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Abstract: This study observes the responding attitude of Business Tendency Survey (BTS)
participants. The main issue is about survey participants’ behaviors in Business Surveys’
questions, in particular to the question of general business conditions in their industry. The
data quality and measurement issues on this question is especially important because this is
one of the questions used for business confidence index calculation. Confidence indices
formed by using business and consumer surveys data plays a critical role since there is not
much data out there measuring their current situation and future expectations. Therefore,
those short term statistics are very significant for policy makers. Early signals for business
cycles are good to consult as long as qualified data is maintained. The general tendency of
perception and attitude change due to economic situation is measured by this question by a
three-level Likert scale on a monthly basis with a self-administered survey. The three scale
points in this question are “more optimistic; remain unchanged; more pessimistic”. The high
percentages of middle alternative responses over time draw our attention to look into this
topic in more details from a cognitive point of view. Therefore, the possible options how this
answer choice is interpreted by the respondents of BTS is discussed. At first, by implementing
an ad hoc interpolation method, how different the balance would be under certain
assumptions is studied. Results show that how firms evaluate middle category response choice
does not cause any substantial changes in the direction how we interpret economic
tendencies. However, the meaning of answering middle category response is still a puzzle.
Secondly, we analyzed the general business conditions data by using decision tree models to
observe whether we can classify a certain behavior on developing this response choice. These
analyses also proved the uncertain respondents in general. As a further investigation, to
validate assumptions, underlying factors that are shaping this behavior are to be researched by
in-depth interviews with managers, on a visit to the companies. In this workshop, the intention
is to share and discuss the results of this qualitative research. This research aims to help
developing better questionnaire design tools in business surveys.
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1. Introduction

There exists a wide-spread literature about the effects of responding behaviour on
population or household surveys, but less is known about the business surveys. There has been
a growing concern among countries in the short-term economic indicators to monitor the
economic developments and provide the economic analysts with the early signals of the
turning points in the economic activity. Such indicators are used to help both the government
and the private sector decision makers check their performance and plan their actions. The
surveys on expectations are primarily designed to signal changes in economic activity and
widely used in macroeconomic assessments and forecasts. The advantage of using survey
results is that they are available promptly before the related quantitative measures covering
the same types of economic activity and hence, they are considered as complementary to the
official statistics. The main aim of business tendency surveys conducted in various ways is to
find out the general tendency of cyclical developments and provide economic decision-makers
with the necessary information about future expectations. Therefore, the general belief is that
respondents in business surveys approach questions within the scope of businesses carried out
in their firms and in the sector group in economy they belong to. The motivation in this
research is to hypothesize whether this general belief holds or not, particularly for the
respondents who answer “remain unchanged” periodically. Is there a direct influence of
economic inconsistencies affecting their sectors on shaping their neutral answers? This
curiosity stems from the high amount of responses to “unchanged” category in a given month
and over the months consequently. The high percentages of “unchanged” category during the
periods start to question about the validity and reliability of the survey in the long run.

The data in this research comes from a business survey of Turkey which is formed in
the structure explained above. Business Tendency Survey (BTS) has been conducted by the
Central Bank of Turkey (CBRT) since December 1987 to track the trends in business conditions.
Real Sector Confidence Index (RSCl) was constructed in 2005 by using all the series. A
comprehensive revision in BTS was made in line with the “Joint Harmonised Business and
Consumer Surveys Program” of the EU Commission in 2007. According to statistical criteria and
economic theory, the most appropriate index is formed and its performance in tracking the

cyclical features of industrial production index is tested (Ece, et al., 2005). The survey has been
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prepared with the aim of discovering the opinions of the senior managers of the major private

sector firms about “
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the recent past and the future, on production, demand, investment, sales, employment,
capacity utilization of their company and their inflation expectations. It is generally difficult to
follow all the questions in a survey. Nilssons (2000) stated “The reason why a group of
indicators combined into a composite indicator should be more reliable over a period of time
than any of its individual components is related to the nature and causes of business cycles”.
Thus, the responses given to different questions are evaluated collectively by summing them
up into a single indicator. The aggregated indicator which is a function of respondents’ current
and past evaluations, and future expectations is called “confidence indicator”. At this point, in
relation to the focus of this study, the question is how those responses are formed.
Particularly, what is the response behaviour behind so many frequent neutral responses of
those business managers?

