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Desinvestments

Eric Smeets and Norbert van den Hove

Since several decades Statistics Netherlands has been collecting and publishing data on investments in the 
manufacturing industry. The data inventory is complete on how much and how industry branches yearly 
invest in tangible capital stock. This gives a clear indication of the gross increase of production capacity. 
Information on the net increase, however, could up to now not be deduced because data on how much 
tangible capital was withdrawn every year was not available. But this situation changed when in 1992 
Statistics Netherlands started to observe withdrawals of tangible capital stock in the manufacturing industry 
directly.

The measurement of withdrawals serves several purposes.

- In combination with investment data, withdrawal data will reveal if replacement of old capital or 
addition to the capital stock levels takes place. The observed fluctuations monitor the reaction to 
economic prospects, since durable production capacity is only destroyed under particular 
circumstances.

- Besides being an indicator of production capacity increases or decreases, desinvestment data can be 
used as a basis for calculating depreciation periods. For that reason the factual period of use is asked 
in the desinvestment questionnaire for each capital good withdrawn.

- Last but not least, accurate data on investments and disinvestments can be used to obtain a reliable 
calculation of tangible capital stock levels.  In the past data on levels were frequently approximated.

Definitions and assumptions

Disinvestments are defined as the value of the tangible capital stock that is withdrawn from the production 
process during the period under review. The periods for which tangible capital is available to the production 
process can range from one year to many decades. Ultimately the use of a tangible capital good will result 
into 'withdrawal' or desinvestment. Withdrawal occurs when the capital good is put out of use definitely. In 
most cases this will be demolition or physical disappearance through the second-hand market.

The targets set for the Statistics Netherlands desinvestment survey are limited. In the first place it is aimed 
to calculate the desinvestment data for the manufacturing industry, differentiated by types of tangible 
capital good according to the Standard Goods Classification and by industrial class following the Dutch 
Standard Business Classification. All companies with 100 employees or more are approached. The 
disinvestments of the smaller companies are estimated (enlarged), based on their number of employees. The 
raised estimates are computed separately for all industry classes, because they vary in capital intensity and 
investments per employee. Structural differences between small and large companies within the same 
industry class are not yet taken into account. Available information however indicates that on the whole 
investments per employee tend to increase with company size.
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In the desinvestment survey the year of purchase is also asked for second-hand goods. This approach 
corresponds with the investment survey. The time between the year of purchase of a capital good by a 
company and withdrawal by the same company is called the period of use. This period is different from the 
average age that can be calculated by means of the Capital Goods Statistics. The age is defined as the 
period between the vintage of a capital good and the year of inquiry. For the Statistics on Capital Stock 
vintage data are collected directly at the companies by interviewers of Statistics Netherlands.

To quantify the withdrawals the desinvestment questionnaire contains an item on purchase price besides 
one on the year of purchase. The value in actual current (i.e. 1991) prices is calculated, using price index 
numbers. Ideally these prices should be also asked in the inquiry, but they are often difficult to obtain and if 
asked could lead to incorrect and inconsistent answers. In case of rent or lease, if respondents do not have 
information on the original purchase price, an estimate of the value of the withdrawn capital good is made. 
This estimate is based on actual lease or rent prices. For land, unlike other capital goods, the current selling 
price is asked. The reason is that land does not depreciate and therefore actual current prices are more 
readily available. If they are not available, respondents may supply data on the surface of the area. In these 
cases Statistics Netherlands takes the price of land to be Dfl. 75 per square meter, an estimate supplied by 
the National Spatial Planning Agency.

1991 results

The disinvestments inquiry 1991 was distributed to 1,500 large companies in the manufacturing industry 
(all companies with 100 employees or more). Response was higher than 90%. The value of the 
disinvestments as measured for these large companies was raised to account for the companies with less 
than 100 employees. These small companies turn out to account for 29% of the disinvestments of the whole 
manufacturing industry. This is an average and in some industry classes the raising percentage is 
considerably higher. As yet, no results have been published for those classes. Our Confidentiality Code also 
thwarts the publishing of results on the basic metal industries.

