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Department of Economics

1 Spotlight

1.1 Ernst Fehr receives ERC Advanced Grant

Ernst Fehr has been awarded an advanced grant by the European
Research Council/ERC for a project on «Foundations of Economic
Preferences».

The ERC Advanced Grant funding targets researchers who have
already established themselves as independent research leaders in
their own right. This year, three highly renowned researchers at
the University of Zurich have been awarded the highest research
grant bestowed by the EU. Ernst Fehr, Josef Jiricny, and Martin

Schwab each receive an ERC Advanced Grant.

«Foundations of Economic Preferences»

The proposed project covers four main topics. (1) The distribution and stability of time, risk, and

social preference parameters based on a panel of nationally representative behavioral experiments. (2)

The relationship between time, risk, and social preferences. (3) The causal impact of the social

environment on preferences. (4) The neural and genetic determinants of preferences.

The planned research program promises to yield important insights into the structure and causal

determinants of time, risk and social preferences as well as the relationships between them. This will

inform and constrain theoretical models and policy conclusions based on such models.

2 Events

2.1 Departmental Research Seminar in Economics

date schedule title venue

Mon, Mar 5 17.15-18.45 Prof. Pierre-Olivier Gourinchas, UC Berkeley KO2-F-175
Departmental Research Seminar in Economics

Mon, Apr 2 17.15-18.45 Prof. Roland Benabou, Princeton University KO2-F-175

Departmental Research Seminar in Economics

2.2 Guest Presentations

date schedule title venue
Wed, Feb 22 16.15-18.00 Adam Szeidl, Central European University RAI-J-031

«A Model of Focusing in Economic Choice» (joint
with Botond Koszegi, UC Berkely)
Macro-Finance-Labor Seminar
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Thu, Feb 23 17.15-18.30 Larry Samuelson, Yale University and Cowles KO2-F-175
Foundation
«Reputation with Analogical Reasoning»
Microeconomics Seminar (ETH/UZH)

Thu, Feb 23 10.30-11.45 Christos Genakos, Athens KO2-F-175
Applied Microeconomics Seminar

Fri, Feb 24 12.00-13.00 Luigi Guiso, European University Institute BLU-003
Experimental and Behavioral Economics Seminar

Tue, Feb 28 16.15-18.00 Joanna Shepherd Bailey, Emory KO2-F-175
«Partisan Differences: How and Why Democratic
and Republican Judges Differ in Party Loyalty»
(Lecture)
Workshop & Lecture Series in Law & Economics

Wed, Feb 29 16.15-18.00 Joanna Shepherd Bailey, Emory ETH ML F 38
«Product Liability Reform and Businesses in High-
Risk Industries: Establishments, Employment and
Economic Activity» (Workshop)
Workshop & Lecture Series in Law & Economics

Wed, Feb 29 16.15-18.00 Wolf Wagner, Tilburg University RAI-]-031
Macro-Finance-Labor Seminar

Thu, Mar 1 17.15-18.30 Stefan Napel, University of Bayreuth KO2-F-175
«On the Egalitarian Weights of Nations»
Microeconomics Seminar (ETH/UZH)

Fri, Mar 2 12.00-13.00 Charles Bellemare, Laval BLU-003
Experimental and Behavioral Economics Seminar

Thu, Mar 8 10.30-11.45 Pedro Gardete, Stanford KO2-F-175
«The Value of Market Information in the Dynamics
of a Capital-Intensive Industry: The Case of DRAM
Manufacturing»
Applied Microeconomics Seminar

Fri, Mar 9 12.00-13.00 Devin Pope, Chicago BLU-003
Experimental and Behavioral Economics Seminar

Tue, Mar 13 16.15-18.00 Tom Ginsburg, Chicago KO2-F-175
«The Empirical Analysis of Constitutions» (Lecture)
Workshop & Lecture Series in Law & Economics

Wed, Mar 14 16.15-18.00 Tom Ginsburg, Chicago ETH ML F 38
«Temporary Law» (Workshop)
Workshop & Lecture Series in Law & Economics

Thu, Mar 15 10.30-11.45 Tim Derdenger, Carnegie Mellon KO2-F-175
10 Tour
Applied Microeconomics Seminar