Response behaviour is the outcome of the evaluations in one’s individual brain
algorithm. What factors drive this behaviour? How does it form and find shape in
understanding? As literature in survey research formulates, the survey response model for
individuals consisting of four cognitive steps can be implemented as comprehension, retrieval,
judgement, and communication (Tourangeau, 1984). It is assumed that, in formulating an
answer for a survey question, the respondent has the knowledge, belief or attitude required to
provide a valid response. Comprehension corresponds to understanding the meaning of a
question. While responding to questions concerning conditions or behaviours, the respondent
attempts to retrieve the required information from memory. Once information has been
gathered, the respondent decides how to respond appropriately, taking into account risk,
benefit, available answer choices and so on, which is a judgement to make. Finally, in
communication phase, the respondent replies to the question by selecting the response
category, entering the data into the data collection instrument or communicating to the
interviewer.

The focus in this study is to evaluate the responding behaviour at the judgement level
using responses to a question regarding general economic situation expectations. The question
is “general tendency about current situation in respondent’s own sector compared to previous

” u

month”. This qualitative question’s response alternatives are “more optimistic,” “unchanged,”

and “more pessimistic.” It is observed that there is a high likelihood of responding “remain
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unchanged” throughout the periods. What happens when people are asked their ideas about
general economic situation which leads them to resEi_ond “remain unchanfed?" How do they:
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judge? What factors drive this answer choice? At the end, the answering behaviour influences

the survey results and their calculation for a good enough basically representative indicator.
That would be the concern of economic policy makers whether those indicators calculated by
using those questions are sufficiently reflecting the ideas of businesses in different sectors in
population.

The data is collected monthly as a self-administered paper or email survey from
approximately 3000 firms which are relatively leading businesses in their sectors. All questions
are interpreted on a balance which is called diffusion index (percent of positive answers-
present of negative answers). Those balances are used in data analyses for inflation reports,
monetary policy reports and any other reports required by the management at the CBRT.
There are twenty eight questions and of those, eight are used to calculate a RSCI for Turkey.
The average of those eight questions’ balances form the RSCI. One of those eight questions is
the general economic situation question which is used in this research. As mentioned above,
those diffusion indices and RSCI play a crucial role for economic policy makers. Therefore, the
meaningful interpretation is especially significant to implement the right policies for the
country as a whole.

Accordingly to give some background information, the next section summarizes the

related literature. The third section presents the theoretical framework of this study.

2. Related Literature

Due to the fact that diffusion indices are the percentage difference of positive and
negative thinkers of the questions in the survey, almost half of the responses lost in middle
response category cause similar results as in a questionnaire with a high item nonresponse
rate. Participating the survey and not responding to certain questions leads one to think first
about the questionnaire design. In particular, nonresponses can cause significant biases when
nonresponse occurs in relation to the question researched. The missing at random (MAR)
hypothesis, which assumes that the average distribution of responding business is
representative of non-respondents, is commonly used (Rubin, 1976). From an interpretivist

approach, this would be a strong assumption. The individual respondent behaviour is
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unpredictable. The way respondents act can be related to their mood, period or anything else
which is hard to guess and impossible to cate%orize. Nevertheless, under a relativeh/ positivist:
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approach, in this study, this methodological idea of MAR is used for middle category choices, '
to phrase it whether they are neutral at random or not. Virtually in all quantitative

macroeconomic

policy discussions, the assumptions are categorizing individuals in definite groups and thus,
hypotheses would like to be tested under that frame.

