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UNITED STATES: THE BIDEN INFRASTRUCTURE PLAN

Jean-Luc Proutat

In the United States, there has been
a series of “once-in-a-generation”
recovery plans that have little in
common.

Unlike the USD 1.9 trillion “American
Rescue Plan” adopted in March, the
nearly USD 2.3 trillion “American Jobs
Plan" proposed by President Biden is
geared towards the long term and aims
to be fully financed through taxes.

Designed to defend America's strategic
interests, the plan’s philosophy is
similar to the American Recovery and
Reinvestment Act of 2009.

Yet the Biden administration is not
foregoing a multilateral framework:
its plan is also intended to serve
as a vehicle for international fiscal
harmonisation.
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Though his predecessor nicknamed him “Sleepy Joe”, President Biden has advanced at
breakneck speed as he completed his first 100 days in the White House. After passing the
USD 1.9 trillion American Rescue Plan in March, most or all of which will serve to stimulate
demand, the President is now targeting the supply side with a proposal to inject USD 2.3 trillion
into US productive facilities over the next 8 years, the equivalent of two presidential terms.
The “American Jobs Plan”, which Congress is currently debating, offers a big dose of economic
patriotism, as is often the case following major crises. This plan brings to mind the interventionist
drive of the American Recovery and Reinvestment Act of 2009, which aimed to rescue the US
automobile industry, among other objectives. Twelve years later, the Federal government is
preparing to invest in strategic sectors, such as semiconductors, which in the administration’s
eyes have become overly dependent on China. It also addresses the acute problem of America’s
crumbling infrastructure. Yet the Biden plan faces a major hurdle that will make it hard to
implement: infrastructure policies are generally the domain of State governors and depend less
on Washington's determination than on the tax consent of the local authorities and populations.
Another key subject of debate, even within Democratic circles, is raising corporate taxes, one of
the main instruments for funding Federal policy in the future.

AND FOR AN ADDITIONAL USD 2.3 TRILLION...

First put out the fire, then begin to rebuild: the "American Jobs Plan” aims to consolidate America’s
growth potential as well as its economic sovereignty via three key pillars. By proposing to
modernise “20,000 miles of highways, roads and main streets”, the first pillar addresses one of
the great paradoxes of the United States: the world's wealthiest nation suffers from a chronic
shortage of infrastructure investment (see chart 1).
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A substantial share of the budget (USD 620 bn) will be devoted to
transport infrastructure, including accelerating the transition to
electric vehicles via EV rebates and the installation of charging stations.
Yet the Federal authorities will only be able to act indirectly, through
partnerships with private companies or through incentives for the
local authorities (state, municipal and county governments) to invest
in public works policies for which they alone have the decision-making
powerl. The same can be said about the plan’s second pillar, which
covers the no less vital question of housing (build and rehabilitate
500,000 homes) and the utilities that serve them (water, gas, and
electricity), which are also aging. With an investment of USD 690 bn,
the Federal government intends to focus on the ecological transition,
including the weatherisation of buildings and the promotion of “green”
energy. It is about time, since the United States is lagging far behind in
this area (World Economic Forum, 2019)? . With a budget of USD 580 bn,
the third pillar on “jobs and innovation” aims to support industry and
research, especially in areas where the United States is increasingly
dependent on China, such as semiconductors, batteries, high-speed
internet, and active drug ingredients. With a high dose of economic
patriotism, this last pillar of the plan can be seen as the Democrats’
version of “Make America Great Again”, with the big difference that this
time America’s “comeback” is financed not by debt but by higher taxes.

Presented alongside the “American Jobs Plan”, the “Made in America
Tax Plan” seems to be an extremely ambitious corporate tax reform
proposal since the White House wants it to be the cornerstone of global
fiscal harmonisation, which has been rather vague so far. Unsurprisingly,
it is contested by the Republicans, who see it as a threat to America’s
competitiveness, but it is also opposed by some Democrats, who would
prefer to see more income tax cuts for individuals.

AFISCAL REVOLUTION?

