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Coordinator: Welcome and thank you for standing by. At this time all lines are in the listen-

only mode. After the presentation, we will conduct a question and answer 

session. 

 

 Today’s conference is being recorded, if anyone has any objections, you may 

disconnect at this time. 

 

 I would now like to turn the meeting over to your host, Jim McNerney. 

 

 Chairman of Business Roundtable and President, Chairman and CEO of the 

Boeing Company. 

 

Jim McNerney: Thank you very much and good morning all and thank you for joining us for 

the release of Business Roundtable’s Fourth Quarter 2012 CEO Economic 

Outlook Survey. In keeping with our usual format of these calls, I’ll spend a 

few minutes reviewing the latest survey results, then John Engler and I would 

be happy to take your questions when that’s done. 
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 According to this quarter survey, CEOs expectations for sales and capital 

spending over the next six months, show a slight down turn while hiring 

shows a slight rise. Following - it should be noted - significant drops in each 

of these expectations last quarter. So it sort of reflects no change when you 

add it up. The continued softness in CEO sentiments reflect deep uncertainty 

about the overall future economic climate, realities of today’s slow-growth 

economy and significant frustration over Washington’s inability to achieve a 

market credible solution to the looming fiscal cliff. 

 

 As we have noted before on these calls, uncertainty over important political 

outcomes acts a drag on business confidence and there are many examples of 

that, that often is reflected in the results of our forward-looking surveys. 

Taking a closer look at this quarter’s data and what our members are 

projecting over the next six months, we found more specifically that on sales, 

58% of member CEOs anticipate sales will increase in the next six months 

which is as it turns out exactly the same as last quarter’s look forward. 

 

 Twenty-four percent expect sales to remain the same, down from 27% from 

last quarter and 17% of our CEOs expect sales to decline up from 15% last 

quarter. That’s all about a wash when you look at it. On (cap x), capital 

spending, 30% of member CEOs project higher spending in the next six 

months, again the same as last quarter, 48% expect spending to remain the 

same, down from 51% last quarter and 23% project a decline, up from 19% 

the quarter before. 

 

 Unemployment 29% of member CEOs expect to add U.S employees, same as 

last quarter, 42% expect employment to remain steady, up from 37% last 

quarter and 29% project lower employment, down from 34%. Each quarter we 

combined these three categories, sales, capital spending and employment into 
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an index to provide a quick snapshot of anticipated economic conditions over 

the next six months as seen by these companies. 

 

 As I mentioned, this quarter’s CEO economic outlook survey index reflects a 

continuing downturn in expectations. The index was 65.6 in the fourth quarter, 

essentially unchanged from 66.0 in the third quarter but still down 

significantly from 89.1 in the second quarter. I want to remind you that our 

index is a composite diffusion index centered on 50 and results can range 

from negative 50 to positive 150. An index reading lower than 50 is consistent 

with overall economic contraction, while a reading above 50 is consistent with 

expansion. 

 

 So this reading is a very slow-growth expansion look, while the index remains 

above 50, which as I just said indicates some economic expansion, it’s at its 

lowest level since the third quarter of 2009 and is well below its long-term 

average level of 79.4. In the fourth quarter of every year we also ask CEOs to 

rank their greatest cost pressures. This year, 35% of the CEOs reported that 

regulatory costs were the highest concern - upcoming concern in the next six 

months, followed by labor and healthcare costs. 

 

 This contrasts with the fourth quarter of 2011 when material costs were the 

CEOs top concerns. So to summarize and conclude then we’ll take your 

questions. CEOs foresee slow overall economic growth for the next six 

months and have moderately lower expectations for sales and (cap x) 

compared to already weak expectations indicated on the last quarter survey 

results. CEO expectations for hiring over the next six months are roughly 

neutral which represents a slight improvement from the expected decrease 

reported last quarter. 
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 Also CEOs identified regulations - regulation as the greatest cost pressure 

concerns for their companies as they go forward. And finally, past quarter 

survey results reflect continued uncertainty of business leaders surrounding 

the ability of our political leaders to reach a principled compromise resolving 

the fiscal cliff and related deficit and debt issues. 

 

 Now we would be happy to take any questions you would have. 

 

Coordinator: Thank you. We will now begin a question and answer session. To ask you 

question, press Star 1, to withdraw press Star 2. 

 

 Once again to ask your question, press Star 1. 

 

 One moment please for questions to come through. 

 

 Our first question comes from Sudeep Reddy from Wall Street Journal. 

 

Sudeep Reddy: Hi, thanks for doing this call. I was wondering if you could try the best that 

you can to disaggregate the fiscal cliff and worries about the fiscal cliff from 

some of the other underlying trends that you mentioned such as regulation and 

material costs that obviously wouldn’t be directly addressed by the fiscal cliff. 

