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Abstract

Precise wording of qualitative questions poses tamtial problem because
frequently even small lack of accuracy or inappiatper word used in

a question may bias surveys’ results. We analyzengact of the wording

on results of the qualitative business tendencyeysr conducted by CSO of
Poland. The relationship between the way survetiues are formulated
and obtained replies is pointed out, e.g. the erfae of adding explanatory
notes and taking into account a kind of activityp@endents perform.
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1. Introduction

The business tendency surveys program was launblyethe Central
Statistical Office of Poland (CSO) in the beginnaighe 1990s. In June 1992
the survey of business tendency in manufacturingim#oduced as the first,
then, in July 1993, the survey of business tendemapnstruction, and in
October of the same year — the survey of busiregtency in retail trade. In
1999 questions concerning investment activitiesoofipanies were separated
from the business tendency surveys’ questionnairenanufacturing and
construction to form a separate survey. Their somps broadened to be
consistent with the harmonized form of the Europ€ammission survey in
manufacturing. In January 2003 the survey of bissriendency in services
started, and later, in 2011, the business tendsmciey in wholesale trade.
Additionally, in 2011 the sampling scheme was cleag allow for regional
comparison.

Implementation of business tendency surveys carried by CSO of Poland

manufaeturing investments in industry Survey on voivodships’ level
] and construction |
construction ) wholesale trade
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Figure 1. The evolution of business tendency suat\yCSO.

The scope and variables of particular businesseterydsurveys were
subject to modifications in the subsequent yeass)lting both from changes
in the legal and economic environment, as welt@sfchanges in user needs.
Furthermore, the business tendency surveys cordluoye the Central
Statistical Office take into account the scope aamdables valid in thdoint
Harmonised EU Programme of Business and Consumars/eys
(Commission decision C(97) 2241 of 15 July 1997; m@ossion
communication COM(2006) 379 of 12 July 2006). Ae tbsult, the changes
introduced at the European level also affectedtineeys carried out by CSO.

2. Formulation of questions in qualitative surveys

The business tendency surveys conducted by CSéxtelibjective opinions
of entrepreneurs about current and future situaifaghe companies managed
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by them, related to such elements of businessitesi\as, e.g. order books,
production, financial situation, employment, pricesvestments. While
filling in a questionnaire, the respondents relytlogir evaluation concerning
current situation of the company and its expectedebpment without
referring to accounting records. It enables fastdiection of answers than in
the case of quantitative surveys, as well as quieladoration and publication
of results, providing, in a short time, with thesfiand general information
about trends in the economy. The collected qualgahformation may refer
not only to data acquired afterwards in quantigatsurveys, but also to
phenomena not observed by quantitative statissiosh as, e.g., opinions
about barriers to economic activity. As a resulisibess tendency surveys
data complements quantitative survey results. Apontant element of
business tendency surveys are prognostic questwogiding information
about entrepreneurs' forecasts concerning firmtgagson and its selected
elements in the months to come.

Due to the subjective nature of business tendeunoyegs, qualitative
guestions, to a much greater extent than the ag&@ontained in quantitative
questionnaires, should be formulated in such aseags to ensure that they
are clear and fully understandable for the respond&recise formulation of
questions is a fairly important problem, as eveniaor understatement or
incorrect word used in a question may affect tisults. The author of the
survey must know the target group of the survelie-type and the unique
character of their activities, the scope of infotima possessed by the
respondents, as well as the language used byshendents. Any problems
in understanding or interpretation of the questioreg/ affect the answers,
and, as a consequence, also the obtained results.

Proper phrasing of the question is an importanieiseat bothers survey
authors — that can be seen in many publicationlyzng different aspects of
questionnaire designing or formulation of questiamghin them. For
example, Presser and Schuman (1977) analyze htasedtit ways of wording
of the same question can influence survey resudtsguestion’s length and
complexity as well as introducing neutral resporides conducted analysis
also takes into account respondents’ level of dilutaand answers for
different question’s variant. On the other handitétaand Schuman (1982)
describe alternative solutions tested in survegsiestions phrasing, choice
of answers, questions order in a questionnaire @ their influence on
obtained results.

