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Preliminary Remarks 

This paper covers the essential aspects of compiling the Index of Industrial Production (IIP). 

The main focus lies on the discussion of practical elements, with special regard to the sectors 

in which productivity is relevant for describing the business cycle. The paper is accompanied 

by a PowerPoint file referring to all details of this paper. 

The fundamentals are the “International Recommendations for the Index of Industrial 

Production 2010” of the United Nations Department of Economic and Social Affairs Statistics 

Division (Statistical papers Series F No. 107), where all aspects of the IIP are extensively 

described and where a lot of examples can be found. 

For the calculation of the IIP, appropriate branch- and product classifications are necessary. 

According to the UN recommendations, the following presentation uses ISIC Rev. 4 as 

branch- and CPC Ver. 2 as product classifications. 

 

1. National Accounts 

Let us first have a look at the National Accounts (NA). The National Accounts is the main tool 

for assessing the economic situation of an economy. National Accounts are an indispensable 

set of tools for economic monitoring. They provide a comprehensive quantitative picture of 

economic development. National Accounts consist of domestic product calculation, input-

output accounts, national wealth accounts, employment accounts, labour volume accounts, 

and financial accounts. 

National Accounts are the basis for the Gross Domestic Product (GDP) which is 

internationally used as a central aggregate to measure economic performance. The GDP has 

proven useful especially for short-term economic analyses. The rate of change of the real 
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GDP is what is generally referred to as economic growth. The GDP provides the most 

important signal parameter to assess the current short-term economic situation. 

 

 

Source: Federal Statistical Office Germany 

 

2. Industrial Production Index 

The most important sector of NA is the manufacturing industry. The Industrial Production 

Index (IIP) is used to describe the development of this sector and should represent the value 

added in real terms (GDP in National Accounts). With the rates of change of the IIP, it is 

possible to estimate the GDP at the current business cycle. Therefore, the aim of the IIP is to 

measure the real value added (by eliminating the inflationary price changes). In Germany, 

GERMANY 
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the value added is calculated with the annual Cost Structure Survey. This data source 

provides results approximately two years after the end of a reporting year – at the moment 

we obtained the data for 2011. From 2012 onwards, there is no information on value added 

available. 

Here, the IIP is used as an estimator. It is assumed that there exists a constant relation 

between the value added and the gross production value of a branch – at least on the short-

term. In this case, it is possible to use information from a monthly production survey for 

updating the value added up to the current edge.  

National Accounts only provide data for the industry as a whole. The IIP is much more 

detailed – thus precise information about the current economic situation of branches results 

from IIP. 

 

 

Analysing the current business cycle meanwhile is the most important task of the IIP. 
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3. IIP – from Output to Input… 

Let us consider a simple number 

86.5 

At first, we notice the absence of any dimension (e.g. tons, square meters, pieces as physical 

measurement units, or Euro, Ruble, Dollar as value-based measurement unit, or a 

combination of both such as Euro/ton, Ruble/piece etc.) This means that the number above 

is dimensionless. Secondly, we observe the absence of any chronological assignment – is it a 

monthly-related number or a quarterly result? In our practical example, it is a monthly 

result, namely for December 2013. 

To further assess this data, we need to know the corresponding reference value; in index 

calculation this is normally the monthly average of this variable in the base year, e.g. 

2010=100. Now we know that the sample number shows that the result for this special 

month is 13.5 % below the level of the base year 2010. 

Finally, it is important to know what the analysed number should represent. In our example, 

it is the IIP for the branch 2812 manufacture of fluid power equipment (according to the 

categories of ISIC Rev. 4). 
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Now, a first diagnosis of the current economic situation for this branch is possible – in the 

reporting month of December 2013 the production of the class 2812 was 13.5 % below the 

average of the year 2010. 

This seems to be not so positive – but we are interested in knowing whether the trend of 

this branch goes up or down – the fundamental question of business cycle statistics. For this 

purpose, we need two more comparable figures: the results for this branch in December 

2012 (for the year-to-year comparison) and in November 2013 (for the month-to-month 

comparison). 