Stock withdrawals in 1991 value in total Dfl. 7,552 mln. Most disinvestments (26%) are from the vintage 
period 1985-1989. Of the disinvestments 14% is relatively old, meaning they were purchased before 1960. 
These percentages are averages and they vary considerably by type of capital good. Figure 1 displays these 
differences between 'Industrial Buildings', 'Computers' and 'Other machines, devices and installations'. Note 
that computers are relatively young when they are disinvested and industrial buildings are relatively old: 
they are used longer.

Table I shows that the disinvestments are 2.3% of the total Capital Good Stock 1991. One would expect this 
percentage to be higher in times of economic growth. The same column shows that the desinvestment 
percentage is relatively high for goods with a short period of use. This can also be detected in Graph 2, in 
which the tangible capital stock and desinvestment structures are displayed.
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Table 1. Manufacturing Industry
Disinvestments in 1991, in prices of 1991, per type of capital good
                                                                                                                                                                       
Code Type Dfl mln in % of in % of PERIOD OF

TANGIBLE INVEST- USE in years
CAPITAL

1)
MENTS

2)

                                                                                                                                                                       
Total 7,442   2.3 45 18

1. Land    208   1.0 67 35
2. Industrial Buildings 1,538   1.6 51 31
3. Construction in Water and Roads    119   0.9 97 30
4. External Transport Equipment     551 13.5 83   5

5. Internal Transport Equipment    224    2.1 85 17
6. Computers    257    6.0 26   5
7. Other machines, devices and

installations 4,266    2.6 41 15
8. Other tangible capital stock     389    2.4 34 12
                                                                                                                                                                       
1)

Tangible Capital Stock on 1 January 1991, in prices of 1 January 1991.
2)

Investments in Fixed Assets in 1991 in 1991 prices.
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Table 2.  Manufacturing Industry
Disinvestments in 1991, in prices of 1991, per Business Class and Type of Capital Good

                                                                                                                                                                       
Code Business Class Total Type

Dfl Land Indus- Con- Exter- Inter- Com- Other Other
mln trial struc- nal nal puters Machi- Tangi

Buil- tions in Trans- Trans- nes ble
dings Water port port Devi- Capital

and Equip- Equip- cesStock
Roads ment ment and

Installa-
tions

                                                                                                                                                                       
%

                                                                                                                                                                       

Total 7,552 3 20 2 7 3 3 56 5

20/21 Food, beverages and tobaccoes 1,635 3 19 0 10 2 2 55 10
26 Paper and paper products    225 0 4 0 3 8 1 81 2
27 Printing, publishing and allied    493 0 7 0 13 1 5 70 3

industries
28 Petroleum industry    178 x x 17 4 2 2 59 x
29/30 Chemical and artificial and   840 x x 0 4 2 3 78 4

synthetic filaments and staple fibers
industry (except glass)

31 Rubber and plastic products    189 4 31 0 9 3 3 48 2  
32 Building materials, earthenware,   253 0 19 0 11 15 1 52 2

glass products
34 Fabricated metal products industry   253 0 5 0 21 8 4 57 5
35 Mechanical industry   374 7 19 1 16 2 9 42 4
36 Electrical engineering industry 1,433 x x 1 3 1 6 62 x
37 Transport equipment industry    479 10 41 9 4 5 2 26 3

Other Business Classes 1,200 4 38 1 4 4 2 45 2

                                                                                                                                                                      

As an example computers, which have a short period of use (5 years), make up only 1.3% of the total 
Tangible Capital Stock, but represent up to 3.4% of the total desinvestments.

From raising the results of the investment inquiry, we know that the total investments in the manufacturing 
industry in 1991 were Dfl. 16,927 mln. Table 1 shows that disinvestments amounted to 45% of the total 
investments. This means that 55% of the investments contributed to a net increase of the capital good stock, 
or the production capacity. Note that for 'Constructions in Water and Roads', 97% of the investments in 
1991 did not contribute to an increase of the production capacity, but merely replaced disinvestments. It 
seems plausible that most investments in computerization (74%) increase the capital stock levels. Table 2 
shows the withdrawals for some classes per type of capital good. For all business sections the withdrawals 
are largest for 'Other machines, devices and installations'.