Krosnick (1991) analyzes situations when resporsderg unwilling to
respond to survey questions and give answers tbatad optimal, but rather
select the first acceptable response alternatioepuatting much effort into
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answering. He points out that a respondent of Idexezl of education who is
tired or doesn’t understand the question, choosee pften the answer ‘does
not change’ or ‘don’t know’. Hardy (2015) analyz#ee length of the
questionnaire and the precision of response to tijaave questions in
surveys. He draws attention to the place of thestijre in the questionnaire,
especially in the context of respondent tirednegstandency to give easy,
fast and neutral answers.

To avoid such problems as much as possible, thetiqne’ drafts,
before being introduced to the survey, are analyaed tested in detail.
However, identification of some problems related gioestions may be
possible only after their introduction to the synead after collection of the
first results.

The paper presents some examples of how the pgrafsihe questions
of the business tendency surveys conducted by Gfp@at the results.

3. Methodology of the CSO business tendency surveys

The business tendency surveys conducted by CS®asexl on subjective
opinions of entrepreneurs. A typical question a¢f BITS questionnaire is
phrased in the way that a respondent could pingwnt has situation (e.g.
demand, production, employment, financial situgtcranged in comparison
to the past (i.e. increased, remained unchangddaeased) and will change
in the future (will increase, will not change, wdkkcrease). There can only be
one answer to these types of questions.

In the questionnaire there are also two other kwfdguestion — one
where the respondent can choose several answersdrgiven set (e.g.
question concerning factors limiting productiomgdanother one, where the
respondent is asked for an exact number reflecheghis situation
(a quantitative type of question, e.g. on capadiitization).

In the case of the first type of questions, a badais calculated as
a difference between the percentage of the respismdadoosing the first
variant (increase/improvement) and the percentagieose who choose the
third one (decrease/deterioration). In the secomdecan indicator is
calculated separately for each variant as the ptage of the respondents
choosing it. Indicators referring to the quantitatitype of questions are
calculated as an arithmetic mean out of all ansiteetise particular question.

Next, the balances and indicators are weightechbyshares of sold
production to receive results representative fothal country.
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4. Question about capacity utilization in services

The degree of capacity utilization informs abow kevel of involvement of
production capacity of a firm, the maintenance bfok entails costs, as well
as about the possibility of a firm to produce mave,whether it should
increase employment or undertake investments, wiaehd make it possible
to fulfill submitted or expected orders. It alsdicates economic situation,
including situation of consumers, as well as whetlyed to what extent
produced goods and services match — also in tefimpavation — demand,
and therefore the relation between supply and ddman

The information on capacity utilization is not dadle in quantitative
statistics. The question is asked in business tarydsurveys only and is one
of few questions of quantitative nature. It wasluded in the first Polish
business tendency surveys in the early 1990s keiguarterly questionnaire
sent to manufacturing companies, as well as imitethly questionnaire sent
to construction and assembly companies. It has deeided that the survey
addressed to service companies should also cantpiestion about capacity
utilization, in identical wording as in the questmire addressed to
companies conducting activities related to manufang (section
C according to NACE Rev.2) and construction (seckd

As the result of analysis of data on capacity zdtiion acquired on the
basis of the business tendency survey in servicbgas been observed that
these results, in spite of the fact that they wab&ined on the basis of the
guestion formulated in the same way as in the naantufing and construction
surveys, raise some doubts in terms of qualityhefdanswers. The level of
capacity utilization in services, indicated by threspondents, was
significantly lower than the level reported by miamiurers and construction
companies. In the case of service companies ihezhthe range of 20-30%,
whereas in the case of the two remaining surveyeaps of firms — 60-90%.

Therefore, an attempt to solve this problem wasenmdchanging the
phrasing of the question, assuming that, due tehiaeacter of the activities
conducted by service firms, the respondents mag hgroblem with correct
interpretation of the question, which results iwimgg incorrect answers.
When preparing the new question, the diversity hedf types of service
activities covered by the CSO survey was analynddch required taking
into account various factors typical that affect/gme activities.

