EXPENDITURE

Investment, or to be more precise, gross fixed capital
formation is an essential variable in economic analy-
ses, such as analyses of demand and productivity.

Definition

Gross fixed capital formation (GFCF) is defined in
the national accounts as acquisition less dispos-
als of produced fixed assets, i.e. assets intended
for use in the production of other goods and ser-
vices for a period of more than a year.

Acquisition includes both purchases of assets
(new or second-hand) and the construction of
assets by producers for their own use.

The term produced assets signifies that only those
assets produced as a result of a production pro-
cess recognised in the national accounts are
included. The national accounts also record
transactions in non-produced assets such as
land, oil and mineral reserves for example;
which are recorded as non-produced assets in
the balance sheet accounts and not as GFCF.

Acquisition prices of capital goods include trans-
port and installation charges, as well as all spe-
cific taxes associated with purchase.

GFCF can be broken down into particular asset groups.
Table 12.2 contains 6 groups: Dwellings (excluding
land); Other buildings and structures (roads, bridges,
airfields, dams, etc.); Transport equipment (ships, rail-
way, aircraft, etc.); Other machinery and equipment
(office machinery and hardware, etc.); Cultivated
assets (managed forests, livestock raised for milk pro-
duction etc) and intellectual property type fixed
assets (mineral exploration, software and databases,
and literary and artistic originals, etc.).

An additional important grouping of Information and
Communication Technology (ICT) products is shown
in Figure 12.2. ICT has three components: information
technology equipment (computers and related hard-
ware), communications equipment and software. It's
important to note that ICT embodied in non ICT
assets is not included in this concept.

GFCF can also be broken down into institutional sec-
tors. For government this typically means investment
in transport infrastructure and public buildings such
as schools and hospitals.

For households, GFCF generally equates to dwellings,
although investments made by unincorporated enter-
prises in other products do occur.

Comparability

When the System of National Accounts was revised
in 1993, the scope of GFCF was widened to include
mineral exploration, computer software and enter-
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tainment, literary and artistic originals. Comparability
of these items has improved in recent years but the
scope with which the various items are covered is
smaller in some countries, particularly in the case of
own-account production of software.
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In making comparisons of GFCF by institutional sector,
attention should be given to the mechanisms com-
monly used to “acquire” assets. For example a unit may
prefer to rent an asset, which will not count as GFCF of
the lessee. If however the agreement between the
lessee and the lessor resembles a finance lease, the SNA
treats the lessee as having acquired the asset. On a
larger scale many governments are increasingly turning
to private finance initiatives to create public infrastruc-
ture. Determining who the owner of these schemes is in
an SNA sense is non-trivial and may cause problems for
temporal and international comparability.

The scope of assets has been widened in the 2008 SNA
to include Research and Experimental Development
and military weapons systems (see Annex for further
information) but the figures contained here do not
reflect these additions.

Note on Table 12.2: "Dwellings" includes "Other build-
ings and structure" for Norway. Cultivated assets are
not capitalised for Canada and USA. "Cultivated
assets" is included in "Other machinery and equip-
ment" for United Kingdom.

Source

¢ OECD (2009), National Accounts of OECD Countries 2009,
Volume I, Main Aggregates, OECD Publishing,
http://dx.doi.org/10.1787/na_vol_1-2009-en-fr.

Online databases

e OECD (2009), “Aggregate national accounts: gross
domestic product”, OECD National Accounts Statistics
(database),
http://dx.doi.org/10.1787/data-00001-en.

e OECD (2009), “Detailed national accounts: simplified
non-financial accounts”, OECD National Accounts
Statistics (database),
http://dx.doi.org/10.1787/data-00010-en.

Further reading

¢ OECD (2010), Handbook on Deriving Capital Measures of
Intellectual Property Products, OECD, Paris.

e Lequiller F, N. Ahmad, S. Varjonen, W. Cave and
K.-H. Ahn (2003), Report of the OECD Task Force on Soft-
ware Measurement in the National Accounts, OECD
Publishing,
http://dx.doi.org/10.1787/334811030426.

e Ahmad N. (2003), Measuring Investment in Software,
OECD Publishing,
http://dx.doi.org/10.1787/335303788330.
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Table 12.1. Gross fixed capital formation, volume
Annual growth rates in percentage