 
Production Index 2010=100    

ISIC Rev. 4 - 2812 Manufacture of fluid power equipment  

Reporting period Index (original) Change to previous 
year 

Change to previous 
month 

December 2013 86.5 -0.3% -26.8% 

November 2013 118.1   

December 2012 86.8   

 
However, these comparisons make little sense, either. On the one hand, the months differ 

with regard to the number of working days and on the other hand, December and November 

are influenced by different seasonal effects. 

Here, we see the different number of working days: 

 

Reporting period 
Working 

days 
Change to 

previous year 

Change to 
previous 
month 

Change to the average 
1991-2013 

December 2013 18.0 5.9% -11.3% -6.7% 

Average 
December  
1991-2013 

19.3    

November 2013 20.3   -1.9% 

Average 
November  
1991-2013 

20.7    

December 2012 17.0   -11.9% 
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The so-called “working-day adjustment” is usually applied together with the seasonal 

adjustment. It is a simple principle – if the reporting month has more working days than the 

long-term average, then the original index will be reduced; fewer working days lead to an 

increase of the original index. The original indices are converted to a special norm, e.g. the 

working days in the corresponding month of the base year or a long-term average (1991 to 

2013 in our example). The working-day adjustment only makes sense if there is a close 

relation between the production process and the monthly working-days. This is not always 

the case, e.g. in special industries as production of cement or glass we observe continuous 

production.  

After the working-day adjustment, the results can be used for the year-to-year comparison. 

We can now observe whether the IIP for the reporting month is above or below the last year 

level. 

 
Production Index 2010=100    

ISIC Rev. 4 - 2812  Manufacture of fluid power equipment  

Reporting period 

Index 
(working-

day-
adjusted) 

Change to 
previous year 

Change to 
previous 
month 

Adjustment effect 

Dezember 2013 89.1 -2.7% -26.7% 3.0% 

November 2013 121.5   2.9% 

Dezember 2012 91.6   5.5% 

 
Yet, we still do not know whether the current trend shows upward or downward tendencies. 

For the month-to-month comparison, we need a further data adjustment – the seasonal 

effects must to be removed from the series. Several methods may be applied; in Germany, 

we use Census X 12-ARIMA. Census X 12-ARIMA is an internationally wide-spread method 

which is applied in Germany as well as in several European countries and is accepted by 

Eurostat. 

Finally, we obtain the table with comparable results and change rates that make economic 

sense: 
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Production Index 2010=100    

ISIC Rev. 4 - 2812  Manufacture of fluid power equipment  

Reporting period 

Index  
(working-day- 
and seasonally 

adjusted) 

Change to 
previous 

year 

Change to 
previous 
month 

Adjustment effect 

Dezember 2013 107.3 -2.5% -11.1% 24.0% 

November 2013 120.7   2.2% 

Dezember 2012 110.1   26.8% 

 
In December, we find enormous seasonal effects; the original data are increased by 

approximately 25 %. 

To compare the original data of the IIP, the working-day and seasonal influences must be 

eliminated. But how can these original data be calculated? The following section will focus 

on the calculation of the original data. 

 

4. IIP – The Calculation of Original Indices 

Before we deal with the calculation methods, we should have a look at the required 

classifications. 

 

4.1. Branch- and Product Classifications 

For the analysis of the economic development of a branch, we can use different economic 

variables, such as employment, new orders or turnover data. For the IIP, we use – as the 

name expresses it – the production. Which products can be used to describe a branch?  This 

can be found e.g. in the (international) product classification CPC Ver. 2.  