Thu, Mar 15 17.15-18.30 Olivier Compte, Paris School of Economics KO2-F-175
Microeconomics Seminar (ETH/UZH)
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Fri, Mar 16

Wed, Mar 21

Thu, Mar 22

Fri, Mar 23

Tue, Mar 27

Wed, Mar 28

Wed, Mar 28

Thu, Mar 29

Thu, Mar 29

Fri, Mar 30

Wed, Apr 4

12.00-13.00

16.15-18.00

10.30-11.45

12.00-13.00

16.15-18.00

16.15-18.00

16.15-18.00

10.30-11.45

17.15-18.30

12.00-13.00

16.15-18.00

Farzad Saidi, NY University
Experimental and Behavioral Economics Seminar

Markus Brueckner, National University of
Singapore

«Domestic Savings Responses to Transitory Output
Shocks: Evidence from Rainfall Shocks in Sub-
Saharan Africa»

Macro-Finance-Labor Seminar

Marc Rysman, Boston
10 Tour
Applied Microeconomics Seminar

Tim Cason, Purdue
Experimental and Behavioral Economics Seminar

Patrick Bolton, Columbia
«Sovereign Debt Challenges» (Lecture)
Workshop & Lecture Series in Law & Economics

Patrick Bolton, Columbia

«Should Derivatives be Privileged in Bankruptcy?»
(Workshop)

Workshop & Lecture Series in Law & Economics

Andrea Ichino, University of Bologna
Macro-Finance-Labor Seminar

Avi Goldfarb, Toronto
10 Tour
Applied Microeconomics Seminar

John Weymark, Vanderbilt University

«Strategic Nonlinear Income Tax Competition with
Perfect Labor Mobility»

Microeconomics Seminar (ETH/UZH)

Dean Karlan, Yale
Experimental and Behavioral Economics Seminar

Christian Julliard, LSE
Macro-Finance-Labor Seminar

BLU-003

RAI-]-031

KO2-F-175

BLU-003

KO2-F-175

ETH ML F 38

RAI-]-031

KO2-E-175

KO2-E-175

BLU-003

RAI-]-031

2.3 Short Courses

date

schedule

title

venue

Thu, Mar 8
Fri, Mar 9
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Pierre-Olivier Gourinchas, Paris School of
Economics

«Global Imbalances»

Doctoral Program in Economics

KOL-G-212
KOL-E-13
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Mon, Mar 19 08.15-09.45 Armin Falk, University of Bonn BLU-003
12.00-15.30 Mini-Course on «Behavioral Labor Economics»
Tue, Mar 20 08.15-09.45 Doctoral Program in Economics
Mon, Mar 26 08.15-09.45
12.00-15.30
Tue, Mar 27 08.15-09.45
Thu, Mar 29 09.00-12.00 Rakesh Vohra, Northwestern, USA WIH-E-01
14.00-17.00 Mini-Course on «Mechanism Design»
Fri, Mar 30 09.00-12.00 Doctoral Program in Economics
14.00-17.00
Mon, Apr 2 09.00-12.00
14.00-17.00
2.4 Thesis defenses
date schedule title venue
Mon, Feb 27 10.00-11.00 Philippe Sulger, University of Zurich WIH-E-01
Department of Economics
Wed, Feb 29 10.15-11.45 Thorsten Ehlers, University of Zurich KO2-F-151
Department of Economics
Tue, Mar 6 14.30-16.00 Dan Wunderli, University of Zurich WIH-E-01
Department of Economics
2.5 Alumni Events
date schedule title venue
Mon, Feb 27 from 19.00 7. OEC ALUMNI UZH - Get-together Event VALMANN
OEC ALUMNI UZH Talstrasse 58
8001 Zurich
Thu, Mar 22 12.00-14.00 Milan Prenosil, VR-Prasident Confiserie Spriingli, Zunfthaus zur
Président City-Vereinigung Meisen
«Standort City: Der Detailhandel im Spannungsfeld MﬁnSterb‘)f 20
der Politik» 8001 Zurich
OEC ALUMNI UZH-Lunch
Thu, Mar 22 from 19.30 AFC Going-out-for-Drinks Clouds,
OEC ALUMNI UZH Prime Tower
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3 Publications

