ECOMNZTOR

Make Your Publications Visible.

A Service of

ﬂ I I I Leibniz-Informationszentrum
° Wirtschaft
o B Leibniz Information Centre
h for Economics

Hiersemenzel, Magdolna; Sauer, Stefan; Wohlrabe, Klaus

Working Paper

On the Representativeness of the ifo Business Survey

CESifo Working Paper, No. 9863

Provided in Cooperation with:

Ifo Institute - Leibniz Institute for Economic Research at the University of Munich

Suggested Citation: Hiersemenzel, Magdolna; Sauer, Stefan; Wohlrabe, Klaus (2022) : On the
Representativeness of the ifo Business Survey, CESifo Working Paper, No. 9863, Center for

Economic Studies and ifo Institute (CESifo), Munich

This Version is available at:
https://hdl.handle.net/10419/263793

Standard-Nutzungsbedingungen:

Die Dokumente auf EconStor durfen zu eigenen wissenschaftlichen
Zwecken und zum Privatgebrauch gespeichert und kopiert werden.

Sie dirfen die Dokumente nicht fiir 6ffentliche oder kommerzielle
Zwecke vervielféltigen, 6ffentlich ausstellen, 6ffentlich zugénglich
machen, vertreiben oder anderweitig nutzen.

Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen
(insbesondere CC-Lizenzen) zur Verfiigung gestellt haben sollten,
gelten abweichend von diesen Nutzungsbedingungen die in der dort
genannten Lizenz gewahrten Nutzungsrechte.

WWW.ECONSTOR.EU

Terms of use:

Documents in EconStor may be saved and copied for your personal
and scholarly purposes.

You are not to copy documents for public or commercial purposes, to
exhibit the documents publicly, to make them publicly available on the
internet, or to distribute or otherwise use the documents in public.

If the documents have been made available under an Open Content
Licence (especially Creative Commons Licences), you may exercise
further usage rights as specified in the indicated licence.

Mitglied der

Leibniz-Gemeinschaft ;


https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://hdl.handle.net/10419/263793
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/

cesifo 9363
WORKING
PAPERS

On the Representativeness of
the ifo Business Survey

Magdolna Hiersemenzel, Stefan Sauer, Klaus Wohlrabe

CEsifo



Impressum:

CESifo Working Papers

ISSN 2364-1428 (electronic version)

Publisher and distributor: Munich Society for the Promotion of Economic Research - CESifo
GmbH

The international platform of Ludwigs-Maximilians University’s Center for Economic Studies
and the ifo Institute

Poschingerstr. 5, 81679 Munich, Germany

Telephone +49 (0)89 2180-2740, Telefax +49 (0)89 2180-17845, email office@cesifo.de

Editor: Clemens Fuest

https://www.cesifo.org/en/wp

An electronic version of the paper may be downloaded

- from the SSRN website: www.SSRN.com

- from the RePEc website: www.RePEc.org

- from the CESifo website: https://www.cesifo.org/en/wp



mailto:office@cesifo.de
https://www.cesifo.org/en/wp
http://www.ssrn.com/
http://www.repec.org/
https://www.cesifo.org/en/wp

CESifo Working Paper No. 9863

On the Representativeness of the
Ifo Business Survey

Abstract

The monthly ifo Business Survey is the basis for numerous economic indicators, such as the ifo
Business Climate Index Germany. Moreover, the anonymized micro data can be used for a wide
range of research projects. In order to obtain robust results, the panel of survey participants must
be large enough and as representative as possible for the German economy. This article describes
the composition of the panel participants based on various criteria, such as representativeness at
the sectoral and industry level, regional distribution, and distribution by firm size. The
investigation shows that the business panel is representative for the German economy.
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1 Introduction

In the ifo Business Survey, thousands of firms are surveyed every month on their current
business situation, their expectations and plans for the upcoming months, and on other eco-
nomic variables. The responses are used for the calculation of numerous economic indicators,
such as the ifo Business Climate Index Germany, as well as for a wide variety of research
projects.! Leading indicators, like the ifo business climate, play an important role in forecast-
ing macroeconomic variables for Germany such as industrial production or Gross Domestic
Product.?