The business tendency survey in services coveifiesntlassified
according to the NACE Rev.2 to the section:

e Transportation and storage (section H)

* Accommodation and food service activities (sectjon
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e Information and communication (section J)

» Financial and insurance activities (section K) dydmnks, credit
unions, insurance companies, brokerage houses dinckso
universal pension fund (management) companies awesiment
fund companies

* Real estate activities (section L)

» Professional, scientific and technical activitisegtion M)

* Administrative and support service activities (gatiN)

* Education (section P) — without tertiary education

* Human health and social work activities (sectior-@J)ithout health
maintenance organizations

* Arts, entertainment and recreation (section R) thout juridical
cultural institutions

« Other services activities (section S)

Finally, it was decided to formulate the questiorthwadditional

explanation of what should be taken into accourgmwbroviding answers:

What capacity (persons employed, equipment, mdarengport, space etc.)
IS your company currently operating at (as a petage of full capacity)?

Such a change introduced in the questionnaireedbtisiness tendency
survey in services, since January 2010, radicalfgcted the obtained
answers. The reported level of capacity utilizatiorservices exceeded the
level indicated by manufacturing and constructiod assembly companies,
reaching values between 80% and 90%.

In 2010, on the basis of the modified question he businesses
tendency survey in services, the questions addidesmanufacturing and
construction entities were also clarified. Howewethese cases, clarification
of answers did not affect the results.

Figure 2 presents the answers to the question a&lapacity utilization
for three types of activities — manufacturing, damstion and services, before
and after rephrasing of the question.
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Figure 2. Capacity utilization in manufacturingnstruction and services.

Changes also come out when analyzing data forrdiftetypes of
service activities covered by the survey. Figuigésents, for instance, the
results for the following sections: transportatiand storage (section H),
accommodation and food service activities (sectipninformation and
communication (section J), human health and sewik activities (section

Q).
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The change in the phrasing of the question hagdrafiant impact on
the obtained results. As long as the question ditl explain how the
respondents conducting service activities were asgg to understand the
term of the capacity utilization, associated fosall with manufacturing, the
relevant indicators, both at the total and sediwels, achieved low values.
After the question had been clarified, the respatslstarted to take into
account, among others, ‘employees, means of transpguipment, space
etc.’, and the values of the indicators for servigecreased to the level
comparable with manufacturing and construction.

Although more explanations were added to the gomstirespondents
were not daunted by its length. Correcting the iloesvording gave more
reliable outcome that was consistent with the amioh of Kalton and
Schuman (1982) that ‘difficulties from long questsoprobably derive from
their complexity rather than their lengtlr sé.

5. Questions about competition/competitive position

Competitiveness is one of the significant challengé the contemporary
economy, both at the national and internationaklevThe competitive

position of a firm depends on internal as well asous other factors resulting
from its legal and economic environment. For teeson, different aspects of
competitiveness of firms themselves or of econoroas be measured by
means of indicators processed on the basis ofadblaiktatistical data.

Under the Joint Harmonised EU Programme of Business and
Consumers Surveysonducted by the European Commission three new
questions were added to the quarterly survey of ufaaturing firms.
Specifically, these are the questions concerninmgpetitive position on the
domestic market, the European Union market and etarkutside the
European Union.

The questions were also introduced in 2002 to thetgrly business
tendency surveys in manufacturing conducted by GS@ecision was made
to ask the respondents the following questions:

1. How has your company's competition changed erdtmestic market in
the last three months: increased, remained unchdngeteriorated.

2. How has your company's competition changed ogigo markets inside
the EU in the last three months: increased, renwingnchanged,
deteriorated.

3. How has your company's competition changed deitie EU in the last
three months: increased, remained unchanged, aetded.
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The obtained results indicated that the respongenfserly interpreted
the questions about the encountered competitiaticating high level of
competition, in particular, on the domestic marlkédwever, during further
works on harmonization of the questionnaire it desided that the questions
should be rephrased just as in the European quesire in order to ensure
the international consistency and comparabilitthefsurvey data. As a result,
additional questions related to the competitivatposof companies on three
specified markets were introduced to the questioeriar 2003. At the same
time, it has been decided not to ask previous gurestabout competition so
as not to excessively burden the respondents witegpns of similar nature.