3.1 In Economics

Artis, Michael J. & Hoffmann, Mathias (2012). «The Home Bias, Capital Income Flows and
Improved Long-Term Consumption Risk Sharing between Industrialized Countries», International
Finance, 14(3), 481-505.

http://dx.doi.org/10.1111/j.1468-2362.2011.01293.x

Is financial globalization associated with improved international consumption risk sharing? We
focus on the long-term (i.e. frequency) co-movement of consumption and output in answering this
question. Theoretically, the impact of financial globalization should show up first and most
robustly in the lower frequencies of the data. We show that this is the case empirically: by the end
of our sample period (1960-2007), up to 40% of long-term idiosyncratic consumption risk is shared
between industrialized countries — as compared to less than 10% before 1990. This dramatic
increase is associated with a huge increase in international capital income flows: while capital
income flows remain relatively limited as a channel of risk sharing at business-cycle horizons, their
contribution to international risk sharing at longer horizons has increased substantially. Much of
this increase can be attributed to the growth in international asset positions over the recent
globalization period.

Bartling, Bjorn; Fehr, Ernst & Schunk, Daniel (2012). «Health effects on children’s willingness to
compete», Experimental Economics, 15(1), 58-70.
http://dx.doi.org/10.1007/s10683-011-9288-2
The formation of human capital is important for a society’s welfare and economic success. Recent
literature shows that child health can provide an important explanation for disparities in children’s

human capital development across different socio-economic groups. While this literature focuses
on cognitive skills as determinants of human capital, it neglects non-cognitive skills. We analyze
data from economic experiments with preschoolers and their mothers to investigate whether child
health can explain developmental gaps in children’s non-cognitive skills. Our measure for
children’s non-cognitive skills is their willingness to compete with others. Our findings suggest
that health problems are negatively related to children’s willingness to compete and that the effect
of health on competitiveness differs with socio-economic background. Health has a strongly
negative effect in our sub-sample with low socio-economic background, whereas there is no effect
in our sub-sample with high socio-economic background.

Frey, Bruno S. (2011). «Subjective Well-Being, Politics and Political Economy», Swiss Journal of
Economics and Statistics, 147(4), 397-415.
http://EconPapers.repec.org/RePEc:ses:arsjes:2011-iv-3

Happiness research has significantly extended our knowledge about the factors determining
individual well-being. Several prominent scholars concluded that governments should engage in
maximizing happiness. This approach is based on a technocratic notion that politicians are
omniscient benevolent dictators. In contrast, the constitutional approach considers individuals as
citizens who, behind the veil of ignorance, choose political rules producing the best possible
outcome. Citizens are aware of the Manipulation Principle stating that government tends to distort
official happiness indicators in its favour. Citizens therefore demand extensive democratic
participation rights allowing them to pursue the kind of happiness they desire.

Frey, Bruno S. & Osterloh, Margit (2012). «Stop Tying Pay to Performance. The evidence is
overwhelming: It doesn’t work.», Harvard Business Review, January — February.
http://hbr.org/2012/01/tackling-business-problems/ar/1
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Lazear, Edward P.; Malmendier, Ulrike & Weber, Roberto A. (2012). «Sorting in Experiments
with Application to Social Preferences», American Economic Journal: Applied Economics, 4(1), 136-
163.

http://dx.doi.org/10.1257/app.4.1.136

Individuals sort into and out of economic environments based on their preferences and in response
to relative prices. We demonstrate the importance of such sorting for the measurement of social

preferences, using two laboratory experiments. First, allowing subjects to avoid environments in
which sharing is possible significantly reduces sharing. This reveals the existence of a type of
individual who shares reluctantly, preferring to avoid the opportunity to share. Second, after
subsidizing the sharing environment, the aggregate amount shared increases, but less is shared, on
average, by those who enter. Thus, subsidies intended to induce more sharing have weak effects
since they attract those who share the least.

