Jan-Egbert Sturm

Timo Wollmershiuser
Editors

Ifo Survey Data
in Business Cycle
and Monetary
Policy Analysis

With 51 Figures
and 62 Tables

Physica-Verlag

A Springer Company



Series Editors
Werner A. Miiller
Martina Bihn

Editors

Prof. Dr. Jan-Egbert Sturm Dr. Timo Wollmershiduser
University of Konstanz Ifo Institute for Economic Research
Department of Economics Poschingerstralie 5

P.O. Box D 131 81679 Munich

78457 Konstanz Germany

Germany wollmershaeuser @ifo.de

and

TWI — Thurgau Institute of Economics
Hauptstraie 90

P.O. Box

8280 Kreuzlingen 2

Switzerland

jan-egbert.sturm @uni-konstanz.de

ISSN 1431-1933
ISBN 3-7908-0174-7 Physica-Verlag Heidelberg New York

Cataloging-in-Publication Data applied for
Library of Congress Control Number: 2004111905

This work is subject to copyright. All rights are reserved, whether the whole or part of the material is
concerned, specifically the rights of translation, reprinting, reuse of illustrations, recitation, broadcasting,
reproduction on microfilm or in any other way, and storage in data banks. Duplication of this publication
or parts thereof is permitted only under the provisions of the German Copyright Law of September 9,
1965, in its current version, and permission for use must always be obtained from Physica-Verlag. Viola-
tions are liable for prosecution under the German Copyright Law.

Physica-Verlag is a part of Springer Science+Business Media
springeronline.com

© Physica-Verlag Heidelberg 2005
Printed in Germany

The use of general descriptive names, registered names, trademarks, etc. in this publication does not imply,
even in the absence of a specific statement, that such names are exempt from the relevant protective laws and
regulations and therefore free for general use.

Softcover Design: Erich Kirchner, Heidelberg
SPIN 10981900  88/3130/DK-5 4 3 2 1 O — Printed on acid-free and non-aging paper



Contributions to Economics

www.springeronline.com/series/1262

Further volumes of this series can
be found at our homepage.

Nicole Pohl
Mobility in Space and Time
2001. ISBN 3-7908-1380-X

Mario A. Maggioni

Clustering Dynamics and the Locations
of High-Tech-Firms

2002. ISBN 3-7908-1431-8

Ludwig Schitzl/Javier Revilla Diez (Eds.)
Technological Change and Regional
Development in Europe

2002. ISBN 3-7908-1460-1

Alberto Quadrio Curzio/Marco Fortis (Eds.)
Complexity and Industrial Clusters
2002. ISBN 3-7908-1471-7

Friedel Bolle/Marco Lehmann-Waffenschmidt
(Eds.)

Surveys in Experimental Economics

2002. ISBN 3-7908-1472-5

Pablo Coto-Milldn
General Equilibrium and Welfare
2002. ISBN 7908-1491-1

Wojciech W. Charemza/Krystyna Strzala (Eds.)
East European Transition and EU
Enlargement

2002. ISBN 3-7908-1501-1

Natalja von Westernhagen

Systemic Transformation, Trade and
Economic Growth

2002. ISBN 3-7908-1521-7

Josef Falkinger
A Theory of Employment in Firms
2002. ISBN 3-7908-1520-9

Engelbert Plassmann

Econometric Modelling of European Money
Demand

2003. ISBN 3-7908-1522-5

Reginald Loyen/Erik Buyst/Greta Devos (Eds.)
Struggeling for Leadership:
Antwerp-Rotterdam Port Competition
between 1870-2000

2003. ISBN 3-7908-1524-1

Pablo Coto-Milldn
Utility and Production, 2nd Edition
2003. ISBN 3-7908-1423-7

Emilio Colombo/John Driffill (Eds.)
The Role of Financial Markets

in the Transition Process

2003. ISBN 3-7908-0004-X

Guido S. Merzoni

Strategic Delegation in Firms
and in the Trade Union
2003. ISBN 3-7908-1432-6

Jan B. Kuné
On Global Aging
2003. ISBN 3-7908-0030-9

Sugata Marjit, Rajat Acharyya
International Trade, Wage Inequality
and the Developing Economy