New questions have been formulated as follows:

1. How has your company’s position in comparisoedmpetitors changed
on the domestic market: increased, remained uncbdngdeteriorated

2. How has your company’s position in comparisoedmpetitors changed
on foreign markets inside the EU: increased, remdinunchanged,
deteriorated

3. How has your company’s position in comparisogdmpetitors changed
outside the EU: increased, remained unchangedyidet¢ed

Just as expected, the change in the phrasing stiqoe significantly
affected the obtained answers. Specifically, siB683 the balances, as
compared to the figures of 2002, decreased fromvéhee of +30 to +50
points to the level of -10 to +10 pts. The questiasked in 2002 and later
changed are logically related. In reply to the goesabout a change of
competition on three specified markets, asked i622Ghe respondents
indicated that competition on the particular typesiarkets was significantly
increasing (this means problems with entering tlaeket by enterprises and
difficulties in their later activities there) - thmlances calculated for 2002
were at a high positive level. Since 2003, aftex thtroduction of the
questions about the competitive position of a firthe balances have
significantly decreased (to ca. O pts). That meéhasentrepreneurs assessed
their competitive position substantially did notadge much (taking into
account the high level of competition reported 002).
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In order to compare survey data with quantitathatistics, we present
below several charts illustrating respondents’ impis on their competitive
position on the EU market together with data onogtgoto the EU market, in
years 2009-2014. We selected the types of manuiagtactivities in which

the share of exports is significantly higher, i.e.:

* manufacture of motor vehicles, trailers and semildrs;

* manufacture of food products, beverages, tobacndugts;

* manufacture of rubber and plastic products;

» manufacture of fabricated metal products, exceptfachinery and

equipment;
« manufacture of electrical equipment; and
« manufacture of furniture.

For these industries one can note a relationshipvdem the
respondents’ feelings with regard to their competposition and the size of
exports (of each industry). Specifically, in theipd of 2009-2010, in some
divisions, the competitive position of firms impexVin line with a rise in
exports, and then, in 2012-2014, deterioratiomefdompetitive position was

accompanied by a decline in exports.
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Figure 6. Manufacture of motor vehicles, trailersd ssemi-trailers — the
balance of competitive position on the EU marked amports to the EU
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Figure 7. Manufacture of food products, beveragestabacco products —
the balance of competitive position on the EU miagkal exports to the EU
market in million zlotys (current prices).
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competitive position on the EU market and expootdhte EU market in
million zlotys (current prices).
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Figure 9. Manufacture of metal products — the badaof competitive position
on the EU market and exports to the EU market ilianizlotys (current
prices).
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Figure 11. Manufacture of furniture — the balanteampetitive position on
the EU market and exports to the EU market in amlkzlotys (current prices).

The possibility of a significant influence of mamngl changes to
a gquestion on the response was indicatedr alia, by Kalton and Schuman
(1982). According to them, there is a chance thailight change in
formulating survey questions may not seem signitita respondents, and be
disregarded by them, when the words used beforaféacdthe rephrasing are
very similar.

At the beginning of 2003, in the first period ofings by CSO the
questions in the present version, there was athigkthe respondents, after
answering an apparently similar question in 2002y mot notice the new
phrasing, which would negatively affect the quatitghe response. However,
our results show that, in this case, the resposdmmefully read and correctly
understood both the previous questions about cotigpeon the markets as
well as the subsequent questions about their cotwpgbosition.

6. Shortage of (skilled) labor

Human capital is one of the significant factors bafsiness activity that
influences its performance indicators, as well asong others, its
competitiveness and innovativeness. It can be eefias professional
knowledge, experience and skills accumulated byl@yeps. The investment
in the personnel to increase their effectiveness efficiency involves not
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only providing them with necessary equipment tdqrer the work, but also
employing qualified staff and training employees.

Business tendency surveys contain, among othermsstigns about
factors limiting economic activity, which providenformation about
difficulties encountered by firms when running asimess. This type of
questions have been introduced to all businessteydsurveys conducted
by CSO: quarterly survey of manufacturing and mintburveys of
construction, trade and services. Since the earyg of the former (in 1992)
the questionnaire has contained the list of linoted which respondents can
choose from, including the ‘shortage sKilled labor’ (italics added by the
authors). In 2003, as a result of adjustment obtlness tendency surveys
to theJoint Harmonised EU Programme of Business and Qoessi Surveys
several new factors restricting business activiigluding the barrier of
‘shortage of labor’, were added to the old onesvds decided to keep the
previous option in the questionnaire due to, amotitgers, the need of
continuation of the ten-year time series and tlesymption that, in spite of
similar notion, the response may not be identical.