McEvily, Bill; Radnevick, Joseph R. & Weber, Roberto A. (2012). «<Whom do you distrust and
how much does it cost? An experiment on the measurement of trust», Games and Economic
Behavior, 74(1), 285-298.

http://dx.doi.org/10.1016/j.geb.2011.06.011

We advance the measurement of trust in economics in two ways. First, we highlight the
importance of clearly identifying the target of trust, particularly for obtaining concordance
between attitudinal and behavioral measures of trust. Second, we introduce a novel behavioral
measure of (dis)trust, based on individuals” willingness to pay to avoid being vulnerable to the
target of trust. We conduct an experiment in which we vary the target of trust among passersby at
several locations around a city, measuring both behavioral distrust and trust attitudes towards
these varying targets. We find that subjects discriminate based on perceived characteristics of
different targets in determining whether to trust, in a manner consistent with trust elicited using
attitudinal measures and with actual trustworthiness. Risk aversion and altruism do not correlate
highly with our measure of distrust.

3.2 Others

Chumbley, J. R.; Flandin, G.; Bach, D. R,; Daunizeau, J.; Fehr, E.; Dolan, R. J. & Friston, K. J.
(2011). «Learning and Generalization under Ambiguity: An fMRI Study», PLoS Computational
Biology, 8(1), €1002346.

http://dx.doi.org/10.1371/journal.pcbi.1002346

Adaptive behavior often exploits generalizations from past experience by applying them
judiciously in new situations. This requires a means of quantifying the relative importance of prior
experience and current information, so they can be balanced optimally. In this study, we ask
whether the brain generalizes in an optimal way. Specifically, we used Bayesian learning theory
and fMRI to test whether neuronal responses reflect context-sensitive changes in ambiguity or
uncertainty about experience-dependent beliefs. We found that the hippocampus expresses clear
ambiguity-dependent responses that are associated with an augmented rate of learning. These
findings suggest candidate neuronal systems that may be involved in aberrations of generalization,
such as over-confidence.
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Hamman, John; Weber, Roberto A. & Woon, Jonathan (2011). «An Experimental Investigation of
Electoral Delegation and the Provision of Public Goods», The American Journal of Political Science,
55(4), 737-751.
http://dx.doi.org/10.1111/).1540-5907.2011.00531.x
How effectively do democratic institutions provide public goods? Despite the incentives an elected
leader has to free ride or impose majority tyranny, our experiment demonstrates that electoral
delegation results in full provision of the public good. Analysis of the experimental data suggests
that the result is primarily due to electoral selection: groups elect prosocial leaders and replace
those who do not implement full contribution outcomes. However, we also observe outcomes in

which a minimum winning coalition exploits the contributions of the remaining players. A second
experiment demonstrates that when electoral delegation must be endogenously implemented,
individuals voluntarily cede authority to an elected agent only when preplay communication is
permitted. Our combined results demonstrate that democratic delegation helps groups overcome
the free-rider problem and generally leads to outcomes that are often both efficient and equitable.

3.3 Books & Book Chapters

Dana, Jason; Loewenstein, George & Weber, Roberto A. (2011). «Ethical immunity: How people
violate their own moral standards without feeling they are doing so.» In: De Cremer, David &
Tenbrunsel, Ann E. (eds.), «Behavioral Business Ethics: Shaping an Emerging Field». London,
Taylor & Francis.

Rick, Scott & Weber, Roberto A. (2012). «Meaningful learning in economic games» In: Seel,
Norbert (eds.), «<Encyclopedia of the Sciences of Learning». Heidelberg, Springer.

3.4 Working Papers

Baetschmann, Gregori & Winkelmann, Rainer (February 2012). «Modelling zero-inflated count
data when exposure varies: with an application to sick leave»,
http://www.econ.uzh.ch/static/wp/econwp061.pdf.

Clausen, Andrew & Strub, Carlo (February 2012). «<Envelope Theorems for Non-Smooth and
Non-Concave Optimization», http://www.econ.uzh.ch/static/wp/econwp062.pdf.

D’Adda, Giovanna (January 2012). «Leadership and influence: Evidence from an Artefactual Field

Experiment on Local Public Good Provision», http://www.econ.uzh.ch/static/wp/econwp059.pdf.

Goeree, Jacob K. & Kushnir, Alexey (December 2011). «A Geometric Approach to Mechanism
Design», http://www.econ.uzh.ch/static/wp/econwp056.pdf.