8 

 

 

 
In correspondence tables we can see which products of CPC are assigned to the branches of 

ISIC Rev. 4. In our special case 2812, we find the following groups of products (online via 

https://unstats.un.org/unsd/cr/registry/regso.asp?Ci=67 ): 

 

 

 
We see that production data for the subclasses 43211, 43219, 43251 and 88762, the lowest 

stage of CPC, are needed. By clicking on the individual subclasses, we get the detailed 

description of the products.  

https://unstats.un.org/unsd/cr/registry/regso.asp?Ci=67
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If we look at the European classifications, we find that the branch classification NACE Rev. 2 

is almost identical with ISIC Rev. 4; only in a few cases some 4-digit branches of NACE are 

combined under one 4-digit ISIC-branch. The German branch classification WZ 2008 is fully 

identical with NACE Rev. 2 at the 4-digit-level. 
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The corresponding product classification to CPC is – at the European level – the CPA 2008 
(Statistical Classification of Products by Activity). 
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28.12 CPA class, categories and subcategories  

 

 
While CPC describes the branch 2812 with four types of products, CPA provides eight kinds 

of products for characterizing the branch.  

Much more detailed information can be obtained by using the European product 

classification PRODCOM. The term comes from the French "PRODuction COMmunautaire" 

(Community Production) for mining, quarrying and manufacturing: sections B and C of the 

Statistical Classification of Economy Activity in the European Union (NACE 2). Here we find 

that 14 different product series (6-digit items) are assigned to the branch 2812. 

It is recommended to choose product series at a rather disaggregated level to avoid 

Paasche-effects in the index calculation (see section “the second stage of index calculation”). 
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4.2. Production Data as Source of the IIP-Calculation 

Which unit should we use for measuring the production? First, the IIP-Manual of the UNSD 

gives us hints for the appropriate units. In the mentioned branch 2812, the use of output 

values is recommended; the product quality is important and therefore pure quantity units 

(pieces or tons etc.) are not adequate. 

 

 

 
Second, we have to decide whether all product series related to a branch should be taken 

into account or only a selection of products. In many countries detailed production statistics 

only exist on a yearly basis (in the EU obligatory for the PRODCOM-Statistics)  

If products are used for updating the IIP, it is normally a selection of representative 

products. This basket of products must be analysed from time to time to detect whether it is 

still representative for the economic situation of the special branch. Due to technical 

progresses products disappear from the market and new products become relevant, e.g. the 

difference between a modern LCD or LED-TV and a conventional CRT-TV is substantial.  

In Germany, we have a monthly survey (for the units with 50 employees onwards) of the 

total production (according to the 8-digit product classification). In this case, the basket of 

products is always complete; new products can in each case be reported under the term 

“other products in this product group n.e.c. (=not elsewhere classified)”. If the product 

classification is revised from time to time, it is possible to create new statistical reporting 

items, perhaps even a new branch is needed to indicate changing economic circumstances.  

If production values are applied for updating series, appropriate producer’s prices must be 

available. In Germany, those price indices exist for nearly all industrial products. The price 

indices should only measure the inflationary price movement - that means, changes in 

product quality over time have to be removed. This is a very difficult problem for the 
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“designers” of the producer’s price indices and it is worth to be discussed in a separate 

workshop. 

 

4.3. The First Stage of the Index Calculation – Value Indices for Products 

Comparing the production values of the current month (reporting month t) of the particular 

products with their (monthly) average values in the base year (0) will lead to the value 

indices. 

Value Index   
∑      

∑      
     

 
The prices included in the value indices are the current prices of the sold production; the 

producer’s price indices (PPI) on the other hand only contain the price movements caused by 

the pure inflation. 

We know two types of price indices: 

Price Index (Laspeyres) LaPI   
∑      

∑      
       (quality changes taken into account) 

Price Index (Paasche) PaPI   
∑      

∑      
       (quality changes taken into account) 

 
For the designer of the price indices it is difficult to calculate Paasche indices because they 

provide no information about the current weighting structure. Therefore, only Laspeyres 

price indices are available for deflation, with the following consequence: 

Value Index/Price Index (Laspeyres)   Volume Index (Paasche) 

∑      

∑      
 / 

∑      

∑      
           

∑    
   

∑    
   

     

 
The producer’s price indices are of the type Laspeyres – for this reason the results of 

deflating the value indices are volume indices of type Paasche. 

