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Investment Heroes 2021

Capital Spending During
the Pandemic

INTRODUCTION

In 2020 U.S. businesses cut back
domestic capital investment by
seven percent, in response to the
Covid-19 pandemic, lockdowns

and recession. The decline was
broad-based, from transportation
equipment to industrial equipment to
energy investment.
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But amidst this slowdown, Amazon boosted
its domestic capital expenditures by 75
percent in 2020, according to new estimates
by the Progressive Policy Institute (PPI). The
ecommerce giant invested a stunning $33.8
billion in the United States last year, a record
for the 10 years that PPI has been doing the
Investment Heroes report.

Amazon's capital investment performance
illustrates just how critical the tech-broadband-
ecommerce sector has been to keeping people
working and propping up the economy. The
second company on our list, Verizon, invested
$16.1 billion in the U.S. in 2020, AT&T $15.6
billion, Alphabet $14 billion, and Intel $12.5
billion. Eight out of the top 10 companies in our
list—Amazon, Verizon, AT&T, Alphabet, Intel,
Facebook, Microsoft and Comcast—are in the
tech, ecommerce, and broadband sectors.

The willingness of these companies to keep
spending essentially made it possible for large
chunks of the economy to move forward despite
the pandemic.

Capital investment is critical because it enables
the creation of high-productivity, well-paying
jobs. Collectively the top 10 companies in the
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Investment Heroes list added 483,000 jobs

in 2020, led by Amazon's dramatic leap from
798,000 workers in 2019 to 1,298,000 workers in
2020. Just looking domestically, the industries
represented by the top 10 Investment Heroes
added 234,000 jobs between the start of the
pandemic in February 2020 and April 2021, while
the rest of the private sector lost more than 6
million jobs.!

Capital investment is also essential for
creating more production, communications
and distribution capacity. This was essential
during the pandemic, when investment by
broadband and tech companies kept people
connected at home during the shock of the
lockdown; and the investment by ecommerce
firms helped keep essential goods flowing while
many Americans could not go out shopping.
As the Broadband Internet Technical Advisory
Group wrote in an April 2021 report, “available
data suggests that the Internet has performed
well during the pandemic.... and is a testament
to the importance of continued investment in
robust Internet infrastructure in all parts of the
ecosystem.”? The report went on to note that
“|SPs reacted to the sudden demand increase
by rapidly adding extraordinary amounts of
new capacity and pledging to Keep Americans
Connected.”

Capital investment also helps hold down prices
by creating more supply—and the lack of
investment creates the conditions for overall

P3

price inflation. Prices in the tech-broadband-
ecommerce sector were mostly flat or down in
2020, as investments in new capacity helped
meet soaring demand. For example, the surge
of new broadband capacity meant that the price
of telecommunications services to consumers
fell by 2 percent in 2020, and the price of Internet
access fell by 1 percent, according to data from
the Bureau of Economic Analysis.

Similarly, one big reason for the recent return of
inflation in 2021 has been production and supply
bottlenecks caused by a lack of investment
during 2020. Net domestic business investment
totaled an anemic 1.9 percent of net domestic
product in 2020.% To put this in perspective,

that was a sharp fall-off from 2.8 percent,

which was net domestic business investment's
average share of net domestic product from
2008 to 2019. And that in turn was down from
the business cycles running from 1991 to 2000
and 2001 to 2007, when net domestic business
investment'’s share of net domestic product
averaged 4.5 and 3.5 percent, respectively
(Figure 1).
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Data: Bureau of Economic Analysis. Net domestic product is equal to gross domestic product net of depreciation (capital consumption). Net
domestic business investment is equal to domestic business investment net of depreciation (capital consumption). National Income and Product

Accounts, Tables 1.7.5 and Table 5.1.

THE REPORT

Which companies are fighting this downward
trend? Since 2012 PPI has provided unique
estimates of domestic capital spending for
individual major U.S. companies. Currently,
accounting rules do not require companies to
report their U.S. capital spending separately.
To fill this gap in the data, we created a
methodology using publicly-available financial
statements from non-financial Fortune 150
companies to identify the top companies that
were investing in the United States.

