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 Private fixed investment (PFI) measures spending by private businesses, nonprofit 
institutions, and households on fixed assets in the U.S. economy. Fixed assets consist of 
structures, equipment, and software that are used in the production of goods and services. 
PFI encompasses the creation of new productive assets, the improvement of existing 
assets, and the replacement of worn out or obsolete assets. 
 
 The PFI estimates serve as an indicator of the willingness of private businesses 
and nonprofit institutions to expand their production capacity and as an indicator of the 
demand for housing. Thus, movements in PFI serve as a barometer of confidence in, and 
support for, future economic growth. 
 
 PFI also provides comprehensive information on the composition of business 
fixed investment. Thus, for example, it can be used to assess the penetration of new 
technology. In addition, the investment estimates are the building blocks for BEA’s 
estimates of capital stock, which are used in measuring rates of return on capital and in 
analyzing multifactor productivity. 
 
 The PFI estimates are an integral part of the U.S. national income and product 
accounts (NIPAs), a set of accounts that provide a logical and consistent framework for 
presenting statistics on U.S. economic activity (see “Chapter 2: Fundamental Concepts”). 
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The PFI estimates are also a primary element of BEA’s fixed assets and consumer 
durable goods accounts.1 

 
 

Definitions and Concepts 
 

  PFI is a measure of the additions to, and replacements of, the U.S. stock of private 
fixed assets. As noted in chapter 2, fixed assets are produced assets that are used 
repeatedly or continuously in the production process—that is, in the production of other 
goods (including other fixed assets) or of services—for more than 1 year.  
 
 Table 6.1 shows the types of transactions that are included in, and excluded from, 
PFI. The bulk of PFI consists of capital expenditures by private business—including 
expenditures on new structures, equipment, and software; net transactions in used assets; 
and own-account production (production by a business for its own use) of structures, 
equipment, and software.2 PFI also includes capital expenditures by nonprofit institutions 
serving households, and it includes capital expenditures for the acquisition of new 
residential structures and for improvements to existing residential structures by 
households in their capacity as owner-occupants.3 In the NIPAs, the construction of a 
new house (excluding the value of the unimproved land) is treated as an investment, the 
ownership of the house (regardless of whether the residence is owner- or tenant-
occupied) is treated as a productive business enterprise, and a service is assumed to flow 
over its economic life from the house to the occupant.4 However, as noted in chapter 2, 
purchases of durable goods by persons are treated as personal consumption expenditures 
rather than as capital expenditures. 
 
 

                                                 
1 For a description of the methodology for BEA’s estimates of the stocks and depreciation of fixed assets 
and of the investment flows used to derive them, see U.S. Bureau of Economic Analysis, Fixed Assets and 
Consumer Durable Goods in the United States 1925–97, September 2003, at 
http://www.bea.gov/national/pdf/Fixed_Assets_1925_97.pdf. 
2 In the NIPAs, private business consists of all corporate and noncorporate businesses that are organized for 
profit, other entities that produce goods and services for sale at a price intended to at least approximate the 
costs of production, and certain other private entities that are treated as business in the NIPAs. These other 
entities include mutual financial institutions, private noninsured pension funds, cooperatives, nonprofit 
organizations that primarily serve business (that is, entities classified as nonprofit by the Internal Revenue 
Service in determining income tax liability), federal reserve banks, and federally sponsored credit agencies.  
3 Capital expenditures by government enterprises are included in gross investment by government. 
4 This treatment is consistent with that of the international System of National Accounts (SNA): 
“Households that own the dwellings they occupy are formally treated as owners of unincorporated 
enterprises that produce housing services consumed by those same households” (SNA 2008: 6.117). 
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Table 6.1—Content of Private Fixed Investment 

 
Category of expenditure Comments 

Investment in structures by private business  Includes construction of new nonresidential and residential buildings. 
Includes improvements (additions, alterations, and major structural 

replacements) to nonresidential and residential buildings. 
Includes certain types of equipment (such as plumbing and heating 

systems and elevators) that are considered an integral part of the 
structure. 

Includes nonbuilding construction (such as pipelines, railroad tracks, 
power lines and plants, and dams and levees). 

Includes mobile structures (such as office trailers at construction sites 
and temporary trailer classrooms) and manufactured homes. 

Includes petroleum and natural gas well drilling and exploration, 
including “dry holes.” 

Includes digging and shoring of mines. 
Includes brokers’ commissions on sales of new and existing structures. 
Includes net purchases (purchases less sales) of existing structures 

from governments. 
Excludes maintenance and repair of nonresidential and residential 

buildings. 
Excludes demolition costs not related to the construction of new 

structures. 
Investment in equipment and software by 

private business 
Includes equipment with service lives of 1 year or more that are 

normally capitalized in business accounting records. 
Includes equipment (such as furniture and household equipment) that is 

purchased by landlords for rental to tenants. 
Includes dealers’ margins on sales of used equipment. 
Includes net business purchases of used equipment and software from 

governments, persons, and nonresidents. 
Excludes certain types of equipment that are integral parts of structures 

and that are included in the value of structures.  
Investment in residential structures by owner 

occupants 
Same as for private business. 

Investment in structures and in equipment and 
software by nonprofit institutions serving 
households 

Same as for private business. 

 
 
 Using business-tax-accounting practices for depreciable assets as a guide, all 
structures are capitalized in the NIPAs, and equipment commodities are capitalized if 
they meet all three of the following criteria: 

• The commodity must have a useful life of more than 1 year, 
• The commodity must not be an integral part of a structure or included in the value 

of that structure (for example, an elevator), and  
• The commodity, if purchased by a business, would be charged to a capital account 

under normal accounting procedures. 
 
 However, there are certain cases for which the NIPA treatment differs from that 
used in business-tax-accounting. For example, the exploration and drilling costs 
associated with unsuccessful drilling activities (“dry” holes) are treated as expenses by 
the petroleum industry but as investment in the NIPAs. In addition, business-accounting 
practices may differ from one industry to another, from one period to another, or from 
one type of asset to another. For example, some businesses may expense the purchase of 
certain types of software, while others may capitalize it; for consistency, all software 
purchases are treated as investment in the NIPAs,.  
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