Only by using a Paasche price index we get an appropriate Laspeyres volume index: 

Value Index/Price Index (Paasche)   Volume Index (Laspeyres) 

∑      

∑      
 / 

∑      

∑      
           

∑    
   

∑    
   

     

 
Yet, for a short-term the price movements signalled by the Laspeyres price indices are 

sufficient for using them as deflators for the production values.  

Therefore, we need production values and the matching producer’s price indices. 
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The production values can be of two different types: 

a) Production intended for sale 

b) Value of output sold (sold production) 

Version a) meets most closely the aim of measuring the production as soon as possible, 

immediately when the production process is finished. Those parts of the production which 

cannot be sold yet go on stock. On the other hand, this way of measuring the production is 

rather difficult because the value of the production must be known before the sale takes 

place. Therefore – as far as I know – this way of production measurement is only applied in 

Germany. The advantage of this method is a possible positive time-lag to the turnover 

statistics.   

Measuring the value of output sold (sold production) is much easier because here invoice 

amounts can be used (as they are contained in the turnover statistics).  

 

4.4. The Second Stage of the Index calculation – IIP for Branches 

We assume for simplicity that we have calculated volume indices for all n products assigned 

to a branch (  
  , i= ,…,n).Also available are the production values in the base year for each 

product (  
  , i= ,…,n). We can thereby calculate the share of the value of each product in 

relation to the value of all products relating to the particular branch (     
  ∑   

  
 ). 

These    are the individual weights (product weights) for aggregating the individual volume 

indices to the branch index k (k= ,…,m). 

  
    ∑       

 

 

   

 

 

That means that the individual branch is exclusively described by the development of the 

gross production. 

As explained in the previous section, the volume indices for the several product series are of 

the type Paasche. But the more disaggregated the updating series for a branch is, the more 

the Laspeyres-effect (price relations of the base period) will influence the branch index. 
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4.5. The Third Stage of the Index Calculation – IIP for the Whole Industry 

Finally, the several branch indices have to be concentrated to higher aggregates of the 

branch classification – up to the index for the total manufacturing industry. As a rule, the 

contribution of the individual branch to the total result should correspond with its own 

economic contribution to the whole value added of the manufacturing industry. The own 

economic performance of the branch is represented by the gross value-added at factor cost 

(the information needed can normally be derived from the results of cost structure surveys).  

 

Value added at factor cost can be calculated from the sum of: 

i) turnover  

ii) capitalised production 

iii) other operating income,  

minus the sum of: 

i) purchases of goods and services  

ii) other taxes on products which are linked to turnover but not deductable  

iii) duties and taxes linked to production, plus or minus changes in stocks. 

 

The value-added shares are the so-called branch weights 

       
  ∑   

 

 

   

 

 

With these value-added weights     the individual branch indices   
  are aggregated 

       ∑   

 

   

    
  

 

4.6. Chain Linking and New Products 

The traditional principle of IIP is the calculation following the Laspeyres concept. That means 

that the structure of a selected base year is kept unchanged for a longer period, for the 

updating elements    as well as for the branch weights    . The less dynamically the 

national economy develops, the longer it is justified to maintain these structures. The 
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international rule is the update of the weights every five years (in the years ending with 0 or 

5). 

To cope with more dynamic structures, the weights can be updated annually. In this way, it 

is possible to change the representative basket of goods from year to year. 

This leads to the method of the “chain-linked” Laspeyres-Index, where the individual rates of 

change (each related to individually updated base periods)  
∑      

∑      
 ,  

∑      

∑      
   ,…,    

∑        

∑          
 

are strung together. 

 

 

 
The advantage of this method is that in each new base year the basket of products can be 

updated for the structure as well as for the composition. Hence, it is rather easy to extend 

the list of selected products to new products and to eliminate meanwhile unimportant 

products. 

Our own experiences in Germany lead to the result that an annual updating of weights 

should be carried out from the lowest level (product weights) onwards and not only for the 

(value-added based) branch weights (as it is normally suggested in index manuals). 