We call these companies “Investment Heroes”
because their capital spending is helping

create good jobs and boost capacity across

the country. In 2020, the 25 companies on

our list invested $216 billion in the U.S. This
year's list includes 11 tech, broadband and
ecommerce companies; six energy production
and distribution companies; three transportation
companies; two automotive companies; two
retail companies; and one entertainment
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company.

In terms of government policy, U.S. regulators
and policymakers have an ambivalent attitude
towards corporate capital investment. On the
one hand, companies that don't invest are
decried as suffering from “short-termism,” being
more concerned about current profits than long-
term growth.*

On the other hand, the tech, broadband, and
ecommerce companies that do make long-
term investments in American workers and

the American economy are often accused of
unfair competition and monopolistic business
practices, precisely because of their large capital
expenditures. It seems odd that Congress
seems more interested in sharply questioning
companies that are investing heavily in America,
rather than those that have reduced investment
or actually disinvested in this country.



INVESTMENT HEROES 2021: CAPITAL SPENDING DURING THE PANDEMIC

President Biden's American Jobs Plan shows
the same ambivalence towards business
investment leaders. The plan would spend $2
trillion over the next decade on infrastructure,
research and development, and manufacturing
among other public investments.® The avowed
goal is to stimulate productivity-enhancing
investments in the U.S., which is a goal that PPI
favors.

On the other hand, the plan would pay for these
proposals by raising the federal corporate
income tax rate from 21 to 28 percent and
imposing a 21 percent minimum tax on overseas
corporate profits among other tax changes.
While the package would generate $2.1 trillion
over a decade, these tax increases could
discourage business investment at a time when
capital spending is already weak.

U.S. INVESTMENT HEROES: THE 2020 LIST

Using the methodology described in the
appendix, we estimate domestic capital
spending for large U.S. non-financial companies
based on publicly available data. We then rank
the companies to give us the top 25 Investment
Heroes.

The top 25 Investment Heroes invested $216
billion in the U.S. in 2020, according to our
estimates (which are based on companies’ most
recent fiscal year through January 31, 2021).
That's a decrease of 11 percent compared to last
year. 18 of our 25 Investment Heroes posted a
decrease in U.S. capital expenditures relative to
our 2019 estimates, with an average decline of
21 percent.
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Amazon by far leads our Investment Heroes
this year, spending an estimated $33.8 billion

on domestic capital expenditures in 2020.
Second is Verizon Communications, investing an
estimated $16.1 billion on capital expenditures
in the U.S. on the basis of increased broadband
spending. AT&T came in third, spending an
estimated $15.6 billion on domestic capital
expenditures. Alphabet and Intel are fourth and
fifth, respectively, investing $14 billion and $12.5
billion.

Four “newcomers” made our list this year. We
estimate that Lumen Technologies (formerly
CenturyLink) spent $3.7 billion on U.S. capital
expenditures in 2020, a three percent increase
compared to our estimates for CenturyLink’s
2019 domestic capital spending. Disney returns
to the top 25 this year for the first time since
our 2013 report. Kroger makes our list this year,
investing an estimated S3 billion on domestic
capital expenditures in 2020. And Union Pacific
cracks the top 25 after making our non-energy
list the last two years.

Four companies from our 2019 list didn't make
our 2020 list. Southern Company fell out of
the Fortune 150 and thus out of the purview of
our analysis. Marathon Petroleum cut its U.S.
capital expenditures by more than $2 billion

in 2020 compared to 2019 by our estimates.
Delta Air Lines decreased its domestic capital
expenditures by more than 60 percent according
to our estimates as fears of Covid ravaged the
travel industry. And ConocoPhillips missed our
top 25 list by $8 million.
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TABLE 1: U.S. INVESTMENT HEROES: TOP 25 NONFINANCIAL COMPANIES BY ESTIMATED U.S. CAPITAL EXPENDITURE,