Although there is no consensus on the subject, no one should be
surprised by the proposal to raise corporate taxes, especially on
American multinationals. Deploring the unfair distribution of the
tax burden, President Biden has long made raising corporate taxes
a big part of his agenda, along with raising taxes on the wealthiest
individuals, as presented recently. Since the mid-2000s, the corporate
tax rate has fallen constantly in the United States, and hit an all-time
low of 1.3% of GDP in 2019 after the cuts introduced under the Tax
Cuts and Jobs Act. Without returning to the tax rates that prevailed
during the Obama presidency, the main corporate tax rate would be
increased to 28% from 21%. This measure would increase Federal tax
revenues by USD 1 trillion over 15 years. Generating roughly the same
amount, the tax regime applied to earnings generated abroad would
be tightened significantly: elimination of the tax rebate for physical
investment abroad®, elimination of the foreign-derived intangible
income deduction, strengthening of anti-inversion provisions for
mergers and acquisitions to prevent US corporations for inverting, and
raising of the minimum tax rate to 21% from 10.5%, which the United
States would like to see become the minimum tax rate worldwide.
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TRANSPORT 621
Electric vehicles 174
Roads, bridges 135
Rail, river transport, ports, airports 117
Public transit 85
Disaster resilience 50
Other 60
CONSTRUCTION, UTILITIES 689
Housing 213
Electrical and water networks 211
Public schools & colleges 112
High-speed internet 100
Other 53
TRAINING AND INNOVATION 578
Local and strategic industries 183
R&D, innovation 159
Green industry and technology 81
Training, vocational retraining 88
Other 67
HOME CARE SERVICES 400
Accessibility, additional support for care workers 400
TOTAL 2288

TABLE 1 SOURCE: COMMITTEE FOR A RESPONSIBLE FEDERAL BUDGET,

US WHITE HOUSE, BNP PARIBAS

Using the very simplified example of an American company whose
business is equally divided between the United States and Ireland, the
“Made in America Tax Plan” would increase the average corporate tax
rate to 24.5% from 17% * and would reduce after-tax income by roughly
9%. The hardest-hit sectors would be those with global, intangible Low-
taxed income, such as licenses, patents and personal databases. Of
the S&P 500 corporations, the “Made in America Tax Plan” would have
its biggest impact on companies in information and communications
technology and healthcare (Financial Times, 2021°).

Now all the administration has to do is get the plan passed into law. To
succeed, the corporate tax reform bill must win the approval of all of
the Democratic senators, who have a razor-thin majority in the Senate.
Yet some Democrats have already said they will object to any plan that
does not reinstate the deduction of state and local taxes from Federal
taxes. Limited to USD 10,000 by Donald Trump, this measure primarily
hurts households from wealthy urban areas, the majority of whom vote
Democratic. Yet abolishing this limitation would have both a political
and economic impact. It would deprive the Federal government of a
major share of tax revenues (USD 77bn in 2019), which would prevent
the administration from completely funding its infrastructure plan.
President Biden already seems to be assuming that some compromises
will have to be made.

Jean-Luc Proutat

1 In the United States, only the state, county and municipal governments are empowered to make investment decisions on utilities (telectricwty, water, etc.) and transport in-
grastructure. The only excéptions are military zones and national parks and reserves, which are managed by the Federal government. _
In 2019, the United States ranked 22nd out of 32 advanced countries in the World Economic Forum'’s performance index concerning the energy transition
3 Under the current system, no tax is paid on the first ten percent return on foreign investment.
4 1.e. for a corporate tax rate in Ireland céf*%%.cS% and the deduction of 80% of taxes paid in Ireland, the US tax can be calculated as follows: 0.5%21% + 0.5%[10.5%+(1-0.8)*12.5%] =

17% before the regorm and 0.5%28% + 0

investment, which would be eliminated under the Made’in America Tax Plan.

% = 24.5% after the reform. For'simplicity’s sake, we did not take into account the dedUction of roughly the first 10% return on foreign

5 Financial Times (2021), Wall Street braces itself for tax rises from Biden'’s new stimulus plan, Apr. 7

gl BNP PARIBAS

The bank
for a changing
world




GROUP ECONOMIC RESEARCH

William De Vijlder
Chief Economist

ADVANCED ECONOMIES AND STATISTICS

Jean-Luc Proutat

US, UK - Head of economic projections, relationship with French network

Hélene Baudchon
France - Labour markets

Louis Boisset

Japan - European Central Bank watch, Euro area global view

Frédérique Cerisier

Euro area (European gouvernance and public finances), Nordic countries

Guillaume Derrien
Italy, Spain, Portugal - International trade

Raymond Van Der Putten

Germany, Netherlands, Austria, Switzerland - Energy, climate

Tarik Rharrab
Statistics

BANKING ECONOMICS

Laurent Quignon
Head

Laure Baquero
Céline Choulet

Thomas Humblot

EMERGING ECONOMIES AND COUNTRY RISK

Francois Faure
Head - Argentina

Christine Peltier
Deputy Head - Greater China, Vietnam, South Africa

Stéphane Alby
Africa (French-speaking countries)