 

4.7. Laspeyres, Paasche and Fisher – How Do These Indices Fit Together? 

We need price- and volume-indices of the type Laspeyres as well as from the type Paasche  

LaPI = 
∑      

∑      
         LaQI = 

∑      

∑      
         PaPI = 

∑      

∑      
         PaQI = 

∑      

∑      
 

The geometric average of Laspeyres- and Paasche-Index is called Fisher-Index (after Irving 

Fisher). 

Index 

Rate of 

change to 

previous 

year

Index 

Rate of 

change to 

previous 

year

Index 

Rate of 

change to 

previous 

year

Index 

Rate of 

change to 

previous 

year

Index 

Rate of 

change to 

previous 

year

Index 

Rate of 

change to 

previous 

year

Index 

Rate of 

change to 

previous 

year

2000 100.0 100.0

2001 102.5 2.5% 100.0 102.5 2.5%

2002 103.4 3.4% 100.0 106.0 3.4%

2003 104.0 4.0% 100.0 110.2 4.0%

2004 100.7 0.7% 100.0 111.0 0.7%

2005 98.1 -1.9% 100.0 108.9 -1.9%

2006 103.0 3.0% 112.2 3.0%

Period

Individual Laspeyres-Indices (Example)
Chained

Laspeyres-Index

2000 2001 2002 2003 2004 2005
Referenzjahr

2005=100
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FPI = √            
 

  √
∑      

∑      

∑      

∑      

 
 

FQI = √               √
∑      

∑      

∑      

∑      

 
 

 
If the price change is measured by a Fisher-Price-Index and the quantity growth by a Fisher-

Quantity-Index, the change measured by a value-index 
∑      

∑      
can be split into a price 

component and a quantity component.  

 

The total growth (1+ ) can be split into a price-related change (1+    and a quantity-related 

change (1+    

∑      

∑      
 = (1+ ) = (1+   (1+   

∑      

∑      
 = (1+ ) = (1+   (1+   = √

∑      

∑      

∑      

∑      

 
 √

∑      

∑      

∑      

∑      

 
 

 
Since Paasche-indices are normally not available, Fisher-indices do not play a significant role. 

In addition, it is not easy to economically interpret and understand the price or quantity 

movements described by the Fisher-method.  

 

Special recommendation referring to this topic:  

Chain Fisher Volume Index Methodology, by Michel Chevalier from Statistics Canada 

http://www.statcan.gc.ca/pub/13-604-m/13-604-m2003042-eng.pdf 

Including the amusing example of the wine-and-cheese-economy 
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5. Special Case – Updating the IIP with Hours Worked 

In some branches, it is rather difficult to measure the monthly production by using pieces or 

tons or production values. These are mainly those branches where the production process 

normally lasts more than one month (e.g. shipbuilding). In those cases, a period-adequate 

updating variable must be used which enables us to estimate the production progress in the 

respective month. The IIP-Manual suggests the survey of hours worked for these sectors. 

 

 

 

 
The relation “output per hour worked” is not constant over time; the influence of 

technological factors such as improved machinery equipment and optimized labour 

organization tend to increase this relation (technical influence). On the other hand, the state 

of the business cycle also determines the productivity – in the economic downswing e.g. the 

production processes will be decelerated (if possible) and the relation “output per hour 

worked” will decrease (economic influence). 

The productivity factor is defined as “deflated value-added per hour worked on a yearly 

basis”. Value-added – in Germany resulting from the cost structure survey – is at the 

moment only available for the year 2011. Hence, we need estimates as forecast values until 
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the current end of the series. To this end, we use the year-to-year changes of the (deflated) 

turnover. 

 

 
Deflation needs appropriate producer’s price indices. For the classes 3   , 3 2  and 3 3  

we cannot find any price indices – this is understandable because ships, rail vehicles and 

airplanes are individually designed and customized, so the calculation of a price index is 

quite impossible.  