The aim of the survey is to ensure that the results can be used to draw the most reliable
and robust conclusions possible about developments in the German economy. This applies
to both the analyses at the aggregate level with the business cycle indicators and to scientific
evaluations at the level of the anonymized micro data. For this reason, the panel of survey
participants must meet various requirements, to provide a picture as good as possible of
the business landscape in Germany. Surveys covering all companies would be desirable on
the one hand, but are not practical and feasible on the other. Moreover, participation in
the ifo surveys is voluntary. Therefore, the ifo Business Survey is based on a sample of
active companies in Germany. The sample size must be of a certain size to provide solid
and robust results. In this context, it is important to cover both all important economic
sectors (professional representation) and a sufficiently large number of companies (company
representation). Furthermore, so-called selection effects must be avoided, which would lead
to systematic distortions of the results. Therefore, it is important to ensure that the regional
composition of the participants as well as the distribution of the companies by size and
economic sector roughly reflect the composition of all German companies. Generally, the

sample should reflect all essential properties of the population of all German companies.

L An overview of various research papers using ifo micro data is provided by Demmelhuber et al. (2022)
2An early overview of the predictive power of the ifo indicators can be found in Abberger and Wohlrabe
(2006). Lehmann (2020) provides a comprehensive current overview.



2 Panel size and representativeness by sectors and
branches

The ifo business climate builds upon a historical grown panel of firms. The survey originally
started in manufacturing sector in December 1949, followed by retailing (1950), wholesaling
(1951), and construction (1956). The survey in the service sector was established in 2001 and
the first results were published in 2005. As in many panels there is attrition.> The replace-
ment and the acquisition of firms is implemented using a stratified sample using databases
like Orbis. The strata are defined along size classes, regions (states) and industries.

The aim of the panel design is to be able to obtain meaningful results and to draw
accurate conclusions not only for the overall economy but also for various economic sectors.
Table 1 provides an overview of the average monthly number of participants in 2021 for all
economic sectors covered by the ifo Business Survey.? It also shows how many employees
the participating companies have, compared to all companies in Germany. For example,
the survey panel covers around 15% of employees in manufacturing and construction. For
manufacturing of motor vehicles and motor vehicle parts more than 50% of the workforce
is covered in the sample of surveyed companies. The figures for retail and wholesale trade
are at 9% and 10% respectively. In the service sector, the ifo surveys cover 4.5% of the
workforce. This somewhat lower number can be explained by the high share of solo self-
employed persons and micro-enterprises, which have not been a focus of the ifo surveys so
far. Within the service sector, the information and communication sector has the highest
coverage of the workforce, at 17%.

The high number of participants in many sectors allows the calculation of results even

for more deeply subdivided industries.® Overall, the ifo Business Survey strongly focuses

3For determinants of non-response in the ifo survey see Seiler (2014).

4Strictly speaking, it is the number of questionnaires received and not the number of companies that is
shown here. In the construction sector, there are many companies that fill out several questionnaires per
month because they cover different construction sectors at the same time. This is also true for some large
companies in manufacturing, if they cover different branches.

5Moreover, the ifo Institute calculates cross-industry indices that are not covered by official statistics.
Examples are the digital industry (Pols et al. 2019) or the event industry (Sauer and Wohlrabe 2021).



on industries that are particularly cyclical and thus provide accurate signals for general
economic developments. This is especially true for the manufacturing sector. By contrast,
other sectors, such as agriculture, public services, finance or healthcare, are hardly or not
at all covered by the surveys. They are characterized less by cyclical than by structural
developments. However, especially in crisis situations, such as the Covid-19 pandemic, also
for less cyclical economic sectors information from surveys can be very valuable. For this
reason, the ifo Institute aims to further increase the number of participants in areas that
have not been so well covered to date. Furthermore, there are plans to include additional
sectors that have not been part of the survey until now.

Table 2 shows the distribution of companies in the ifo survey by industry in relation to the
distribution of all companies in Germany, the number of employees, and gross value added
(GVA) for 2021.° The distribution is partly very close to the official figures. For example, in
manufacturing the number of firms is over-represented in the ifo survey, but also relatively
close to the values of the GVA and the number of employees. In the trade sector this is to
some extent reversed. The number of companies is relatively well represented by the survey.