Stéphane Colliac
Turkey, Ukraine, Central European countries

Perrine Guerin, Sara Confalonieri
Africa (Portuguese & English-speaking countries)

Pascal Devaux
Middle East, Balkan countries

Hélene Drouot
Korea, Thailand, Philippines, Mexico, Andean countries

Salim Hammad
Latin America

Johanna Melka
India, South Asia, Russia, CIS

CONTACT MEDIA

Michel Bernardini

+331557747 31

+33 15816 73 32

+33158 16 03 63

+33157430291

+33143169552

+33155777189

+33142985399

+331431695 56

+33 14298 56 54

+33143169550
+3314316 95 54

+3314014 3077

+331429879 82

+33 14298 56 27

+3314298 0204

+331429843 86

+33 14298 43 86

+33143169551

+3314298 3300

+331429874 26

+331 58 16 05 84

+33142980571

william.devijlder@bnpparibas.com

jean-luc.proutat@bnpparibas.com
helene.baudchon@bnpparibas.com
louis.boisset@bnpparibas.com
frederique.cerisier@bnpparibas.com
guillaume.a.derrien@bnpparibas.com
raymond.vanderputten@bnpparibas.com

tarik.rharrab@bnpparibas.com

laurent.quignon@bnpparibas.com

laure.baquero@bnpparibas.com
celine.choulet@bnpparibas.com

thomas.humblot@bnpparibas.com

francois.faure@bnpparibas.com
christine.peltier@bnpparibas.com
stephane.alby@bnpparibas.com
stephane.colliac@bnpparibas.com
perrine.guerin@bnpparibas.com
pascal.devaux@bnpparibas.com
helene.drovot@bnpparibas.com
salim.hammad@bnpparibas.com

johanna.melka@bnpparibas.com

michel.bernardini@bnpparibas.com

gl BNP PARIBAS

The bank
for a changing
world



GROUP ECONOMIC RESEARCH

CONJONCTURE

Structural or thematic topics.

EMERGING

Analyses and forecasts for a selection of
emerging economies.

Analyses and forecasts with a focus on
developed countries.

ECOFLASH

Data releases, major economic events.

ECOWEEK

Recent economic and policy developments,
data comments, economic calendar, forecasts.

ECOTV

A monthly video with interviews of our
economists.

ECOTV WEEK

A weekly video discussing the main event of
the week.

MACROWAVES

Our economic podcast.

~
«‘-:y

CRIBE ON OUR WEB
e Economic Research web:

‘OLLOW US ON LINKED
onomic Research link

HOW TO RECEIVE OUR PUBLICATIONS

Published by BNP PARIBAS Economic Research

Head office: 16 boulevard des Italiens - 75009 Paris France / Phone : +33 ﬁ)) 142981234
Internet: www.group.bnpparibas.com - Www.economic-research.bnpparibas.
com

Head of publication : Jean Lemierre / Chief editor: William De Vijlder

The information and opinions contained in this report have been obtained from, or are based on,
public sources believed to be reliable, but no representation or warranty, express or implied, is
made that such information is accurate, complete or up to date and it should not be relied upon
as such. This report does not constitute an offer or solicitation to buy or sell any securities or
other investment. It does not constitute investment advice, nor financial research or analysis.
Information and opinions contained in the report are not to be relied upon as authoritative or
taken in substitution for the exercise of judgement by any recipient; they are subject to change
without notice and not intended to provide the sole basis of any evaluation of the instruments
discussed herein. Any reference to past performance should not be taken as an indication of
future performance. To the fullest extent permitted by law, no BNP Paribas group company ac-
cepts any liability whatsoever (including in negligence) for any direct or consequential loss ari-
sing from any use of or reliance on material contained in this report. All estimates and opinions
included in this report are made as of the date of this report. Unless otherwise indicated in this
report there is no intention to update this report. BNP Paribas SA and its affiliates (collectively
"BNP Paribas”) may make a market in, or may, as principal or agent, buy or sell securities of any
issuer or person mentioned in this report or derivatives thereon. BNP Paribas may have a finan-
cial interest in any issuer or person mentioned in this report, including a long or short position
in their securities and/or options, futures or other derivative instruments based thereon. Prices,
yields and other similar information included in this report are included for information pur-
poses. Numerous factors will affect market pricing and there is no certainty that transactions
could be executed at these prices. BNP Paribas, including its officers and employees may serve
or have served as an officer, director or in an advisory capacity for any person mentioned in
this report. BNP Paribas may, from time to time, solicit, perform or have performed investment
banking, underwriting or other services (including acting as adviser, manager, underwriter or
lender) within the last 12 months for any person referred to in this report. BNP Paribas may
be a party to an agreement with any person relating to the production of this report. BNP Pa-
ribas, may to the extent permitted by law, have acted upon or used the information contained
herein, or the research or analysis on which it was based, before its publication. BNP Paribas
may receive or intend to seek compensation for investment banking services in the next three
months from or in relation to any person mentioned in this report. Any person mentioned in
this report may have been provided with sections of this report prior to its publication in order
to verify its factual accuracy.