As discussed in the literature, some of those neutral responses can be a hidden don’t
know. Hidden don’t know in this survey represents unclear minds due to the recent economic
situation in a given period. Respondents might be unwilling to indicate any idea about
economic activity simply because of not being sure about the answer. Those situations exist
usually during those times when there is an economic crisis/downturn globally or domestically,
sluggish economy, election, political turbulence or critical foreign relations, namely the factors
causing instability in the economy. Indecisive or uncertain attitude is the result of one’s feeling
about the economy during the given period. It is more of a result of a feeling towards the
economy after self-interpretations of situation unconsciously. In other words, it is difficult to
constantly assess the improving/worsening economic conditions with better/worse over time
since the questions are about “developments/changes” (Bovi, 2009). When respondents have
limited information to do judgemental operation in evaluating likelihood of uncertain outlook,
they may prefer not to evaluate their own economic situation, indicate neutral answer choices
representing a hidden don’t know. Continuously responding “unchanged” does not show any
positive/negative surprise effect between t-1 and t. Updating information frequently for
periodic surveys takes more time for respondents because of the difficulty to analyse the
developments in large firms. When the question is about the general economic condition,
respondents will use their own perception if they are familiar to developments from the daily
routine, but if they are not familiar, learning takes time (Kahneman and Tversky, 1974). As the
respondents become more comfortable with the survey and want to minimize their burden,
they also tend to tick the “unchanged” category (Das et al., 2011), which in other words, a

“satisficing” behaviour (Krosnick, 1991).

There has been some split ballot design studies in which respondents are assigned to

conditions which offer or omit a middle response category to see the influence of offering this
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alternative. For instance, in Sturgis, et al. (2014)’s study, follow up probes are administered to
respondents who initiall& select neutral to determine whether thed/ selected this alternative in-
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order to indicate opinion neutrality or to tell that they do not have an opinion. They find that '
the attitude of vast majority is to avoid social embarrassment that they should have an opinion
on important issues, called faces saving do not know. This can be interpreted more as a

cultural

approach. In some cultures “do not know” is an embarrassing answer for any question
directed to an individual. Individuals are forced to have an opinion about anything no matter
how it is. Interpretation is in the nature of human, any issue can be discussed anyways. On the
other hand, they can also evaluate their own economic situation better than general business
outlook and the future better than the past, or judge over-pessimistically the past and forecast
over-optimistically the future (Kahneman and Tversky, 1974). As experimented, it is difficult to

distinguish between respondent behaviours.

As explained before, responding to a question often involves understanding the
question, retrieving relevant information from the memory, making some sort of judgement,
and then formulating the judgement in a way that is consistent with the question’s demands.
Respondents are viewed as pragmatists — at times, as opportunists — in their approach to these

mental steps (Tourangeau, Rips, et al., 2000).

In the literature, there have been some observed reasons to tick the “unchanged”
category frequently. Some uninformed interviewees do not want to answer and provide more
neutral answer with the category “unchanged”. Respondents may also keep their perception
status unchanged in the short run until they get enough information for updating. Highly
neutral responses may also point to respondents, who could not process available information
(Giovannini and Uysal, 2006). This is a realistic approach. If they accept that they don’t know

about that, it is no interest to them, simply they might choose to respond middle category.

Respondents may be conservative to change their ideas or bored of long periodic
surveys. Even though some scholars suggest that middle alternatives offer “easy outs” to
respondents who want to avoid taking sides on an issue, it is found that offering a middle
alternative reduces the amount of random measurement error in the responses, thus

increasing reliability (Muircheartaigh et al., 2000). In a postmodernist thought, respondents
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m|ght know and have idea but would prefer to get out of survey as soon as possible, then try
to make silly choice by not mdlcatmE idea either positive or ne§atlve In their mind, this gives
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chance to end the survey soon.

