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Agenda

• Behind the scenes of the ifo Business Climate

• How to interpret the index and its relationship to the German Business Cycle

• Practical Issues
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The ifo survey

• Regular survey

• Voluntary participation

• Mostly qualitative questions

• Provides up-to-date information about the current economic situation and 
the upcomining development

• Information exchange between firms and the institute
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The questionnaire
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Industry
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The Header
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The questionnaire– Current Situation

Business Situation



© Berlin Economics 8

Ex post: Situation in the previous month



© Berlin Economics 9

Expectationsfor the next three (six) months
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Special Questions
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ParticipationRates

Firms Effective Online Paper

Industry 3000 2500 70% 30%

Construction 1000 1800 60% 40%

Trade 2800 2200 45% 55%

Services 3000 2500 70% 30%
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Weighting
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Weighting

• Individual weight depends on the size of the firm

• Industry: Employees

• Trade, Service: Turnover (Size Range)

• Construction: Employees (Size Range)

• Conversion of employees and turnovers into weighting points
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Aggregation

Industry1-Digit

2-Digit Automotive
Mechanical
Engineering

…

3-Digit Gears etc.Machine Tools

Firm A Firm CFirm B Firm D Firm FFirm EFirm Level

Weighting: 
Firm weights

Weighting: 
Firm weights

Weighting: 
Gross-Value Added
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ifo Business Climate Germany
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30.2%

50.5%

6.0%

7.1%
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Aggregation: Balance Approach

Firm Answer Weight Distribution                
+                    =                         -

A satisfactory 5 5

B good 2 2

C good 4 4

D unsatisfactory 2 2

E satisfactory 5 5

F good 2 2

Sum of Weights 20 8 10 2

Percentage Share 100% 40% 50% 10%

Balance Statistic = (Share „good“ ) – (Share „unsatisfactory “)  

= 40% - 10% = +30%
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Calculationof the ifo Business Climate

𝐵𝐶𝐿 = 𝑆𝐼𝑇 + 200 ∙ (𝐸𝑋𝑃 + 200) − 200

BCL: Business Climate, Balance

SIT: Business Situation, Balance

EXP: Business Expectations, Balance
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Aggregated Results
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Ifo Business Climate Germany
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Sector Results
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Business „Cycle Clock“
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How good does the ifo index track 
the German Economy?
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Ifo vs. GDP
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Ifo vs. Production
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© ifo Institut

a Saison- und kalenderbereinigt.
b Verarbeitendes Gewerbe, saisonbereinigt.

Produktionsindex und ifo Geschäftsklima im Verarbeitenden Gewerbe

Veränderung gegenüber
dem Vorjahresmonat in % Index, 2005 = 100

Quelle: Statistisches Bundesamt; ifo Konjunkturumfragen, Februar 2018.
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Practical Issues
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Monthly time frame

Sending out the survey
(beginning of the month)

Answers are coming in, majority in the first half 
of the month

Reminder

Check for Consistency

Calculation of the ifo Business Climate
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How to acquire new firms?

• Mailings (address providers)

• Cooperation with associations

• In principle: Every firm can participate
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Practical Issues

• A representative sample is important and necessary to draw valid 
conclusions from the survey.

• The survey can either been set up as a panel, i.e. registered firms answer 
every month. This can ensure a high response rate due to a higher 
commitment of the firms. 

• The alternative is that one draws a random sample from the firm register 
and the participating firms change over time.

• The survey is conducted at the product level. This means that fill out the 
survey with the most important product in mind. This is in important issue, 
as many firms are multi-product firms and these makes it difficult to classify 
with respect to the branch.

• Firms should be rewarded for participating in the survey. They should get 
branch specific information that is not generally available to the public.
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Problems

• Panel mortality

– „aversion“

– insolvency

– fusion

– change of the contact person

• Numerous surveys (Students, associations)

• Increasing „panel fatigue “

• Competition with official statistics

• Special surveys

• Surveys vs. science
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The first Questionnaire

• Assessment of the current business situation

• Development in the past month of turnover, prices and employment

• Expected development (e.g. three months horizon) for turnover, prices and 
employment

• Expected development of the business situation over the next six months
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How to get started?

• How many firms are there in Armenia?

• Define number of firms the survey wants to cover.

• Do you want a quarterly or a monthly survey?

• Identify the most important sectors and branches where firms shall be 
recruited for the survey. Ignore branches that do not have typical business 
cycle properties, like the health sector, (state) administration or art.

• For the identified branches, get the gross-value added for the weighting 
scheme.
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How to get started?

• Get the addresses of firms. Is there a firm register?

• Set up a questionnaire. The wording of questions should be fix for a long time 
of period once it has been determined. Please have in mind that it is always 
delicate and not suggested to change the wording of questions later.

• The first contact should be via standard mail. Invite the firms to the survey 
and ask them to participate. Please collect the recent number of employees 
and the turnover from them. Furthermore, they should themselves classify 
into a branch. Every firm gets an ID.
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How to get started?

• Be patient it might take some time to convince the firms.

• Set up a database where the micro data is stored. 

• Programme the aggregation procedure. This can be done using many 
statistics or econometric software packages like Matlab or R.

• Set up also a time series database where the aggregated time series are 
stored.

• Future issue: seasonal adjustment.
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About the German Economic Team

C O N T A C T

Nikolas Schmidt, Project Manager Armenia
schmidt@berlin-economics.com

German Economic Team Tel: +49 30 / 20 61 34 64 0
c/o BE Berlin Economics GmbH info@german-economic-team.com
Schillerstraße 59 www.german-economic-team.com
10627 Berlin 

The German Economic Team (GET) advises the governments of Ukraine, Belarus, Moldova, Georgia and
Uzbekistan regarding the design of economic policy reform processes and a sustainable development
of the economic framework. As part of the project we also work in other countries such as Armenia on
selected topics.

In a continuous dialogue with high-level decision makers of the project countries, we identify current
problems in economic policy and then provide concrete policy recommendations based on
independent analysis.

In addition, GET supports German institutions in the political, administrative and business sectors with
its know-how and detailed knowledge of the region’s economies.

The German Economic Team is financed by the Federal Ministry of Economics and Energy. The
consulting firm Berlin Economics has been commissioned with the implementation of the project.