Looking at the GVA, a slight under-representation appears.

6The percentage distribution of companies differs somewhat from that in Table 1 because it is the number
of companies counted here, rather than the number of responses.

4
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Table 2: Distribution of the survey participants compared to the population in Germany

ifo Business Survey Distribution of German firms by

Count Count Employees Value Added
Manufacturing 32.6 8.2 26.2 34.5
Electricity, water, waste management 0.9 3.2 2.2 4.7
Construction 11.9 14.6 8.4 6.9
Trade 26.9 22.3 20.9 17.6
Transportation and storage 3.5 4.1 7.5 6.1
Accommodation and food service activities 3.6 9.2 8.0 2.8
Information and Communication 5.1 4.9 4.8 7.2
Real estate 1.2 6.2 1.8 3.8
Professional, scientific and technical activities 11.0 18.9 8.8 9.1
Administrative and support service activities 3.2 8.4 11.3 7.3

Note: Monthly averages for the year 2021.
Sources: ifo Business Survey, Federal Statistical Office

3 Coverage by firm size

Table 3 shows the shares of respondents in the panel of the ifo Business Surveys by company
size compared to all German companies.” The distribution in the ifo Panel is between the
actual distribution in the overall population and the weighted distributions according to
the number of employees and gross value added, so that even without weighting a very
good picture of the German economy emerges. This is a very good compromise, since an
enormous number of small companies would be needed for an exact representation of the
size class distribution. In compiling the panel, the focus was more on achieving the greatest
possible coverage of gross value added and workforce in the overall economy, as well as in
the various sectors of the economy. Since gross value added tends to increase with company
size, the focus is usually more on large and medium-sized companies. As a result, solo self-
employed persons and micro-enterprises account for a smaller share in the panel of the ifo
Business Survey than in the overall economy. They are generally not considered a driving

force for overall economic developments. However, to provide even more in-depth results for

"The official figures are provided by the Federal Statistical Office in the statistics for small and medium-
sized enterprises (code 48121). The data here is limited to the manufacturing, energy, water and waste
disposal sectors, as well as construction, trade, accommodation and food services, and business-related service
providers.



this group in the future, which can be of great interest especially in times of crisis, the ifo
Institute is currently systematically expanding the number of participants to include micro-
enterprises and solo self-employed (Sauer and Wohlrabe 2022). In conclusion, however, it can
be emphasized that at the sector level sufficient numbers of survey participants are already

available for all company size classes.

Table 3: Distribution of the ifo Business Survey panel by industry and size

small medium large
Manufacturing 12.7 12.2 7.8
Electricity, water, waste management 0.5 0.3 0.1
Construction 6.4 4.5 1.0
Trade 18.5 6.5 1.9
Transportation and storage 1.8 1.2 0.6
Accommodation and food service activities 2.5 1.0 0.1
Information and Communication 3.3 1.5 0.4
Real estate 0.8 0.3 0.1
Professional, scientific and technical activities 8.3 2.2 0.4
Administrative and support service activities 1.8 1.0 0.4
Total 56.6 30.8 12.6
Distribution of German firms by
Count 96.8 2.6 0.6
Employees 39.7 16.6 43.7
Value Added 26.4 15.7 58.0

Notes: Definition of size classes: small = 1-49 employees, medium = 50-249 employees, large = 250+
employees, shares in %. Monthly averages for the year 2021.
Sources: ifo Business Survey, Federal Statistical Office



4 Regional representation across states

A further essential characteristic of the panel is the regional distribution of the participating
companies. To obtain a picture of the entire German economy, it is also important that
all regions are sufficiently represented in the sample. Table 4 shows the average monthly
number of participants in 2021 for all 16 German federal states. It illustrates that the
regional distribution of companies in the panel is relatively close to the distribution of all
companies within Germany. German states with a high share of Germany’s gross domestic
product, such as Bavaria, North Rhine-Westphalia and Baden-Wiirttemberg, are also most
strongly represented in the business surveys.