The construction of a price index is the easier to design as products are more homogeneous 

and more comparable over time. A possible method could be the estimation of the price 

movement by employing information from the material input; but in this case, detailed 

information about product-based input-output-relation would be necessary. In Germany, we 

decided to use the producer’s price index for investment goods as deflator – a simple but 

sufficient method. 
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To compile the IIP, the indices of hours worked are multiplied with the annual productivity 

factor. The sub-annual movement of the series is determined by the hours worked, from 

year to year the productivity changes have an influence. 

Regarding the index construction, a long-term smoothing of the productivity factors can be 

quite appropriate; but this will cause – if new data from value added are taken into account 

– that revisions will occur not only for the period in which turnover is replaced by value 

added but in addition for periods lying far more in the past. 
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It is recommended to agree with National Accounts experts upon the productivity factor 

used at the current end of the series. 

 

6. Missing Values – Increasing the Quality of the Preliminary IIP 

Sometimes we have to face the problem that in the reporting month, for some updating 

series no data are available. Either the production was really zero or by the deadline of the 

report the information was not known. In the latter case, estimates have to be included in 

the index calculation. 

In Germany, we have the following practice: The reporting units send their questionnaires to 

the Statistical Office at fixed dates. If in one of the items in the questionnaire the value 

“zero” is found, it is assumed that no production existed with regard to this item. 

If the whole questionnaire is missing, the missing information is replaced by the report of 

the previous month. The (preliminary) IIP contains – to a certain degree – data from the 

previous month. As the main part of the updating series refer to production values, it is 

possible to calculate the share of these previous monthly results compared to the total 

production value used for the IIP-calculation. With these shares, we can improve the data 

quality of the preliminary IIP, as the following example shows. 

 

 

Total production 

value

Value taken over 

from previous 

month

Reported 

value in 

the 

reporting 

month

t 150 000 15 000 135 000

100% Δ= 10%  -Δ= 90%

IIP IIP IIP

t-1 103.4 103.4 103.4

t 123.0 1.190 103.4 1.000 X

t 125.2 1.211 125.2 1.211 125.2 1.211

adjusted

preliminary IIP X= (IndexTotal(t)-IndexTotal(t- )*Δ)/( -Δ)

X= 125.2

rate of change reported data= 1.211
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10% of the production values result from the previous month. The IIP of the previous month 

(103.4) is defined as completed (100 % incoming reports are assumed). The (preliminary) IIP 

for the reporting month is calculated as a start with 123.0 – the rate of change to the 

previous month (+19.0 %) is by 10 % caused by the IIP-level of the previous month (104.4) 

and by 90 % by the (unknown) level of the reported cases (X). The index for X can easily be 

calculated by applying the formula and thus the change rate of the reported cases can be 

estimated this way. This rate is applied to the (preliminary) IIP and increases the data quality 

at the current end (it is assumed that the rate of change of the reported cases is more or less 

valid for the missing results (= data from the previous month in the current index 

calculation)). In Germany, we have significantly improved the accuracy of the preliminary IIP 

by using this estimation method. 

 

7. Benchmarking 

Here, the question is raised whether the IIP should be adjusted to the level of GDP (for the 

manufacturing sector). Such a practice will cause a level-shift of the current IIP (see 

diagram). 

 

 

 
At the current end we must use the monthly rates of change of the (original) IIP for the 

updating of the adjusted IIP. 
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In Germany we do not apply this kind of adjustment. The status of the business cycle is the 

most interesting fact; here, the observed rates of change are independent from the level of 

the series. GDP is often revised over time and available comparatively late – adjusting the IIP 

would lead to several revisions of the index numbers in the past. 

 

8. Production Survey – Sample Survey or Total Survey with Cut-Off? 

If the population is too high to conduct a monthly production inquiry, a representative 

selection of reporting units has to be made. The statistical theory normally proposes a 

sample survey. However, a sample survey needs to include new reporting units from time to 

time and to release other units (rotation). This is correct from the theoretical point of view – 

however practical aspects should be taken into account, too. The (new) reporting unit needs 

several periods to convert the internal production data for the statistical requirements. As a 

result, less significant data will be observed at the beginning. At the time the unit is able to 

supply valid data, it will be rotated from the sample and for the next new unit similar 

problems will come up. 