Table 3 relates the withdrawals per industry class to the corresponding value of the tangible capital stock 
and the investments. In the electrical engineering industry the disinvestments were 118% of the 
investments.  This means that the disinvestments were larger than the investments and that the production 
capacity for this Business Section was reduced.  Table 3 shows no direct link between the percentage of 
tangible capital that was disinvested and the periods during which capital goods have been in use. Over 
more years one would expect the percentage of withdrawn capital to be higher for industry classes which 
have on average a short period of use.
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Table 3. Manufacturing Industry
Disinvestments in 1991, in prices of 1991, per Business Class
                                                                                                                                                                       
Code Business Class Dfl mln in % of in % of PERIOD OF

TANGIBLE INVEST- USE in
CAPITAL

1)
MENTS

2)
years

                                                                                                                                                                       

Total 7,552 2.3 45 18

20/21 Food, beverages and tobaccoes 1,635 2.8 51 16
26 Paper and paper products   225 1.8 51 16
27 Printing, publishing and allied   493 2.7 38 13

industries
28 Petroleum industry   178 0.8 38 14    

29/30 Chemical and artificial and   840 1.2 22 18
synthetic filaments and staple fibers
industry (except glass)

31 Rubber and plastic products   189 1.6 25 21   
32 Building materials, earthenware,   253 1.7 37 17

glass products
34 Fabricated metal products industry   253 1.3 22 11

35 Mechanical Engineering   374 2.6 40 12    
36 Electrical Engineering 1,433 5.8 118 13
37 Transport Equipment   479 2.8 68 33

Other Business Classes 1,200 2.6 70 25
                                                                                                                                                                       
1)

Tangible Capital Stock on 1 January 1991, in prices of 1 January 1991
2)

Investments in Fixed Assets in 1991, in prices of 1991.

New projects

The reader will realize that the Netherlands survey on disinvestments is still in its early stages of 
development. The exact way in which the data will be published has not been decided yet, but tables such 
as outlined in this communication will be made available. Findings will also be released on the period of 
use, ages and lifetimes of tangible capital.

Data on more than one year are however needed to calculate reliable results.
The raising methods to estimate data on companies not included in the inquiry are also under close scrutiny. 
Statistics Netherlands considers to finetune these methods by taking differences in capital stock/employee 
ratios between small and large companies into account. To get reliable results for industry classes with 
many small companies sampling needs to be adjusted. Current capacity however limits the number of 
companies that can be added to the sample.

The surveys on investment and desinvestment also need to be more closely integrated. In order to guarantee 
data consistency it is planned to analyse possible means to gear the two questionnaires further to one 
another.
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Table 4
Manufacturing Industry: More Recent Data
Disinvestments in 1992, in prices of 1992 per Business Class and Type of Capital Good
                                                                                                                                                                       
Code Business Class Total Type

Dfl Land Indus- Con- Exter- Inter- Com- Other Other
mln trial struc- nal nal puters Machi- Tangi

Buil- tions in Trans- Trans- nes ble
dings Water port port Devi- Capital

and Equip- Equip- ces Stock
Roads ment ment and

Installa-
tions

                                                                                                                                                                        
%

                                                                                                                                                                        
Total  8,488   4 20 1 8 3   3 55 5

20/21 Food, beverages and tobaccoes 1,662   8 26 0 10 2   1 44 9
26 Paper and paper products    270    1 20 1 5 3   1 66 2
27 Printing, publishing and allied    785    1 13 0 10 1   3 69 3

industries
28 Petroleum industry    379    x  x 1 3 1   2 75 x
29/30 Chemical and artificial and 1,474    x  x 1 4 2   2 63 5

synthetic filaments and staple fibers
industry (except glass)

31 Rubber and plastic products     307   2 13 0 5 2   1 73 3

32 Building materials, earthenware,        532    4 22 0 6 2   1 65 1
glass products

34 Fabricated metal products industry     578   7 29 0 11 9   2 40 3
35 Mechanical industry      327   7   8 0 23 6   3 49 4
36 Electrical engineering industry  1,080    x   x 1 5 1  13 49 x
37 Transport equipment industry     380    2 46 4 6 7   4 27 4

Other Business Classes     716    6   7 0 11 9   3 62 3

                                                                                                                                                                       

Voorburg, November 1994
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