BNP Paribas is incorporated in France with limited liability. Registered Office 16 Boulevard des
Italiens, 75009 Paris. This report was produced by a BNP Paribas group company. This report is
for the use of intended recipients and may not be reproduced (in whole or in part) or delivered
or transmitted to any other person without the prior written consent of BNP Paribas. By accep-
ting this document you agree to be bound by the foregoing limitations.

Certain countries within the European Economic Area:

This report has been approved for publication in the United Kingdom by BNP Paribas London
Branch. BNP Paribas London Branch is authorised and supervised by the Autorité de Controle
Prudentiel and authorised and subject to limited regulation by the Financial Services Authority.
Details of the extent of our authorisation and regulation by the Financial Services Authority are
available from us on request.

This report has been approved for publication in France by BNP Paribas SA. BNP Paribas SA
is incorporated in France with Limited Liability and is authorised by the Autorité de Controle
Prudentiel (ACP) and regulated by the Autorité des Marchés Financiers (AMF). Its head office is
16, boulevard des Italiens 75009 Paris, France.

This report is being distributed in Germany either by BNP Paribas London Branch or by BNP Pa-
ribas Niederlassung Frankfurt am Main, a branch of BNP Paribas S.A. whose head office is in Pa-
ris, France. BNP Paribas S.A. - Niederlassung Frankfurt am Main, Europa Allee 12, 60327 Frank-
furt is authorised and supervised by the Autorité de Controle Prudentiel and it is authorised and
subject to limited regulation by the Bundesanstalt fir Finanzdienstleistungsaufsicht (BaFin).
United States: This report is being distributed to US persons by BNP Paribas Securities Corp.,
or by a subsidiary or affiliate of BNP Paribas that is not registered as a US broker-dealer. BNP
Paribas Securities Corp., a subsidiary of BNP Paribas, is a broker-dealer registered with the U.S.
Securities and Exchange Commission and a member of the Financial Industry Regulatory Autho-
rity and other principal exchanges. BNP Paribas Securities Corp. accepts responsibility for the
content of a report prepared by another non-U.S. affiliate only when distributed to U.S. persons
by BNP Paribas Securities Corp.

Japan: This report is being distributed in Japan by BNP Paribas Securities (Japan) Limited or by
a subsidiary or affiliate of BNP Paribas not registered as a financial instruments firm in Japan,
to certain financial institutions defined by article 17-3, item 1 of the Financial Instruments and
Exchange Law Enforcement Order. BNP Paribas Securities (Japan) Limited is a financial instru-
ments firm registered according to the Financial Instruments and Exchange Law of Japan and
a member of the Japan Securities Dealers Association and the Financial Futures Association of
Japan. BNP Paribas Securities (Japan) Limited accepts responsibility for the content of a report
prepared by another non-Japan affiliate only when distributed to Japanese based firms by BNP
Paribas Securities (Japan) Limited. Some of the foreign securities stated on this report are not
disclosed according to the Financial Instruments and Exchange Law of Japan.

Hong Kong: This report is being distributed in Hong Kong by BNP Paribas Hong Kong Branch,
a branch of BNP Paribas whose head office is in Paris, France. BNP Paribas Hong Kong Branch
is registered as a Licensed Bank under the Banking Ordinance and regulated by the Hong Kong
Monetary Authority. BNP Paribas Hong Kong Branch is also a Registered Institution regulated
by the Securities and Futures Commission for the conduct of Regulated Activity Types 1, 4 and 6
under the Securities and Futures Ordinance.

Some or all the information reported in this document may already have been published on
https:/globalmarkets.bnpparibas.com

© BNP Paribas (2015). All rights reserved.

gl BNP PARIBAS

The bank
for a changing
world


https://www.linkedin.com/showcase/bnp-paribas-economic-research/?originalSubdomain=fr
https://twitter.com/etudeseco_bnpp