For this reason, the monthly business cycle statistics in Germany are conducted with a fixed 

threshold; only those companies with 50 employees or more are obliged to deliver monthly 

data such as production, employment, hours worked, turnover and new orders. This leads to 

a rather stable situation regarding the reporting units and therefore valid comparisons are 

possible also for longer terms.  
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Appendix – Guidelines for the IIP methods  

(UN Department of Economic and Social Affairs Statistics Division)  
International Recommendations for the Index of Industrial Production 2010  
 
 
Scope, frequency, sources and methods of the IIP 
 
Scope of industrial production indices 
The Index of Industrial Production to be compiled for activities in ISIC Rev. 4 Sections B, C, D 
and E, i.e. Mining and quarrying; Manufacturing; Electricity, gas steam and air-conditioning 
supply; as well as Water supply, sewerage, waste management and remediation activities.  
 
Compilation frequency 
It is recommended that the IIP be compiled monthly, so that turning points in economic 
development can be identified at the earliest possible point in time.  
 
 
Sources and methods 
 
Method to compile volume measures for the IIP 
In general, the deflation process with the use of an appropriate price index is recommended.  
 
Deflator to be used to compile volume measures from value data 
The Producer Price Index (PPI) is recommended as the price index to be used by countries 
when current price values are deflated to compile volume measures of output for the IIP.  
 
Level at which to apply deflator 
It is recommended that the deflator be applied to the value data at the lowest level possible, 
but not higher than the ISIC class (4-digit) level in order to obtain a volume estimate for use 
in the compilation of the IIP. The detailed PPI used for deflation should be defined as closely 
as possible (in terms of scope, valuation and timing) to the respective product groups for 
which it is being used as a deflator 
 
Variables to be used to approximate industrial production for the IIP 
In general, measures of output (value of output, physical quantity of output) are 
preferred over input (labor and materials consumed) measures. (See para. 4.54) 
Index compilation 
 
Type of index formula to be used 
The Laspeyres-type index formula is recommended to compile the IIP 
 
Missing data 
Missing data are to be estimated using imputation techniques or an administrative data 
replacement strategy so that the data matrix is complete.  
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Data adjustments – quality change 
Quality changes should be incorporated into the calculation of the IIP either via the use of 
the price index when deflation methods are employed, or by adjusting input data when 
volume extrapolation methods are used. 
 
Weighting variable – product and product group level of the index 
Value of output is recommended as the weight variable to compile the IIP at the product and 
product group levels of the index.  
 
Weighting variable – industry level of the index 
Gross value added at basic prices data is recommended as the weight variable to compile the 
IIP for the different levels of the ISIC structure.  
 
Frequency of weight update – product group level of the index 
Product group weights should be updated at least every 5 years.  
 
Frequency of weight update – industry level of the index 
Industry level weights of the IIP should be updated annually. 
 
Chain linking of the IIP on weight change 
The chain linking method should be used when weights are updated, i.e. the new series 
should be linked to the old series to produce a continuous series.  
 
Aggregation of the IIP 
Aggregation from basic data items (products or product groups) should be done directly to 
industries, without an intermediate step of calculating indexes for establishments. 
Aggregations to higher level industries should be done in steps, in the case of ISIC through 
each level of ISIC, using the existing ISIC structure, i.e. index numbers at the ISIC class (4-
digit) level should be aggregated first to the ISIC group (3-digit) level, then to the ISIC division 
(2-digit) level and finally section (1-digit) level. 
 
Data adjustments – seasonal adjustment 
Seasonal adjustment should be applied to the IIP data at the lowest level of aggregation for 
which reliable estimates can be obtained and in every period the IIP is calculated. 
 
Benchmarking of IIP data 
Benchmarking of the IIP should be considered to reconcile high-frequency with low-
frequency series, as well as other sources, like the annual national accounts. 
 
Quality review 
A quality review of the IIP should be undertaken every four or five years, or more frequently 
if significant new data sources become available. 
 


