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A new scien'fic study of ETH Zurich, KOF Swiss Economic Ins'tute inves'gates 

the causal effect of the Innosuisse funding for joint innova'on projects between 

private firms and public higher educa'on ins'tu'ons as research partners. The 

main results show that the Innosuisse funding increases firm sales by 21% and 

employment by 18% on average over the next 5 years compared to not funded 

but otherwise similar companies. The effects of the funding thereby increase 

over 'me. These results are not only in line with the posi've effects found by 

Innosuisse’s impact monitoring, which is based on firms’ self-assessments, but 

also provide valuable new insights into the dynamics of the funding effects. 

Introduc�on 

The main instrument of Innosuisse is the funding of joint innova'on projects, or R&D coopera'on, 

between private firms and public higher educa'on ins'tu'ons as research partners. This most 

important funding instrument of Innosuisse aims to strengthen knowledge and technology transfer 

(KTT). It targets the innova'on capabili'es of firms to create effec've value in markets. The study of 

KOF Swiss Economic ins'tute provides a causal es'mate of this Innosuisse funding on the employment 

and sales figures of firms in the years a:er comple'on of funding. To iden'fy the funding effect, it uses 

difference-in-differences methods with a control group of firms that did not receive funding but 

otherwise resembles funded firms for defined characteris'cs. 

A twofold selec�on bias 

To es'mate the causal effect of the funding, one cannot simply compare the mean performance of 

funded firms with the mean performance of non-funded firms. Such a comparison would suffer from a 

twofold selec'on problem and thus deliver biased es'mates. First, firms self-select into the Innosuisse 

funding and, second, Innosuisse selects project applica'ons. A simple mean comparison would likely 

lead to an overes'ma'on of the funding effects, because be;er firms with higher quality projects 

would likely get funded more o:en. These firms would also without the funding have delivered higher 

performance effects than the other firms with the in comparison lower quality projects. A simple mean 

comparison would then be a combina'on of the actual funding effect together with this twofold 

selec'on bias. 

Difference-in-differences 

To address the twofold selec'on problem, the study uses difference-in-differences (DiD) methods that 

compare over 'me the performance of firms funded by Innosuisse with the performance of a control 

group of non-funded firms. The central assump'on of a DiD is that without the funding, the funded 

firms would have developed in the same way as the non-funded firms. To make this assump'on more 

plausible, the study uses four important firm characteris'cs (i.e., exports, employees with a ter'ary 



degree, R&D expenditures, and number of compe'tors) to build a control group of non-funded firms 

that is very similar to the funded firms. If the central assump'on of a parallel development holds, the 

difference in the performance outcomes between the funded firms and the control group of non-

funded firms is then the causal effect of the Innosuisse funding. One can provide some evidence for 

plausibility of the DiD if the performance before the funding is similar for both groups. The study finds 

evidence in line with this placebo test, as one can see in Figures 1 and 2. Before the Innosuisse funding, 

there is no significant difference between funded and non-funded firms in all periods. 

Data sources 

The study uses several waves of three different surveys conducted by the KOF Swiss Economic Ins'tute. 

These surveys are based on a stra'fied random sample that is representa've of the en're Swiss 

economy. In addi'on, the study uses data from three waves of a survey on the popula'on of firms that 

applied for Innosuisse funding in 2019, 2021 and 2023. Combining these data sets results in a 

comprehensive firm-level panel data set ranging from 2010-2022, with 3220 firm-year observa'ons 

and 920 unique firms, of which 383 are funded firms and 537 non-funded firms. There are three 

different cohorts of funded firms: 2017-18, 2019-20, and 2021-22. Since the data ranges back to 2010, 

we have a maximum of “t-12” years before the funding and “t+4” years a:er the funding. The results 

of our baseline specifica'on are shown in Figures 1 and 2. 

Results 

Figure 1 and 2 show the differences in employment and sales between the funded firms and the control 

group of similar but non-funded firms. Before the Innosuisse funding, both groups develop similarly, 

while a:er the funding they diverge. The y-Axes show the change in firm employment (Figure 1) and 

firm sales (Figure 2) and the x-Axes the years rela've to the treatment (i.e., the Innosuisse funding). 

The funding happens somewhen between year “t-2” and “t”. The rectangles are the point es'mates, 

while the lighter shaded bands correspond to 99% and the darker shaded bands to 95% confidence 

intervals. In Figure 1 the Innosuisse funding shows sta's'cally significant effects on employment that 

increase over 'me, with an average effect of 17.6% a:er five years. The effects on sales in Figure 2 are 

similar, with an average effect of the funding of 20.7% a:er five years. Further analyses in the study 

show that the funding effects are strongest for the firms coopera'ng with the ETH domain and the 

universi'es of applied sciences.  

Comparison 

The results of the study align with the posi've impacts of the Innosuisse funding found in the Impact 

Monitoring of Innosuisse. Whereas the Impact Monitoring uses self-assessment of firms and simple 

but intui've methods, the study at hand uses state-of-the-art econometric methods and relies on 

effec'vely realized sales and employment figures. The applied method allows for a long-term 

quan'ta've tracking of the Innosuisse funding effects that can also evaluate whether it improves over 

'me. 

 



 

 

Figure 1: The effect of the Innosuisse funding on firm employment 

 

Figure 2: The effect of the Innosuisse funding on firm sales 

 

 