Hoffmann, Mathias & Woitek, Ulrich (December 2011). «Emerging from the War: Gold Standard
Mentality, Current Accounts and the International Business Cycle 1885-1939»,
http://www.econ.uzh.ch/static/wp/econwp057.pdf.

Krey, Boris; Widmer, Philippe K. & Zweifel, Peter (December 2011). «Efficient Provision of
Electricity for the United States and Switzerland»,
http://www.soi.uzh.ch/research/wp/2008/wp0812.pdf.
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Ledoit, Olivier & Wolf, Michael (December 2011). «Nonlinear Shrinkage Estimation of Large-
Dimensional Covariance Matrices», http://www.iew.uzh.ch/wp/iewwp515.pdf.

Rathke, Alexander, Straumann, Tobias & Woitek, Ulrich (December 2011). «Overvalued:
Swedish Monetary Policy in the 1930s», http://www.econ.uzh.ch/static/wp/econwp058.pdf.

Rohner, Dominic; Thoenig, Mathias & Zilibotti, Fabrizio (December 2011). «Seeds of Distrust:
Contflict in Uganda», http://www.econ.uzh.ch/static/wp/econwp054.pdf.

Roéhrs, Sigrid & Winter, Christoph (December 2011). «Overvalued: Swedish Monetary Policy in
the 1930s», http://www.econ.uzh.ch/static/wp/econwp051.pdf.

Saez-Marti, Maria (December 2011). «Siesta: A theory of freelancing»,
http://www.econ.uzh.ch/static/wp/econwp055.pdf.

Widmer, Philippe K. (December 2011). «<Does Prospective Payment Increase Hospital
(In)Efficiency? Evidence from the Swiss Hospital Sector»,
http://www.econ.uzh.ch/static/wp/econwp053.pdf.

Widmer, Philippe K.; Zweifel, Peter & Farsi, Mehdi (December 2011). «Accounting for
Heterogeneity in the Measurement of Hospital Performance»,
http://www.econ.uzh.ch/static/wp/econwp052.pdf.

Winter, Christoph (December 2011). «Accounting for the Changing Role of Family Income in
Determining College Entry», http://www.iew.uzh.ch/wp/iewwp402.pdf.

Wunderli, Dan (January 2012). «Controlling the Danger of False Discoveries in Estimating
Multiple Treatment Effects», http://www.econ.uzh.ch/static/wp/econwp060.pdf.

3.5 Mainstream Publications & Appearances

Frey, Bruno S. (December 2011). «Schone Menschen verdienen mehr... und sind auch noch

gliicklicher», Okonomenstimme, 19.12.2011, http://www.oekonomenstimme.org/artikel/2011/12/schoene-
menschen-verdienen-mehr-und-sind-auch-noch-gluecklicher/ and NzZ online, 15.12.2011,
http://www.nzz.ch/nachrichten/wirtschaft/aktuell/schoene _menschen verdienen mehr 1.13647002.html

Frey, Bruno S. (December 2011). «Vier Griinde, die gegen Leistungslohne sprechen»,
Handelszeitung , 51/52, 24.12.2011, p. 7, http://www.handelszeitung.ch/konjunktur/vier-gruende-die-
gegen-leistungsloehne-sprechen

Frey, Bruno S. (January 2012).«Die Suche nach Globallsungen ist ineffizient», SonntagsZeitung,
08.01.2012, p. 51.

Hoffmann, Mathias (February 2012). «Sichere Anleihen sind eine Fehlannahme», Stocks, 20.01.-
02.02.2012, pp. 16-19.
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http://www.iew.uzh.ch/wp/iewwp402.pdf
http://www.econ.uzh.ch/static/wp/econwp060.pdf
http://www.oekonomenstimme.org/artikel/2011/12/schoene-menschen-verdienen-mehr-und-sind-auch-noch-gluecklicher/
http://www.oekonomenstimme.org/artikel/2011/12/schoene-menschen-verdienen-mehr-und-sind-auch-noch-gluecklicher/
http://www.nzz.ch/nachrichten/wirtschaft/aktuell/schoene_menschen_verdienen_mehr____1.13647002.html
http://www.handelszeitung.ch/konjunktur/vier-gruende-die-gegen-leistungsloehne-sprechen
http://www.handelszeitung.ch/konjunktur/vier-gruende-die-gegen-leistungsloehne-sprechen
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4 People