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Australia 23 77 9.7 45 8.3 -9.5 9.7 144 83 6.2 89 55 9.7 96e
Austria 0.1 47 -0.0 3.6 1.0 55 -7 -44 47 0.7 12 24 38 1.0
Belgium 34 15 /Al 36 42 45 0.2 2.2 -0.7 Al 6.9 47 6.2 52
Canada 21 44 15.2 24 73 47 4.0 16 6.2 78 9.2 71 39 09¢e
Czech Republic 19.8 9.9 -5.7 -0.9 -3.3 5.1 6.6 5.1 0.4 39 18 6.0 10.8 -15
Denmark 11.9 5.8 103 82 -0.1 76 -1.4 0.1 -0.2 39 47 13.6 3.1 5.1
Finland 133 6.4 13.7 11 27 6.0 43 -3.0 4.0 35 34 438 8.7 0.3
France 18 0.7 0.4 71 83 72 24 -7 22 3.6 44 42 6.6 0.6
Germany 0.2 -0.5 1.0 40 438 3.0 -3.7 6.1 -0.3 -0.3 09 78 5.0 31
Greece 41e 84¢e 6.8¢ 106¢e 11.0e 80¢e 48 95 1.8 14 -4.5 9.8 46 74
Hungary -43 38 6.5 115 6.0 (722 47 105 2.1 79 5.7 -3.6 16 04
Iceland -7 25.0 9.3 344 -4.1 1.8 -4.3 -14.0 11 2841 35.7 217 -12.8 218
Ireland 15.8 16.4 16.5 141 134 6.3 0.2 3.0 6.4 9.6 146 39 24 -15.5
Italy 6.9 23 16 42 39 6.3 2.7 3.7 -1.2 23 0.8 29 20 3.0
Japan 09 46 -0.3 <72 -0.8 12 -0.9 -4.9 -0.5 15 31 05 11 5.0e
Korea 13.1e 84¢e -2.3¢e -229¢ 83e 122¢e 03 71 44 21 1.9 34 42 -7
Luxembourg -15 49 104 6.1 220 -4.7 8.8 55 6.3 2.7 25 47 126 01
Mexico -29.0e 164¢e 21.0e 103e 77e 114e -56e -06e 04e 8.0 75 9.8 72 49¢e
Netherlands 5.9 85 85 6.8 8.7 0.6 0.2 -46 -1.6 -1.6 37 75 4.8 49
New Zealand 11 5.1 0.2 24 106 0.4 6.8 78 129 76 52 23 47e -5.2¢
Norway 39 102 158 137 -5.4 -3.5 -1 -1 0.2 102 133 1.7 8.4 39
Poland 16.6 19.7 218 14.0 6.6 28 97 6.3 -0.1 6.4 6.5 14.9 176 82
Portugal 6.6 5.6 143 17 6.2 35 1.0 35 74 0.2 -0.9 -0.7 3.1 07
Slovak Republic 0.6 3041 14.0 94 -15.7 -9.6 129 02 2.7 48 176 9.3 8.7 6.8
Spain 78 26 5.0 13 104 6.6 438 34 5.9 5.1 70 72 46 44
Sweden 10.0 47 -0.1 8.1 85 6.3 05 -18 14 5.7 89 9.1 75 2.7
Switzerland 438 -7 2] 64 15 42 -3.5 -0.5 -12 45 338 47 52 04
Turkey 91e 141e 148¢e -3.9 -16.2 175 -30.0 147 142 284 174 133 3.1 5.0
United Kingdom 29 5.4 6.8 13.7 3.0 27 26 3.7 11 49 23 6.0 6.8 31
United States 6.3 85 8.8 99 9.1 6.9 -1 -3.0 29 6.2 5.3 23 -1.4 -4.2
Euro area .. 18 2.8 6.0 6.1 438 0.6 -14 13 2.3 32 55 49 03
OECD-Total - 6.0e 5.6¢e 38e 54¢e 52¢e 07e -1.0e 22¢ 47 48 43 2.7 -18e

Statlink sw=r http://dx.doi.org/10.1787/740772513757

Figure 12.1. Gross fixed capital formation, volume
Annual growth rates in percentage, 2008
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Table 12.2. Gross fixed capital formation by asset
Percentage of total GFCF