3. Theoretical Framework

While there are many theories in cognitive literature, my stand point for this research
is supporting more rationalistic theory. The rational expectations theory is an economic idea
that the people make choices based on their rational outlook, available information and past
experiences. The theory suggests that the current expectations in the economy are equivalent
to what people think the future state of the economy will become. Although there is a
dilemma with the belief that government policies affect individuals’ decisions, pragmatic
approach claims that this exists most of the time as explained. Following this theory, rational
choice theory has emerged. It assumes that all people try to actively maximize their advantage
in any situation and therefore consistently try to minimize their losses. This theory says that
people base their decisions on rational evaluations, act with this logic once there is need to
choose something, and target to increase either pleasure or profit, that is utility maximization.
All the social fact are directed by the human actions. Therefore, to be able to explain any
action and change in the economy, rational decisions of the individuals that make up the
whole are observed.

At the beginning | wanted to approach this topic in a more interpretivist point of view.
Nevertheless, | thought it will be a better and long lasting research if | try to understand and
see if my hypothesis of respondents’ being influenced by economic instabilities while giving
answers is valid or not. Are they rationalists? Are they hidden don’t knows while responding
middle category? Therefore, this experimental research is followed to analyse my hypothesis
which is that individuals are rationally affected from economic uncertainties while forming
their ideas on general economic situation. Additionally in the long run, with an interpretivist
approach, a research with certain theories as explained in related literature is planned to be

studied. Regarding that as one tool | have prepared an in-depth interview and started

¢ i ;
\// EPE_I Statistics a Statistisk sentralbyra Cgﬁdssatg

) Statistics Norway
INSTITUTO NACIONAL DE ESTATISTICA Netherlands

STATISTICS PORTUGAL

= Sureau



FIFTH INTERNATIONAL WORKSHOP ON

SBUSINESS DATA GOLLECTION MIETHODOLOGY ‘
meetings with some firms’ respondents So far, using method such as in-depth interview has

v

been a significant contribution to this stu ﬁ/ N
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Although people perceive that there is no change in their situation or in general I
conditions, the “unchanged” category may represent a few possible interpretations. If the
number of respondents in this category systematically remains high and persistent over very
long time, such as more than seven months (unchanged state), the validity of responses could
be questioned. Although the cyclical pattern of the sentiment indices expressed with Likert
scale is a good indicator for the long-term path, the upturn and downturn states of cycle

become typically longer when answers accumulate at the “unchanged” category (Bovi, 2009).

On the

other hand, this responding behaviour might be affected by optimal questionnaire design,
follow ups and probing questionnaire. However, in this study, design issues will not be
discussed in details.

Overall the respondent behaviour to answer “unchanged” category so many times in a
row and high percentage of “unchanged” answer in a given period to a BTS question is
investigated. Accumulation of responses dominantly at the “unchanged” category arouses
interest to question what if responses of this category are actually a mix of other categories’
answers or “do not have an opinion”. Responding “unchanged” indicates a neutral state which
can actually hide some information. Under the theoretical framework of this study, how the
“unchanged” response can be interpreted is summarized as follows. Firstly, it can be evaluated
as “same as before”, i.e., arithmetically null. Second, this response can mean “same change as
before (increase or decrease)”, i.e., arithmetically previous month’s expectation/answer. The
third possibility is “not informative, do not know (DK)”, i.e., arithmetically null. Basically by
understanding the behavioural reasons behind the “unchanged” response, we question
whether a reliable and qualified data is maintained or not. It is found that high percentage of
the “unchanged” response does not change the current interpretation of the survey results

and its information content.

/, . .
\// EPE_I Statistics a Statistisk sentralbyra Cgﬁdssﬁtg

) Statistics Norway
INSTITUTO NACIONAL DE ESTATISTICA Netherlands

STATISTICS PORTUGAL

= Sureau



FIFTH INTERNATIONAL WORKSHOP ON

BuUSsINESS DATA CoLLECTION MIETHODOLOGY

4. References

Aysoy, C., Brand, T. “Investigations on Responding Behaviour: Case Study for the Business
Tendency Survey of Turkey”, Research Notes in Economics, CBRT, No: 2017-05, June
2017.