2020
ESTIMATED DOMESTIC CAPITAL
COMPANY EXPENDITURE (MILLIONS OF DOLLARS)*

1 Amazon $33,783

2 Verizon Communications $16,103

3 AT&T $15,551

4 Alphabet $13,962

] Intel $12,502

6 Facebook $11,761

1 Exxon Mobil $11,169

8 Microsoft $11,073

9 Duke Energy $9,907

10 Comcast $9,569

1T Exelon $8,048

12 walmart $7,828

13 Charter Communications $7,415

14 Chevron $6,053

15 Apple $5,940

16 FedEx $4,647

17 General Motors $3,807

18 Energy Transfer $3,759

19 Lumen Technologies $3,729

20 UPS $3,596
*See methodology

21 Enterprise Products Partners $3,288 section for
discussion

22 Walt Disney $3,263 Data: Company
financial reports,

23 Ford Motor $3,194 PP/ estimates.
In all cases, we

24 Kroger $2,965 used our previous
year's estimates

25 Union Pacific $2,927 when calculating
year-over-year

Total $215,840 percentage

changes.
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At the sector-level, our 11 tech, broadband

and ecommerce companies invested an
estimated $141.4 billion in domestic capital
expenditures (Table 2). This category comprises
six tech and ecommerce companies (Amazon,
Alphabet, Intel, Facebook, Microsoft, and

Apple) and five broadband companies (Verizon
Communications, AT&T, Comcast, Charter
Communications, and “newcomer” Lumen
Technologies).

The next category includes six energy
production and distribution companies, with
total estimated domestic capital expenditures of
$42.2 billion. This category is made up of Exxon
Mobil, Chevron, Duke Energy, Exelon, Energy
Transfer, and Enterprise Product Partners.

Coming in third is transportation, spending a
total of $11.2 billion on U.S. capital expenditures
by our estimates. This category consists of
FedEx, UPS, and “‘newcomer” Union Pacific.

The retail sector, which included Walmart and
“‘newcomer” Kroger, came in fourth. These
retailers invested a combined $10.8 billion by our
estimates, a 37 percent increase compared to
2019 as a result of Kroger making our list.

The last two categories were automotive and
entertainment. Our automotive category was
made up of General Motors and Ford Motor,
investing an estimated $3.8 billion and $3.2
billion respectively. The lone entertainment
company to make our list was Disney, investing
$3.3 billion by our estimates.

TABLE 2. U.S. INVESTMENT HEROES BY SECTOR, 2020

6%

Technology/Ecommerce $89,021 $84,062

Broadband $52,367 $52,240 0%
Utility/Energy Distribution $25,002 $36,742 -32%
Energy production/Mining $17,222 $36,923 -93%
Transportation $11,171 $14,376 -22%
Retail $10,793 $7,904 371%
Automotive/Industrial $7,001 $11,313 -38%
Entertainment $3,263 NA NA
Total $215,840 $243,560 -11%

Data: Company financial reports, PPl estimates. In all cases, we used our previous year's estimates when calculating year-over-year percentage

changes.
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COMPANIES
Next we delve deeper into each of our
Investment Heroes' capital spending.

products and services. In addition, we
expect to continue to invest in land and
buildings for data centers and offices,
and information technology assets, which

. Amazon spent an estimated $33.8 billion
on U.S. capital expenditures in 2020,a 75
percent increase compared to 2019 as

the ecommerce company sought to meet
increased demand from Covid protocols
like social distancing and work from
home. We note that Amazon turned in a
historically high investment performance.
The company's global capital expenditure
of $45.7 billion (the sum of purchases of
property and equipment, net of proceeds
from sales and incentives, plus principal
repayments of finance leases) exceeds the
peak capital spending by such industrial
giants as General Motors, General Electric,
and IBM, even after adjusting for inflation.®

. Verizon Communications spent an
estimated $16.1 billion on U.S. capital
expenditures in 2020, up slightly relative
to our 2019 estimates. Verizon continued
to invest in expanding its 4G LTE network
and deploying its 5G and Intelligent Edge
networks, despite the pandemic.

. Third was AT&T, spending an estimated
$15.6 billion in 2020. AT&T continues to
invest in expanding its networks.