4.1 Visiting Guests & Research Stays

PROF. HOFFMANN

February 4 - 9 Toshihiro Okubo, Keio University
PROF. RUFF
February 14 - 18 Marc Dubin, Cornell University

4.2 Degrees

BACHELOR THESES
Alexandra Bar (Prof. Weber). January 2012. Subject: «Gender and Leadership»

Francesca Boucard (Prof. Netzer). December 2011. Subject: «Wirtschaftspolitik bei endogenen
Préferenzen»

Chdéying Darpoling (Prof. Woitek). January 2012. Subject: «Alkoholprohibition in den USA, 1920-
1933»

Leonie Grob (Prof. Woitek). February 2012. Subject: «Die deutsche Bankenkrise»

Luca Héanni (Prof. Woitek). January 2012. Subject: «Der biologische Lebensstandard in Ziirich in
den 1880er Jahren: Ergebnisse aus den sanitarischen Rekrutierungskontrollen»

Sacha Jucker (Prof. Woitek). January 2012. Subject: «Der biologische Lebensstandard in Ziirich zu
Beginn des 20. Jahrhunderts: Ergebnisse aus den sanitarischen Rekrutierungskontrollen»

Niklaus Leu (Prof. Winkelmann). January 2012. Subject: «Der Effekt der Einkommenssteuer auf
das individuelle Arbeitsangebot — Der Fall Schweiz»

Eike Ruegger (Prof. Woitek). January 2012. Subject: «Die Entwicklung der Schweizer Nahrungs-
und Genussmittelindustrie zu Beginn des 20. Jahrhunderts und die Auswirkungen auf den
biologischen Lebensstandard»

Flavio Schoenholzer (Prof. Winkelmann). February 2012. Subject: «Exchange Rate Volatility and
International Diversification — Evidence From a Swiss Business Survey»

Adrian Steiger (Prof. Woitek). January 2012. Subject: «Wirtschaft und Terrorismus»

Pelin Tiryaki (Prof. Schmutzler). January 2012. Subject: «Auswirkungen von Verbesserungen des
Offentlichen Verkehrs auf den Strassenverkehr und die Umweltqualitit — eine empirische Analyse»

Bernhard Trésch (Prof. Netzer). December 2011. Subject: «Sollte die Fiskalpolitik von einer
unabhingigen Behorde kontrolliert werden?»
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5 Miscellaneous

5.1 Congresses, Conferences & Selected Presentations

European Economic Association Lecture of Ernst Fehr on «Transaction costs, Power Abuse and the
Employment Relation — Economic Origins of Authority» at the ASSA meeting in Chicago on January
6, 2012.

Keynote Lecture of Bruno S. Frey on «Happiness Research and Happiness Policy», Symposium at the
Zeppelin University Graduate School Friedrichshafen, Germany, January 20, 2012.

Keynote Address of Bruno S. Frey on «Rankings in Academia?» at the Opening Symposium
“Graduate Education in the 21st century”, Zeppelin University Graduate School Friedrichshafen,
Germany, January 21, 2012.

Keynote Lecture of Bruno S. Frey on «World Heritage List: Does it make Sense?» at the IL
International Workshop on UNESCO World Heritage: Economic and Policy Issues, Universita di
Torino, Turin, Italy, January 24-25, 2012.

Invited Talk of Bruno S. Frey on «Gliick — die Sicht der Okonomie», School of Finance and
Management, Frankfurt am Main, Germany, January 27, 2012.

Plenary Lecture of Christian Ruff on «Functional interactions in the human cortical eye movement
circuitry» at the 22nd Ocular-Motor Meeting, Zurich/Munich, January 27, 2012.

Plenary Lecture of Christian Ruff on «Studying effective connectivity in the human brain with
concurrent TMS-fMRI» at the Annual Meeting of the Swiss Society for Neuroscience, Zurich,
February 3, 2012.
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