A sufficiently large number of participants in all sectors even makes it possible to calculate
business cycle indicators at the federal state level (see Lehmann et al. 2019 and Lehmann
et al. 2022). Thus, monthly results are calculated for the states of Baden-Wiirttemberg,

Bavaria, Hesse, Lower Saxony, North Rhine-Westphalia and Saxony.



90T Teo13SIIR)G TeIOpa, ‘ADAING SsoUISN OJT :S9IINOG

"120T TedA 0 I9Jol SoInSIq [V :S9I0N

%0°T %L0 %80 Gc LT €¢ 8 €L RELERS
%0°'T %0'T %L1 LT 8¢ Ge 4! 76 puelrees
%9'¥ %0°¢S %0°C 86 61 184 ST €LT utfreg
%Wy'1 WL'T %0°C 1y 0¢ 06 e 6.1 BIUQIOWIO] UIOISOAN SINQUOPIOIN
%S°¢ %8'C %EC T¢T 1V I té 91 90¢ Smqurey
%C'C %8¢ %V'e 9v Ly g9 67 L0¢ Smquopuerg
%6'T %61 %L'T LE 97 66 8G (174 YUy -Auoxeg
%0°¢ %9°¢ %E'¢ 0L €9 911 44 £6¢ UI9)S[O] SIMSIIG
%S'¥ %L'Y %S¢ 89 29 80T €9 90¢ oyeuIje[Rd pURRUIYY
%8'T %C'C %1y 114 44 9qT 911 c9¢ RISULINTYT,
%8¢ %'y %S¢ ¥01 €g 68T jh4! L8V Auoxeg
%G8 %9°L %G9 c61 vel ¢al 1¢T 69¢ OSSO
%8'8 %L'8 %8'8 8GT 8GT I8¢ Va1 162 Auoxeg Iomor]
%0°ST %2L°€T %0¥1 G6¢ €1¢ €68 98¢ LCC1 Broquoym A\ -uopeq
%S°0C %¢ 0T %¢ 0T 6LV %18 99¥% LLY 9LL1 RI[Rd)SOA -OULIYJION
%G"8T %881 %0 1T QLY 67¢ ¢19 5{0)% T¥781 BlLIRARYH
Auewrror) ur - Joued ur
areys J(5 areyy aIeyy 109098 9JIAIDS  OpRI], UOIONIISUO))  SULMIORINUR[N  [R)O],

S10909s pUR SUOIFaI AQ SABAING ssoulsng ot o) ut sjuedoiyred A[qIuoly :§ o[qr],



5 Who fills out the questionnaire?

It is also fundamentally important for the quality of the survey results which person(s) of the
participating companies fill out the questionnaire. They should have a good overview of all
relevant areas in the company for providing competent answers to questions concerning topics
such as production, employee developments, or pricing policy. As a result, it is important
to the ifo Institute that the questionnaires are answered by people who are at the top of
the companies’ hierarchy and therefore have all the information they need to answer the
questions anytime.

With the help of a supplementary question in the Business Survey, it was possible to
determine that the questionnaires in the monthly ifo Business Survey are predominantly an-
swered by people who hold management positions within the participating companies. Over
80 percent of the people responding to the questionnaires are owners, CEOs, authorized rep-
resentatives, or members of the executive board (Sauer and Wohlrabe 2019). Consequently,

all requirements for achieving adequate results are also fulfilled from this perspective.

6 Outlook

In summary, it applies that there are various criteria for the representativeness of a panel for
business surveys. Compiling the panel of the ifo Business Survey, all criteria was carefully
taken into consideration. Therefore, the criteria for good representativeness are met at all
important levels both for the calculation of business cycle indicators and for economic analyses
at the level of anonymized micro data.

Nevertheless, the ifo Institute is striving for a continuous expansion of the panel and
its participants. On one hand the panel will be increased in the economic sectors already
covered and on the other hand further sectors that are not yet covered shall be added. In
addition, the expansion of the panel with solo self-employed persons and micro-enterprises

should enable here even more in-depth analyses in the future.
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