. USA, Japan, China). This
system should improve the understanding of the national and
regional research systems and their economic surroundings,
thereby providing the information basis for evidence-based
research policy. Hence, it should facilitate the realisation of a
“European Research Area (ERA)” as a uniform research loca-
tion. The KOF provides information about Switzerland to the
coordinator, Technopolis, based in the Netherlands.

RESULTS

The analytical country reports for the years 2007-2010 as
well as the specialisation report have been delivered to
Technopolis (available at: http://erawatch.jrc.ec.europa.eu/)
Furthermore, the “Erawatch/Trendchart Baseload Inventory”
has been established and maintained.
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This includes information about important policy documents,
support measures, research organisations, and information
sources. In addition, the Erawatch/Trendchart network
meetings establish a discussion platform.

INITIATOR: European Commission

PROJECT MANAGER: Florian Seliger
COLLABORATORS: Spyridon Arvanitis, Martin Worter
PROJECT DURATION: November 2005-July 2012
HOURS WORKED 2011: 250-500

PROJECT-ID: fbs.fp.04-169

EUROCONSTRUCT

DESCRIPTION

KOF Swiss Economic Institute is the Swiss member of the
Euroconstruct Network and regularly provides an in-dept-
analysis of the Swiss construction sector. The results are
included in a country and a summary report and presented
at the semiannual Euroconstruct conferences.

INITIATORS: KOF, SECO

PROJECT MANAGER: Yngve Abrahamsen
COLLABORATOR: Dirk Drechsel

PROJECT DURATION: July 2001 - ongoing
HOURS WORKED 2011: 250-500
PROJECT-ID: fbk.t0.01-218

IMF ARTICLE IV CONSULTATION

DESCRIPTION

IMF makes an annual visit to Switzerland within the fra-
mework of the Article IV consultations. The visit at KOF
Swiss Economic Institute is normally at the beginning of
the tour and the KOF staff present their current views on
the economic situation in Switzerland. In this framework,
the economic policy and its long-term implications are
highlighted beyond the discussion of the short-run macro-
economic forecasts.

INITIATOR: KOF

PROJECT MANAGER: Yngve Abrahamsen
COLLABORATORS: Roland Aeppli, Richard Etter,
Andres Frick, Michael Graff, Jochen Hartwig,
Michael J. Lamla, Jan-Egbert Sturm

PROJECT DURATION: January 2005 — ongoing
HOURS WORKED 2011: 250-500

(included bue.t0.02-266)

PROJECT-ID: bue.t0.02-269
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2.6 INTER-DIVISIONAL PROJECTS

2.6.1 ONGOING PROJECTS

2.6.1.1 EVENT SERIES

BROWN BAG SEMINAR SERIES

DESCRIPTION

The KOF Brown Bag Seminars give KOF researchers the
opportunity to present their work to their colleagues. The
seminars take place on Mondays over lunchtime. On ave-
rage, around 20 presentations are given per year.

INITIATOR: KOF

PROJECT MANAGER: Jochen Hartwig
COLLABORATORS: Martin Gassebner
PROJECT DURATION: January 2007 — ongoing
HOURS WORKED 2011: 1000-2500
(included bue.wb.01-380 and bue.wb.01-382)
PROJECT-ID: bue.wb.01-280

CER-ETH/KOF LECTURES

DESCRIPTION

The CER-ETH/KOF Lecture is a joint project of the CER In-
stitute at the ETH Zurich and the KOF. Well-known external
speakers are chosen for the lectures. The lecture is held at
least twice a year, i.e. once each semester. The aim is to
present economic subjects to a larger audience.