Dwellings Other buildings and structures Transport equi Other machinery and equij Cultivated assets Intangible fixed assets
1997 2007 1997 2007 1997 2007 1997 2007 1997 2007 1997 2007
Australia 232 21.7 29.2 357 112 97 23.7 20.2 09 08 6.6 6.0
Austria 272 219 295 316 97 12.0 29.3 26.3 02 03 42 79
Belgium . . . . . . . . . . . .
Canada 25.0 314 320 336 104 78 26.2 199 . . 6.5 7.2
Czech Republic 11.0 15.2 424 35.1 7.4 15.4 36.3 292 038 05 24 46
Denmark 219 313 28.0 26 112 96 31.0 271 -0.0 0.0 8.0 93
Finland 243 283 30.2 36.5 79 6.4 30.9 20.0 03 0.2 6.5 8.7
France 307 321 283 309 74 79 256 204 05 03 7.7 85
Germany 353 291 26.0 217 85 135 256 296 0.0 0.0 46 6.1
Greece 384 356 297 183 10.1 15.0 205 265 02 02 35 45
Hungary 209 19.0 346 356 07 95 40.0 313 18 0.7 20 39
Iceland . . . . . . . . . . . .
Ireland 333 474 29.0 304 138 114 20.2 96 05 01 33 1.6
Italy 229 24.0 25.7 273 95 98 374 347 0.1 0.1 43 41
Japan 18.1 14.8 39.1 374 6.8 84 318 332 0.1 0.1 6.2 838
Korea 173 16.9 447 446 8.1 74 26.1 252 . . 36 6.2
Luxembourg 136 95 35.8 47.7 199 16.7 23.1 159 0.1 01 7.6 102
Mexico . 27.0 . 384 . 10.1 . 245 . 0.0 . .
Netherlands 265 321 243 25.9 9.0 84 306 239 14 04 85 93
New Zealand 2738 286 26.1 29.4 104 103 295 247 . . 6.3 74
Norway 62.2 68.7 . . 124 89 19.3 156 . . 31 34
Poland 108 141 426 424 93 106 339 29.0 05 02 28 38
Portugal 54.0 . . . 108 . 232 . 14 . 111 .
Slovak Republic 53 9.0 405 424 7.8 103 36.3 284 7.2 32 28 6.8
Spain 216 301 314 278 85 79 27 16.9 04 01 15.7 17.1
Sweden 9.1 176 289 247 75 92 4.4 324 06 03 125 157
Switzerland 205 214 18.3 146 7.2 65 49.1 499 02 0.2 47 7.8
Turkey . 458 . . . . . 542 . . . .
United Kingdom 173 225 299 371 9.1 6.2 372 2738 . . 65 65
United States 2238 237 25.7 30.7 9.7 75 338 278 . . 8.1 103
Euro area
OECD-Total
Statlink sz=m http://dx.doi.org/10.1787/740803805630
Figure 12.2. Investment in information and communication technologies (ICT)
Percentage of total gross fixed capital formation
I Office machinery and hardware (2000) I Radio, TV and communication (2000) I Computer software (2000)
[ Office machinery and hardware (2007) [ Radio, TV and communication (2007) Computer software (2007)
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Table 12.3. Gross fixed capital formation by institutional sector
Percentage of total GFCF

Corporations General government H holds and non-profit i serving h I
1995 1999 2003 2007 1995 1999 2003 2007 1995 1999 2003 2007
Australia 53.3 494 474 . 103 9.8 8.8 36.4 40.8 439 .
Austria 63.3 69.3 725 723 128 74 53 47 239 234 222 23.0
Belgium 56.4 61.2 63.0 63.3 96 9.4 838 74 34.0 294 28.2 29.3
Canada 55.0 60.8 54.1 543 15.0 1.8 126 132 30.1 274 333 326
Czech Republic 69.2 69.6 65.2 59.8 16.7 12.0 17.0 187 141 183 17.8 215
Denmark 68.1 64.4 66.9 62.5 96 8.4 82 79 223 272 248 29.6
Finland 59.3 55.8 54.2 57.0 16.2 145 16.0 124 246 296 29.8 30.7
France 50.7 53.7 53.0 525 176 156 16.3 152 317 30.7 30.7 322
Germany 50.6 54.3 56.5 59.1 10.0 88 8.7 75 39.4 37.0 347 333
Greece 34.1 149 51.0
Hungary 61.7 67.9 56.4 59.8 0.9 125 15.7 16.8 374 196 279 234
Iceland . . . . . .
Ireland . 36.6 36.6 . 16.6 155 . 46.9 479
Italy 55.8 56.9 57.5 57.3 108 121 121 11.0 334 31.0 304 317
Japan 56.2 61.1 69.4 23.1 18.8 133 20.7 20.2 17.2
Korea 61.6 66.6 195 17.0 189 16.4
Luxembourg
Mexico
Netherlands 54.7 55.1 474 46.3 152 132 18.2 16.7 30.1 317 344 37.0
New Zealand . . . . . . . . . . . .
Norway 62.0 63.8 57.3 62.5 16.0 155 172 132 220 20.7 2515 243
Poland 58.4 68.0 54.4 576 185 143 183 19.0 23.1 177 274 234
Portugal 52.2 56.5 59.7 65.0 16.8 151 136 106 31.0 284 26.7 245
Slovak Republic 76.9 73 67.3 724 95 9.9 104 72 136 188 223 204
Spain . . 55.4 56.2 . . 132 124 . 314 315
Sweden 66.4 7.6 68.6 67.9 245 181 18.1 16.3 9.1 103 134 158
Switzerland 59.6 63.9 63.7 68.4 132 1.7 120 88 272 244 244 228
Turkey . . . . " . . . . . .
United Kingdom 64.6 68.6 59.4 56.8 12.0 78 1.0 103 234 236 296 33.0
United States 53.2 53.9 46.8 519 132 124 137 13.0 336 33.8 395 35.1
Euro area
OECD-Total
Statlink sz= http://dx.doi.org/10.1787/740841702817
Figure 12.3. Gross fixed capital formation by sector
Percentage of total gross fixed capital formation, 2007
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