. Alphabet invested $14 billion on U.S. capital
expenditures in 2020 by our estimates.

“We continue to make significant R&D
investments in areas of strategic focus
such as advertising, cloud, machine
learning, and search, as well as in new

includes servers and network equipment,
to support the long-term growth of our
business,’ the company writes in its 10-K.

Coming in fifth was Intel, spending an
estimated $12.5 billion on U.S. capital
expenditures in 2020, a decrease of 7
percent relative to our 2019 estimates.

Facebook spent an estimated $11.8 billion
on U.S. capital expenditures in 2020, a
decrease of 6 percent from our 2019
estimates. The social media company
continues to invest in data center capacity,
servers, network infrastructure, and office
facilities.

Seventh was Exxon Mobil, investing $11.2
billion on U.S. capital expenditures in 2020
by our estimates. That's a decrease of 33
percent compared to our 2019 estimates.
The energy company cut its upstream
capital investment in the U.S. by nearly S5
billion in 2020 according to its 10-K.

Microsoft spent an estimated $11.1 billion
on U.S. capital expenditures during the
fiscal year ending June 2020, the most
recent 10-K available. The software
company continues to invest in new
facilities, data centers, computer systems
for research and development, and its
cloud offerings. We note that this estimate
has not been updated from our previous
Investment Heroes report, because we
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9. Duke Energy invested $9.9 billion on
U.S. capital expenditures in 2020 by
our estimates, a decrease of 11 percent
compared to 2019. The energy company
decreased capital investment in its electric
utilities, gas utilities, and commercial
renewables segments.

Comcast invested $9.6 billion on U.S.
capital expenditures by our estimates.
Comcast continued to spend on customer
premise equipment, scalable infrastructure,
line extensions, and support capital.

Exelon spent an estimated S8 billion on
U.S. capital expenditures in 2020, an
increase of 11 percent relative to our 2019
estimates. The utility company increased
capital investment in every segment except
Exelon Generation.

. Walmart spent an estimated $7.8 billion
on U.S. capital expenditures in 2020. The
retailer's capital investments were relatively
flat compared to our 2019 estimates.

Charter Communications invested $7.4
billion in domestic capital expenditures
in 2020, a slight increase of 3 percent
compared to 2019. The broadband
company spent on line extensions and
support capital according to its 10-K.

Chevron spent an estimated $6.1 billion on
U.S. capital expenditures in 2020. That's
a 40 percent decline compared to 2019.
The energy company spent about $3 billion

dollars less in its upstream segment and
about $800 million less in its downstream
segment in 2020 compared to 2019.

. Apple invested an estimated $5.9 billion
on domestic capital expenditures in 2020.
Apple's figures are based on its latest 10-K
for its fiscal year ending September 2020.

FedEx invested $4.6 billion in domestic
capital expenditures by our estimates. The
shipping company continued to spend on
aircraft, equipment, vehicles, information
technology, and facilities. We note that
this estimate has not been updated from
our previous report, as FedEx's fiscal year
ends on May 31st and thus their FY 2021
10-K was not published at the time of this
writing.

General Motors spent an estimated $3.8
billion on U.S. capital expenditures in 2020,
a 22 percent decline relative to our 2019
estimates.

Energy Transfer spent an estimated $3.8
billion on U.S. capital expenditures in 2020.
Energy Transfer continued to invest in
natural gas transportation and storage.

Lumen Technologies, formerly known

as CenturyLink, invested $3.7 billion on
domestic capital expenditures in 2020

by our estimates. That's an increase of 3
percent compared to our 2019 estimates
for CenturyLink. The broadband company
continued to spend on enhancing network
efficiencies and supporting new service
developments.
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20. UPS invested an estimated $3.6 billion
on U.S. capital expenditures in 2020.
UPS continued to spend on buildings,
equipment, aircraft, vehicles, and
information technology.

21. Enterprise Product Partners spent $3.3
billion on domestic capital expenditures
in 2020 by our estimates, a 27 percent
decline compared to our 2019 estimates.
Enterprise Product Partners continued to
invest in facilities and projects to gather,
transport, and store natural gas and crude
oil.