Bachman, R., Elstner, S. and Sims, E.R. “Uncertainty and Economic Activity: Evidence from
Business Survey Data”, National Bureau of Economic Research, Working Paper 16143,

June 2010.

Bovi, M. (2009). “Economic versus Psychological Forecasting. Evidence from Consumer

Confidence Surveys”, Journal of Economic Psychology, 30 (4), 563-574.

Das, M. and Toepoel, V. and Van, Soest A. (2011). “Nonparametric Tests of Panel Conditioning

and Attrition Bias in Panel Surveys”, Sociological Methods & Research, 40 (1), 32-56.

Ece, D., Hamsici, T. and Oral E. (2005) “Building Up a Real Sector Confidence Index of Turkey”

Central Bank Review, Vol: 5, 1.

Giovannini, E. and Uysal, A. (2006). “Statistics, Knowledge and Policy: What Do We Know
About What People Know?”, OECD Workshop on Business and Consumer Tendency

Surveys, Rome.

Kahneman, D. and Tversky, A. (1974). “Judgement under Uncertainty: Heuristics and Biases”,

Science, 185, 1124-1131.

Krosnick, J. A. (1991). “Response Strategies for Coping with the Cognitive Demands of Attitude

Measures in Surveys”. Applied Cognitive Psychology, 5(3), 213-236

S ; .
W Eb Statistics BB, statistisk sentralbyra Cgﬁdssﬁtg
E « Statistics Norway B
INSTITUTO NACIONAL DE ESTATISTICA Netherlands N

STATISTICS PORTUGAL



FIFTH INTERNATIONAL WORKSHOP ON

BuUSsINESS DATA CoLLECTION MIETHODOLOGY

Muircheartaigh, C. and Krosnick, J. and Helic, A. (2000). “Middle Alternatives, Acquiescence,

and the Quality of Questionnaire Data”, Working Paper, University of Chicago.

Nilssons R. (2000), “Confidence Indicators and Composite Indicators”, Economic Surveys and

Data Analysis, CIRET Conference Proceedings, Paris.

Rubin, D. B. (1976). “Inference and Missing Data”. Biometrika, Vol 63(3), 581-592.

Seiler, C. (2013). “Nonresponse in Business Tendency Surveys: Theoretical Discourse and

Empirical Evidence”, Dissertation zur Erlangung des Grades eines Minchen.

Scherrer, P. (2005). “Adjusting for Nonresponse: Constant Sample Method in the French
Business Surveys”, Joint European Commission-OECD Workshop on International

Development of Business and Consumer Tendency Surveys.

Sturgis, P., Roberts, C. and Smith, P.(2014) “Middle Alternatives Revisited: How the neither/nor
Response Acts as a Way of Saying “lI Don’t Know”?”, Sociological Methods and

Research, Vol 43(1), 15-38.

Tourangeau, R. (1984), “Cognitive Science and Survey Methods”, in Jabine, T., Straf, M., Tanur,
J.M., and Tourangeau, R., eds., Cognitive Aspects of Survey Design. Building a Bridge

between Disciplines, National Academy Press, Washington DC, pp. 73-100.

Tourangeau, R. and Rips, L.J. and Rasinski, K. (2000). The Psychology of Survey Response,

Cambridge University Press.

S ; .
v Eh Statistics BB, statistisk sentralbyra Cglit-idssﬁtg
% « Statistics Norway B
INSTITUTO NACIONAL DE ESTATISTICA Netherlands N

STATISTICS PORTUGAL



FIFTH INTERNATIONAL WORKSHOP ON

BusiINESS DATA CoLLECTION MIETHODOLOGY

' University of Ljubliana " =
w EPEI Statistics » Statistisk sentralbyra Cg‘ﬁdssﬁtg
E « Statistics Norway Bira
INSTITUTO NACIONAL DE ESTATISTICA Netherlands —

STATISTICS PORTUGAL



