

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Learning to Forecast the Hard Way -- Evidence from German Reunification

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			29 Pages
		
		

		Posted: 8 Mar 2013
		
			Last revised: 24 Dec 2020
		
		
	

	
		
			
			




	See all articles by Thomas TriebsThomas Triebs
Loughborough University - School of Business and Economics
Justin Tumlinson
University of Exeter Business School


		

	
	
	
	
	


	
	
		
			[image: Multiple version icon]There are 2 versions of this paper
		
	


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									Learning to Forecast the Hard Way -- Evidence from German Reunification

								
							
							
							
								
									Number of pages: 29
								
								
									Posted: 08 Mar 2013
								
								
									Last Revised: 24 Dec 2020
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							  147
							
						

					

					
					

					
						
							
						

						
							
								
									Learning Capitalism the Hard Way - Evidence from German Reunification
									

								
							
							
							
								CESifo Working Paper Series No. 6260
							

							
							
								
									Number of pages: 42
								
								
									Posted: 01 Feb 2017
								
								
							

							
						

						
							
							Downloads
							   44
							
						

					

					
				

			

		

	

	


	
	
	
	
		
		
	
	
		
			Date Written: May 8, 2019

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		How do firms learn to forecast future business conditions after major structural changes to the economy? How long does it take? We exploit German Reunification as a natural experiment, where firms in the East are treated with ignorance about the distribution of market states, to test a Bayesian learning framework. As predicted, we find that Eastern firms initially forecast future business conditions worse than Western ones, but this gap gradually closes over the three quarters of a decade following Reunification. The slow convergence stems from differences in forward expectations rather than realized market conditions. These results warn of costly and drawn out firm-level adjustments to contemporary regime changes, such as the US-China Trade War, COVID19 and Brexit. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Organizational Learning, Mental Models, Expectation Formation, Business Cycle Forecasting, Transition Dynamics

	
	

	
    

    
	

	
	
		JEL Classification: D21, D83, E32, E37

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Triebs,  Thomas and Tumlinson,  Justin, Learning to Forecast the Hard Way -- Evidence from German Reunification (May 8, 2019).  Available at SSRN: https://ssrn.com/abstract=2229702 or http://dx.doi.org/10.2139/ssrn.2229702 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Thomas Triebs

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Loughborough University - School of Business and Economics  ( email )

			

			
			
				
				
				
					Epinal Way
Leics LE11 3TU
Leicestershire
United Kingdom

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Justin Tumlinson (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Exeter Business School  ( email )

			

			
			
				
				
				
					Streatham Court
Xfi Building, Rennes Dr.
Exeter, EX4 4JH
United Kingdom

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      147

			

		
		
		
			Abstract Views

			    1,434

		

		
		 
		
			Rank

			  287,970

		

		
	


	

	
		
			
				       26 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    European Economics: Microeconomics & Industrial Organization eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                European Economics: Microeconomics & Industrial Organization eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,135

                                    

                                    
                                        PAPERS

                                           10,750

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Marco Da Rin at Tilburg University, Department of Finance, Francesco Giavazzi at University of Bocconi - Innocenzo Gasparini Institute for Economic Research (IGIER)National Bureau of Economic Research (NBER)

                                    

                                
                            

                        

                    

                
	
                    Institutions & Transition Economics: Microeconomic Issues eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Institutions & Transition Economics: Microeconomic Issues eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              562

                                    

                                    
                                        PAPERS

                                            5,946

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Erik BerglÃ¶f at Institute of Global Affairs, London School of Economics and Political Science

                                    

                                
                            

                        

                    

                


            

            
                
                

                	
                    Comparative Political Economy: Comparative Capitalism eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Comparative Political Economy: Comparative Capitalism eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                               75

                                    

                                    
                                        PAPERS

                                            9,471

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Preferences for Redistribution

                        
                            By
                                
                                
                                    
                                    Alberto F. Alesina
                                     and 
                                
                                    
                                    Paola Giuliano
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Preferences for Redistribution

                        
                            By
                                
                                
                                    
                                    Alberto F. Alesina
                                     and 
                                
                                    
                                    Paola Giuliano
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Preferences for Redistribution

                        
                            By
                                
                                
                                    
                                    Alberto F. Alesina
                                     and 
                                
                                    
                                    Paola Giuliano
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Social Mobility and the Demand for Redistribution:  the Poum Hypothesis

                            
                                By
                                    
                                    
                                        
                                        Roland BÃ©nabou
                                         and 
                                    
                                        
                                        Efe A. Ok
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Preferences for Redistribution in the Land of Opportunities

                            
                                By
                                    
                                    
                                        
                                        Alberto F. Alesina
                                         and 
                                    
                                        
                                        Eliana La Ferrara
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Preferences for Redistribution in the Land of Opportunities

                            
                                By
                                    
                                    
                                        
                                        Alberto F. Alesina
                                         and 
                                    
                                        
                                        Eliana La Ferrara
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Preferences for Redistribution in the Land of Opportunities

                            
                                By
                                    
                                    
                                        
                                        Alberto F. Alesina
                                         and 
                                    
                                        
                                        Eliana La Ferrara
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Fairness and Redistribution: U.S. Versus Europe

                            
                                By
                                    
                                    
                                        
                                        Alberto F. Alesina
                                         and 
                                    
                                        
                                        George-marios Angeletos
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Why Doesn't the Us Have a European-Style Welfare State?

                            
                                By
                                    
                                    
                                        
                                        Alberto F. Alesina, 
                                        
                                    
                                        
                                        Edward L. Glaeser, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Belief in a Just World and Redistributive Politics

                            
                                By
                                    
                                    
                                        
                                        Roland BÃ©nabou
                                         and 
                                    
                                        
                                        Jean Tirole
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.101 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