22. Disney invested an estimated $3.3 billion
on U.S. capital expenditures in 2020, a
decrease of 19 percent relative to our
2019 estimates. The entertainment
company decreased spending in every
segment except its direct-to-consumer and
corporate segments.

23. Ford Motor invested $3.2 billion on
domestic capital expenditures in 2020
according to our estimates, a decline of 50
percent compared to our 2019 estimates.

24. Kroger spent an estimated $3 billion on
U.S. capital expenditures, a slight decline of
5 percent compared to 2019.

25. Union Pacific invested an estimated $2.9
billion on U.S. capital expenditures in 2020.
Union Pacific continued to invest in new
locomotives and freight cars, maintenance,
and safety improvements.

INVESTMENT-RELATED POLICY

President Biden has proposed the American
Jobs Plan, which includes $621 billion for
transportation infrastructure, $300 billion

to bolster manufacturing, $180 billion for
research and development, and $100 billion
for broadband among other proposals.” Each
of these areas has been an important source
of economic growth historically. For example,
manufacturing employment peaked in 1979 at
nearly 20 million but has been on the decline
since, employing about 12 million people
today.® President Biden's plan would restore
manufacturing supply chains and provide capital
to revitalize manufacturing.

Similarly, R&D investment is key to
commercializing new technologies and fueling
growth of industries. A few key innovations that
were made possible by federal R&D funding
include the internet, smartphone technologies,
global positioning systems, the human genome
project, and hydraulic fracturing.® Unfortunately,
federally sponsored R&D has declined from

its peak of 1.8 percent of GDP in 1965 to .74
percent in 2020.'% ™ The American Jobs Plan's
$180 billion investment would provide additional
funding for the National Science Foundation,
the development of technology to address the
climate crisis, and R&D that spurs innovation
and job creation.

These increases in infrastructure and other
public spending are highly desirable for growth.
However, the plan would pay for these proposals
by raising the federal corporate income tax

rate from 21 to 28 percent and imposing a 21
percent minimum tax on overseas corporate
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profits among other tax changes. While the
plan would generate $2.1 trillion over a decade,
policymakers should be mindful of potentially
discouraging business investment, which would
prolong the economic recovery. Raising the
corporate income tax rate to 28 percent would
create a federal-state combined corporate
income tax rate of 32.8 percent, returning the
U.S. to the highest combined rate in the OECD."

We also note that policymakers often
misunderstand the link between strong

corporate investment and creation of good jobs.

True, in some cases, companies have invested
in automation that reduces employment. But
more recently, we have seen that companies
making the biggest capital investments, like
Amazon, may also be the biggest job creators.
In particular, Amazon'’s spending on fulfillment
center automation has boosted productivity,
enabling the company to pay a minimum

wage of $15 per hour that is comparable

with advertised entry-level manufacturing
hourly wages of $15-S17 in many parts of the
country.' Indeed, a recent PPI analysis shows
that most Americans live in states where the
tech-ecommerce ecosystem, including all
positions and skill levels from fulfillment center
and delivery workers to website designers, pays
better than manufacturing.’

The bottom line: As the U.S. struggles out of
recession, and faces the worries of inflation,
we should be lauding companies that invest
in America during the pandemic, rather than
denigrating them.
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APPENDIX: METHODOLOGY

Our U.S. Investment Heroes ranking for 2020
follows the same methodology as our most
recent report in 2019. We started with the top
150 companies of the 2020 Fortune 500 list

as our universe of companies. We removed

all financial companies and all insurance
companies except health insurance companies.
We also omitted the financing operations of non-
flnance companies when possible.

Except as noted, we use the global capital
expenditure reported on the most recent 10-K
through January 31, 2021, as the starting point
for the analysis. In this report, we refer to all
estimates as “2020," even if the fiscal year ended
in 2021. Capital expenditures generally cover
plant, equipment, and capitalized software
costs. For energy production companies, capital
expenditures can include exploration as well.