INITIATOR: KOF

PROJECT MANAGER: Jan-Egbert Sturm
COLLABORATORS: Michaela Diehl, Anne Stticker
PROJECT DURATION: January 2008 — ongoing
HOURS WORKED 2011: <100

PROJECT-ID: bue.wb.02-384

CIRET CONFERENCES AND WORKSHOPS
CENTRE FOR INTERNATIONAL RESEARCH ON ECONOMIC
TENDENCY SURVEYS

DESCRIPTION

The annual meetings of CIRET — Council and general
assembly — have taken place in Moscow on September
16-17, 2011. There has been a pre-event with two key-
note lectures on “On the use of business tendency surveys
in business cycle analysis” by Jan-Egbert Sturm (president
of CIRET an of KOF ETH, Zurich) and on “A General to
Specific Approach for Selecting the Best Business Cycle
Indicators” by Gianluca Cubadda (Universita di Roma
“Tor Vergata”, Rome, Italy). The following workshop had
the title “National Business Cycles in the Global World”
with 14 contributions. The papers showed the interlinks
between the countries as well as the country-specific
situations particularly in the last recession.

INITIATOR: CIRET

PROJECT MANAGER: Katharina Bloch
COLLABORATOR: Richard Etter

PROJECT DURATION: January 2005 — ongoing
HOURS WORKED 2011: <100

PROJECT-ID: bue.t0.03-410

KOF RESEARCH SEMINAR

DESCRIPTION

In the seminar series guest researchers at the KOF Swiss
Economic Institute present one of their current research
projects. Therefore, the guest gets valuable feedback from
the KOF, while the KOF gets an insight at the frontier of
current research.

INITIATOR: KOF

PROJECT MANAGER: Martin Gassebner
PROJECT DURATION: March 2006 — ongoing
HOURS WORKED 2011: 1000-2500
(included bue.wb.01-280 and bue.wb.01-382)
PROJECT-ID: bue.wb.01-380
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KOF-ETH-UZH INTERNATIONAL ECONOMIC
POLICY SEMINAR

DESCRIPTION

In the seminar series which is held jointly with Prof. Woitek
and Prof. Hoffman from the University of Zurich, distin-
guished international reasearchers present their current
research.

INITIATOR: KOF

PROJECT MANAGER: Martin Gassebner
PROJECT DURATION: November 2010 — ongoing
HOURS WORKED 2011: 1000-2500

(included bue.wb.01-280 and bue.wb.01-380)
PROJECT-ID: bue.wb.01-382

KOF WIRTSCHAFTSFORUM

DESCRIPTION

On behalf of the Swiss Society of Business Cycle Research,
KOF Swiss Economic Institute organises an economic forum
("KOF Wirtschaftsforum™) four times a year. The discus-
sions focus around key issues of the global and Swiss eco-
nomy and cover major topics of economic policy.

INITIATOR: KOF

PROJECT MANAGER: Christian Busch
COLLABORATOR: Michaela Diehl

PROJECT DURATION: January 2009 — ongoing
HOURS WORKED 2011: 100-250
PROJECT-ID: bue.to.01-326
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2.6.1.2 EDITORSHIPS

INTERNET PLATFORM "OKONOMENSTIMME"
POLICY PORTAL FOR ECONOMIC DISCUSSIONS

DESCRIPTION

In March 2010, KOF Swiss Economic Institute has succes-
fully launched the policy portal “Okonomenstimme"
(www.oekonomenstimme.org) with 34 founding mem-
bers, among them some of the best-known economists
from Austria, Germany and Switzerland. “Okonomen-
stimme” aims at being the focal point of the economic
discussion in the German-speaking countries. The platform
is modelled after the English-speaking portal “VoxEU".
Partners of “Okonomenstimme" are the portal “VoxEU"
with its founder Prof. Baldwin and Prof. Kirchgéssner,
Professor at the University of St. Gallen and Chairman of
the KOF Advisory Board.

RESULTS

Since its introduction in March 2010, on average over
3000 people visit the website every week and we observe
an upward trend. We have an ongoing inflow of new con-
tributions from both, founding members, and “new”
authors. Our media partners (Handelsblatt, Die Presse,
NZZ) have published several articles in their print editions,
electronic newsletters and on their websites. We also had
several joint articles in English and German with our part-
ner Vox, as well as with our Italian and French partners.