2003. ISBN 3-7908-0031-7

Francesco C. Billari/Alexia Prskawetz (Eds.)
Agent-Based Computational Demography
2003. ISBN 3-7908-1550-0

Georg Bol/Gholamreza Nakhaeizadeh/
Svetlozar T. Rachev/Thomas Ridder/
Karl-Heinz Vollmer (Eds.)

Credit Risk

2003. ISBN 3-7908-0054-6

Christian Miiller
Money Demand in Europe
2003. ISBN 3-7908-0064-3

Cristina Nardi Spiller

The Dynamics of the Price Structure
and the Business Cycle

2003. ISBN 3-7908-0063-5

Michael Briuninger
Public Debt and Endogenous Growth
2003. ISBN 3-7908-0056-1

Brigitte Preissl/Laura Solimene
The Dynamics of Clusters and Innovation
2003. ISBN 3-7908-0077-5

Markus Gangl

Unemployment Dynamics in the
United States and West Germany
2003. ISBN 3-7908-1533-0

Pablo Coto-Milldn (Ed.)

Essays on Microeconomics

and Industrial Organisation, 2nd Edition
2004. ISBN 3-7908-0104-6

‘Wendelin Schnedler

The Value of Signals

in Hidden Action Models
2004. ISBN 3-7908-0173-9

Carsten Schroder
Variable Income Equivalence Scales
2004. ISBN 3-7908-0183-6

Wilhelm J. Meester
Locational Preferences of Entrepreneurs
2004. ISBN 3-7908-0178-X

Russel Cooper/Gary Madden (Eds.)
Frontiers of Broadband, Electronic and
Mobile Commerce

2004. ISBN 3-7908-0087-2



Foreword

A pilot flying to a distant city needs to check his position, flight path and
weather conditions, and must constantly keep his plane under control to land
safely. The Ifo survey data provide advance information on changing economic
weather conditions and help keep the economy under control. To be sure, by
their very nature they only provide short-term information. But like a plane,
the economy will not be able to reach its long-term goals if it strays off course
in the short term.

The Ifo survey data provide the most comprehensive and accurate, up-
to-date database in Europe on the state of the business cycle, and the Ifo
climate indicator, sometimes simply called “The Ifo”, is the most frequently
cited indicator of its kind in Europe. Both the European stock market and
the euro react to our indicator. Ifo’s methodology for determining the business
climate indicator has been exported to more than fifty countries, most recently
to Turkey and China. The Ifo people were proud to have been asked to help set
up polling systems in these countries. It is said that the Chinese government
relies more on their “Ifo indicator” than on their official accounting statistics.

The seven thousand firms that Ifo surveys every month not only give in-
formation about the state of their business and their expectations but answer
questions on other business issues as well. The answers have been fed into a
unique panel database, reaching back for decades, that contains treasures for
empirical research on the business cycle. Ifo encourages researchers from all
over the world to use these data for their research. For any serious research
project, Ifo provides in-house facilities that give external researchers a max-
imum of support in analyzing the data while simultaneously protecting the
anonymity of the participating firms.

This book contains examples of scholarly econometric research that is
based on the Ifo data set. It contains seven fine articles on various research
topics that center around business cycle problems and make use of the survey
data. I very much hope that these articles will whet the appetite of econo-
metricians around the world in applying the data for their purposes. More
information on the data set can be found on our web site www.ifo.de as well



VI Foreword

as in a new handbook on the Ifo surveys that is available from the institute
on request.

I am grateful to the authors of this volume for contributing to this fruitful
project.

Munich, Hans-Werner Sinn
June 2004 President of the Ifo Institute for Economic Research
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