For broadband companies, we did not include
their often sizable spending on purchases

of wireless spectrum as part of capital
expenditures, since that category is not counted
as investment spending by the economists at
the Bureau of Economic Analysis. Companies
purchasing spectrum in 2020 include Verizon
($2.1 billion); AT&T ($1.6 billion); Comcast (5459
million); and Charter ($464 million).

The companies in these rankings are all based
in the United States. Non-U.S. based companies
were not included in this list because of data
comparability issues, although there are many
non-U.S. companies that invest in America.

For transportation companies our report
estimates the booked location of spending on
capital expenditures for the company’'s most
recent fiscal year, rather than how much of those
acquired assets are actually being used within
the U.S.
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Most multinational companies do not provide a

breakdown of capital expenditures by country
in their financial reports. However, PPl has
developed a methodology for estimating U.S.
capital expenditures based on the information
provided in the companies' annual 10-K

statements and other financial documents. After

developing our internal estimate, we contact
the companies on our top 25 list to ask them

to point us to any additional public information

that might be relevant. Notwithstanding these
queries, we acknowledge that the figures in
this report are estimates based on limited
information.

Our estimation procedure goes as follows:

« If a company has no foreign operations, we

allocated all capital spending to the United
States.

* If a company reported U.S. capital spending

separately, we used that figure.

+ If a company did not report U.S. capital

spending separately, but did report changes
in global and U.S. long-lived assets or plant

and equipment, we used that information
plus depreciation to estimate domestic

capital spending. As appropriate, we adjust

for large acquisitions.

* If a company has small foreign operations
that were not reported separately, we

allocated capital spending proportionally to
domestic versus foreign assets, revenues, or

employees.

Some adjustments of note:

+ For Amazon, the methodological issue was

their extensive use of finance leases. We

chose to specify global capital expenditures

as purchases of property and equipment
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(net of proceeds from sales and incentives)
plus principal repayments of finance leases.
We then used reported changes in U.S.

and non-U.S. property and equipment, net
and operating leases to allocate global
capital expenditures, taking into account
depreciation and removing the effect of
operating leases.

Verizon does not report long-lived assets
by geographic region. As a result, we used
the most recent available data for Verizon's
domestic employment as a share of global
employment to allocate Verizon's capital
spending between the United States and
internationally (https://www.verizon.com/
about/sites/default/files/esg-report/2019/
social/human-capital/v-team.html)

As noted in the report, our estimates for
Microsoft and FedEx remain the same as our
2019 estimates because their fiscal years
end June 30th and May 31st, respectively,
and thus updated 10-Ks were not available
at the time of this writing. For Microsoft, we
used the capital expenditures data found
online at https://www.microsoft.com/
en-us/Investor/earnings/trended/capital-
expenditure.aspx

In the case of Comcast, we allocated all of
its cable operation and corporate capital
expenditures, including cash paid for
intangible assets such as software, to the
U.S. For NBC Universal's capital expenditures,
including cash paid for intangible assets
such as software, we assumed the same
domestic vs. foreign revenue share from our
2019 estimate for 2020 to allocate capital
spending as Comcast did not report updated
revenue information for FY 2020.


https://www.microsoft.com/en-us/Investor/earnings/trended/capital-expenditure.aspx
https://www.microsoft.com/en-us/Investor/earnings/trended/capital-expenditure.aspx
https://www.microsoft.com/en-us/Investor/earnings/trended/capital-expenditure.aspx
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« As part of our calculations for Facebook, NON-ENERGY U.S. INVESTMENT HEROES
UPS, and Kroger, we included principal As a supplement to our complete U.S.
repayments on finance leases reported on Investment Heroes rankings, we also present a
the company's 10K or estimated principal non-energy list for 2020 (Table 3). This list ranks
repayments on finance leases based on 10K the top U.S. companies investing domestically,
data. according to our estimates, that are both non-

financial and non-energy. The energy sector

is one of the most capital intensive sectors of
the economy and thus can heavily influence
the top 25 results. The non-energy ranking
includes the non-energy companies from our
complete ranking but has also made room for
other companies. For example, PepsiCo spent
$2.8 billion on domestic capital expenditures
by our estimates in 2020, a 26 percent increase
compared to 2019.