An analysis of the obtained answers confirmed tHaspite of some
similarities, the respondents, while filling in 8ay questionnaires, clearly
distinguish between ‘shortage of labor’ and ‘shgetaf skilled labor’. Figure
12 presents the results. According to the respdsdtre ‘shortage of skilled
labor’ is, for them, a significantly more seriousolplem than the general
‘shortage of labor’. An increase in the percentagdirms indicating the
shortage of skilled labor can be noted after tliession of Poland to the EU
in 2004, and in the expansion period of 2006-2008) a subsequent rapid
decrease during the global financial and economigiscof 2007-2009.
Recently, the respondents have reported this limitaagain, and the
percentage of the firms reporting ‘shortage oflsllilabor’ has been greater
than those reporting ‘shortage of labor. When carmmg both with
quantitative data on average employment in (totehufacturing, a strong
correlation is noticed.

Figure 13 shows the percentage of the respondemsrting the
shortages of labor and skilled labor, and uncesaiof economic
environment, together with the manufacturing cosfice indicator. By
thorough inspection of the graph one can concludegative correlation
between the percentage of the firms reporting tlwetage of skilled labor
and the confidence indicator. A weaker correlattam be noted for the
percentage of the surveyed firms reporting thetalgerof labor (which is less
volatile).
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Figure 12. Factors limiting business activity (sey\data, in %) and average
paid employment in manufacturing (in thousands).
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Figure 13. Factors limiting business activity inmagacturing (in %) and the
general business climate indicator in manufactufggvey data).

The difference between the percentages of the nelgods reporting the
two barriers can also be seen at the level of taruiacturing sections. For
instance, taking into consideration two manufaomiigections classified as
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Knowledge Intensive Activities, i.e. manufacture lEsic pharmaceutical
products and pharmaceutical preparations, and raetuné of computer,
electronic and optical products, it comes out Hyastudying the response on
the shortage of labor a researcher could be misidte case of manufacture
of basic pharmaceutical products and pharmaceutieglarations, over the
past six years the respondents did not report aollgms related to the
shortage of labor, whereas in the case of skibddi such a deficiency has
been reported, though with diminishing intensityg($igure 14). In the case
of manufacture of computer, electronic and optigadducts, the similar
difference can be noted. In both cases, duringtises of 2007-2009, in spite

of the fact that labor demand significantly deceehsskilled labor was
undersupplied.
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Figure 14. Manufacture of pharmaceutical productdaetors limiting
business activity (survey data, in %) and averagel gmployment (in
thousands).

To summarize we found that, although both indicatoave similar
tendencies, the respondents distinguish between &mel more often report
the shortage of skilled labor as being more troadoiee. When designing the
questionnaire, it is therefore crucially importdaatbe precise as much as

possible as even slight differences in the worddhgjuestions may bias
survey results.
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Figure 15. Manufacture of computer, electronic aptical products — factors
limiting business activity (survey data, in %) aaderage paid employment
(in thousands).

7. Summary

The above paper presents several case studiesnghbaw rephrasing of
a business tendency survey questionnaire affeeteponse.

In the first case, concerning capacity utilizatiéenjure to adjust the
question to the specific nature of business amwitesulted in obtaining
incorrect results. The clarification of the questiad a positive impact on its
understanding by the respondents and resulted e adequate answers. At
this point of the study there were no actions takenincrease the
comparability of the data before and after the jaesvas rephrased.

In the second case, a slight change in the questiwding, however
significant for the substance of its content, hasrbcorrectly understood by
the respondents who adjusted their answers toubstign.

The last example provokes a reflection on the l@fetietail which
questions should have in order to, on the one haotdfpcus on excessively
detailed issues, and on the other — capture thegohena essential for the
data users.

It is worth noting that, due to the observed sensitof response to
phrasing of survey questions, it is important tewer — as far as possible —
their stability, and to carefully consider any cparo be introduced as they
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may affect results of the survey and, thereforad I structural breaks in
time series.
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