INITIATOR: KOF

PROJECT MANAGER: David Iselin, Anne Stlcker,
Jan-Egbert Sturm

COLLABORATORS: Matthias Bannert, Nicola Jordan
PROJECT DURATION: June 2009 - ongoing
HOURS WORKED 2011: 500-1000

PROJECT-ID: bue.pb.05-335
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JOURNAL OF BUSINESS CYCLE MEASUREMENT
AND ANALYSIS (JBCMA)

DESCRIPTION

The Journal of Business Cycle Measurement and Analysis
is jointly published by the OECD and CIRET to promote the
exchange of knowledge and information on theoretical
and operational aspects of economic cycle research, invol-
ving both measurement and analysis. Researchers in the
field of business cycle measurement and analysis are
encouraged to submit their papers to the Editor-in-Chief
at KOF Swiss Economic Institute, Michael Graff, who is in
charge of the double-blind review process. Under the
heading “Report” additional contributions, including topics
such as sample design, data collection and validation, dis-
semination and evaluation of survey results, are published.
Reports are reviewed by members of the Editorial Board.

RESULTS
Since the 2008 volume, the journal releases two issues per
year.

INITIATOR: CIRET

PROJECT MANAGER: Michael Graff
COLLABORATOR: Michaela Lischer

PROJECT DURATION: January 2004 — ongoing
HOURS WORKED 2011: <100

PROJECT-ID: zdb.pb.01-54

KOF ANALYSES

DESCRIPTION

The KOF Swiss Economic Institute publishes the quarterly
journal “KOF Analyses” (in German). The winter, spring
and summer issues contains articles on research studies
from KOF economists on current topics (in total: 8 contri-
butions a year). The autumn issue is dedicated exclusively
to the presentation of the KOF macroeconomic forecasts.
The spring issue also contains a chapter on the spring fo-
recasts, whereas the winter and the summer issue indi-
cate some (small) modifications of the preceding in-
depth forecasts.

INITIATOR: KOF

PROJECT MANAGER: Heinz Hollenstein
PROJECT DURATION: October 2007 — ongoing
HOURS WORKED 2011: 1000-2500
PROJECT-ID: bue.pb.04-270

KOF BULLETIN
MONTHLY NEWSLETTER WITH THE LATEST ECONOMIC
DEVELOPMENT IN THREE LANGUAGES (G, E, F)

DESCRIPTION

The KOF Bulletin targets a wide public and provides news
about the economy from the reporting month which is
concisely summarised and put into a general context. The
focus is on the results of the KOF-Surveys. Readers are in-
formed about the current economic situation and the out-
look for the coming months.

The KOF Bulletin also provides information about the latest
research news from the two KOF areas: “Business Cycle
Research” and “Structural Change”. Information about the
latest events and job vacancies are also provided. In order
to make it accessible to a wide audience, the KOF Bulletin
is issued in German, French, and English. It is sent simul-
taneously in all three versions. The KOF Bulletin can also
be downloaded free-of-charge as a PDF file from the KOF
website.

INITIATOR: KOF

PROJECT MANAGER: David Iselin, Anne Stlcker
COLLABORATORS: Yngve Abrahamsen, Roland Aeppli,
Christian Busch, Richard Etter, Andres Frick, Michael Graff,
Jochen Hartwig, Michael J. Lamla, Andrea Lassmann,
Willy Urs Roth, Andrea Schnell, Martin Straub,

Jan-Egbert Sturm, Matthias W. Uhl

PROJECT DURATION: October 2007 — ongoing

HOURS WORKED 2011: 2500-4000

PROJECT-ID: bue.pb.03-252
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2.7 CHAIR OF APPLIED MACROECONOMICS

2.7.1 COMPLETED PROJECTS

2.7.1.1 RESEARCH

DEVIATIONS FROM RATIONALITY — ANALYSIS OF
INFLATION PERCEPTIONS AND EXPECTATIONS
DISSERTATION PROJECT

DESCRIPTION

Empirical analysis of survey data on households" inflation
perceptions and expectations has shown that criteria for
rationality are often not fulfilled. Therefore, theories explai-
ning deviations from rationality such as behavioral appro-
aches or theories of rational inattention have become
increasingly important. This dissertation analyzes specific
approaches both empirically and theoretically. The empiri-
cal analysis is conducted for a number of European econo-
mies using the EC Joint Harmonized Survey of Consumers
to obtain survey data for inflation perceptions an