+ For consistency, we omitted capital spending
by the finance arm of companies such as
General Motors and Ford, which reflects the
financing of leased equipment rather than
actual direct investment.
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TABLE 3. NON-ENERGY U.S. INVESTMENT HEROES: TOP 25 NONFINANCIAL COMPANIES BY ESTIMATED U.S. CAPITAL
EXPENDITURE, 2020

ESTIMATED DOMESTIC CAPITAL
COMPANY EXPENDITURE (MILLIONS OF DOLLARS)

1 Amazon $33,783

2 Verizon Communications $16,103

3 AT&T $15,551

4 Alphabet $13,962

3 Intel $12,502

6 Facebook $11,761

1 Microsoft $11,073

6 Comcast $9,569

9 walmart $7,828

10 charter Communications $7,415

11 Apple $5,940

12 FedEx $4,647

13 General Motors $3,807

14 Lumen Technologies $3,729

15 uPs $3,596

16 walt Disney $3,263

17 Ford Motor $3,194

18 Kroger $2,965

19 Union Pacific $2,927

20 PepsiCo $2,832

21 Merck $2,700

22 Target $2,649 Company financial
23 CVS Health $2,431 eatimates, na

cases, we used
24 Home Depot $2,294 ;ggfsreevs/%sates
25 Union Pacific $2,279 ;Ve/?oii/ﬁ;/ézfrmg
Total $188,807 o Cn?efge
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Merck invested an estimated $2.7 billion on

U.S. capital expenditures in 2020, a 42 percent
increase compared to 2019. The pharmaceutical
company spent on new capital projects focused
primarily on increasing manufacturing capacity
for its products.

Target invested $2.6 billion on domestic capital
expenditures in 2020 by our estimates. The
retailer increased its investments in information
technology and new stores, while decreasing its
spending on existing stores.

CVS Health spent an estimated $2.4 billion on
U.S. capital expenditures in 2020, a relatively flat
amount compared to our 2019 estimates for

the company. Technology made up the majority
of the health retailer's capital expenditures,

while store and fulfillment expansion and
improvements and new store construction made
up a minority share.

Home Depot invested $2.3 billion on domestic
capital expenditures in 2020 by our estimates, a
slight decrease of 5 percent relative to our 2019
estimates for the company.

Rounding out our top 25 non-energy list is
Johnson & Johnson, spending an estimated
$2.3 billion on U.S. capital expenditures in

2020. Johnson & Johnson continues to invest

in its consumer health, pharmaceutical, and
medical device segments, and of course vaccine
production.

ABOUT THE AUTHORS

Dr. Michael Mandel is chief economic strategist at the Progressive Policy Institute and senior fellow
at Wharton's Mack Institute for Innovation Management at the University of Pennsylvania. Mandel
received a Ph.D. in economics from Harvard University and formerly served as chief economist at

BusinessWeek.

Elliott Long is senior economic policy analyst at the Progressive Policy Institute. Elliott holds a BA in
Political Science from Florida Gulf Coast University and MPA from George Washington University.

P15



INVESTMENT HEROES 2021: CAPITAL SPENDING DURING THE PANDEMIC

References

10

11

12

13

14

15

See Mandel, M. (2021, April). Innovative Job Growth In the 21st Century: Has the Tech-Ecommerce Ecosystem Become the New
Manufacturing? Progressive Policy Institute. https:/progressivepolicy.org/publication/innovative-job-growth-in-the-21st-century-has-
the-tech-ecommerce-ecosystem-become-the-new-manufacturing/

See Stapp, A. (2020, Apr. 10). Why Netflix and YouTube Aren't Breaking the Internet in the United States. Morning Consult. https://
morningconsult.com/opinions/why-netflix-and-youtube-arent-breaking-the-internet-in-the-united-states/; (2021, Apr. 5). 2020 Pandemic
Network Performance. Broadband Internet Technical Advisory Group (BITAG). http://www.bitag.org/documents/bitag_report.pdf

Net domestic product is equal to gross domestic product net of depreciation (capital consumption). Net domestic business investment
is equal to domestic business investment net of depreciation (capital consumption). National Income and Product Accounts, Tables
1.7.5and Table 5.1.

Beck, R. and Seru, A. (2019, Dec. 21). Short-Term Thinking Is Poisoning American Business. The New York Times.
https://www.nytimes.com/2019/12/21/opinion/sunday/capitalism-sanders-warren.html; Lazonick, W., Saking, M.E., and Hopkins, M.
(January 7,2020). Why Stock Buybacks Are Dangerous for the Economy. Harvard Business Review. https://hbr.org/2020/01/why-stock-
buybacks-are-dangerous-for-the-economy

Hansen, S. (2021, Mar. 31). Here's What's In Biden's $2 Trillion Infrastructure Plan. Forbes. https:.//www.forbes.com/sites/
sarahhansen/2021/03/31/heres-whats-in-bidens-2-trillion-infrastructure-plan/?sh=3a09bca7d473

Based on S&P Compustat data since 1950, adjusted for inflation using the GDP deflator. The comparison omitted financing subsidiaries,
as per our current methodology.

(2021, Mar. 31) FACT SHEET: The American Jobs Plan. The White House. https://www.whitehouse.gov/briefing-room/statements-
releases/2021/03/31/fact-sheet-the-american-jobs-plan/

Employment, Hours, and Earnings from the Current Employment Statistics survey (National). Bureau of Labor Statistics. https:/www.
bls.gov/ces/data/

Singer, P. (2014, Feb.). “Federally Supported Innovations: 22 examples of Major Technology Advances that Stem from Federal Research
Support.” Information Technology and Innovation Foundation. http://www?2.itif.org/2014-federally-supported-innovations.pdf

(2016, Nov. 8). “US R&D Spending at All-Time High, Federal Share Reaches Record Low.” American Institute of Physics. https:/www.aip.
org/fyi/2016/us-rd-spending-all-time-high-federal-share-reaches-record-low

“Historical Trends in Federal R&D." American Association for the Advancement of Science. https://www.aaas.org/programs/r-d-budget-
and-policy/historical-trends-federal-rd

Stewart, E. (2021, Apr. 13). Biden wants to raise taxes to pay for infrastructure. He might need the world's help. Vox. https://www.vox.
com/policy-and-politics/22381673/global-minimum-tax-janet-yellen-oecd

Statutory Corporate Income Tax Rates. OECD. https://stats.oecd.org/Index.aspx?DataSetCode=CTS_CIT

On May 13,2021 Amazon announced it was hiring 75,000 people in its fulfillment and logistics network at an average starting pay of
over $17 per hour.

Mandel, M. (2021, April). Innovative Job Growth In the 21st Century: Has the Tech-Ecommerce Ecosystem Become the New
Manufacturing? Progressive Policy Institute. https:/progressivepolicy.org/publication/innovative-job-growth-in-the-21st-century-has-the-
tech-ecommerce-ecosystem-become-the-new-manufacturing/

P16



The Progressive Policy Institute is a catalyst for policy innovation
and political reform based in Washington, D.C. Its mission is to create
radically pragmatic ideas for moving America beyond ideological and
partisan deadlock.

Founded in 1989, PPI started as the intellectual home of the New
Democrats and earned a reputation as President Bill Clinton's “idea
mill.” Many of its mold-breaking ideas have been translated into public
policy and law and have influenced international efforts to modernize

progressive politics.

Today, PPI is developing fresh proposals for stimulating U.S. economic
innovation and growth; equipping all Americans with the skills and assets

that social mobility in the knowledge economy requires; modernizing an

overly bureaucratic and centralized public sector; and defending liberal
democracy in a dangerous world.

© 2021
PROGRESSIVE POLICY INSTITUTE
ALL RIGHTS RESERVED.

PROGRESSIVE POLICY INSTITUTE
1156 15th Street NW

Ste 400

Washington, D.C. 20005

Tel 202.525.3926
Fax 202.525.3941

info@ppionline.org
progressivepolicy.org