How much do you see the fiscal cliff driving this relatively weak outlook from 

the last two surveys and how much is it really the other thing that can’t 

necessarily be addressed by these current negotiations? 

 

Jim McNerney: Well I think it’s - it’s hard to be precise in that answer but I think it’s fair to 

say that many of our membership - most of our membership feel that we 

would be recovering faster were it not for the political uncertainty that we’re 

facing. I think, you look back historically, most recoveries happen - 

particularly that follow steep declines like we faced, tend to bounce back a 
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little bit faster and I think an element in the slower growth is the uncertainty 

about the economic future, what tax rates are going to be or not going to be. 

 

 Government’s policies on entitlements, et cetera, et cetera and so I think it 

puts a damper on it and they end up re-enforcing themselves in a direction that 

is not good. 

 

Coordinator: Our next question comes from Lorraine Woellert from Bloomberg. 

 

Lorraine Woellert: Hey guys that was actually my question, the - you know, like this morning, 

you know, Jamie Dimon said that the economy’s going to thrive next year 

because we’re going to be - once we get past the fiscal cliff, assuming that it’s 

resolved but aren’t there other headwinds, I mean of course Europe. You’ve 

got regulatory change coming down the pike, I mean are we - are we putting 

too much of the pessimism onto the cliff? 

 

Jim McNerney: Well it’s - it’s not the only headwind we face as you point out but it is 

significant, I mean we - it’s clear when you both formally and informally 

interact with the membership that the uncertainty about the fiscal and 

monetary environment and budget environment that we’re going to find 

ourselves in is putting a damper on investment. You look at the cash on the 

sidelines, you look at investment plans that have been curtailed and it’s not 

only because of the uncertainty in Washington. 

 

 But it certainly plays a factor, there’s no doubt in my mind that it does and so 

I - it’s hard to put a number on it but we will grow faster next year and the 

year after if we resolve this thing, then we will if we don’t. I think our 

membership is convinced of that. 

 

Lorraine Woellert: Thanks. 
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Jim McNerney: Yes. 

 

Coordinator: Once again to ask a question, press Star 1. 

 

 Our next question comes from Scott Malone of Reuters. 

 

Scott Malone: Hi guys. I wanted to know if there’s anything to read into CEOs view of the 

cliff talks given how little movement there was in the last three months. You 

know, if you - the debater - I mean obviously this was a problem that was on 

CEOs radars back in September - remains on it now. Given that there view 

hasn’t really been (unintelligible), is this a sign that, you know, there’s some 

confidence that it’s just a bit of noise - it’s going to be resolved or is this a 

subject of as intense concern as maybe it’s made out to be? 

 

Jim McNerney: I think we’re all concerned. But - and it’s the nature of these things for a lot of 

activity to happen toward the end. Okay? But there is more communication 

back and forth over the last, I would say five or six days, there’s no doubt 

about that. It’s hard to read from the outside how substantial and meaningful 

the discussions are but we are pleased to see increased interaction. We’re 

obviously hopeful that the kind of compromise for the good of the country to 

get to a market credible solution that involves a lot of compromise on both 

sides, can be arrived at and that was advocated in the (BRTs) letter to the 

Congress and the White House. 

 

 So we remain hopeful that this kind of compromise can be forged - hard to 

predict but hardened by the increased communication that going back and 

forth. 
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Man: Jim I think we could add to that the letter that you all agreed upon at the 

executive committee level, the fact that we had 80% of the membership sign 

that within almost 24 hours is an indication that this is front and center on the 

minds of our CEOs and there really is a concern that this be dealt with. 

 

Jim McNerney: Absolutely. 

 

Scott Malone: Thank you. 

 

Jim McNerney: Yes, you’re welcome. 

 

Coordinator: Our next question comes from Kevin Hall of McClatchy. 

 

Kevin Hall: Yes, hi. Couple... 

 

Jim McNerney: Hi. 

 

Kevin Hall: ...one just a - that was Jim doing most of the talking, right? 

 

((Crosstalk)) 

 

Jim McNerney: John was cleaning me up there a little. 

 

Kevin Hall: On the last one. Okay, just want to make sure I get the right guys here. I want 

to look a little bit more at the global stage, it’s been a pretty lack luster year on 

the global stage too and I’m wondering what you guys are seeing for next 

year? China, you know, has slowed down fairly considerably, it looks like it’s 

picking up again, Brazil’s been pretty sub-par, India’s been - can you talk a 

little bit about what you guys see in the coming year for the export outlook for 

U.S. exports? 
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Jim McNerney: Well I think it’s - I think it’s mixed as you alluded to in your question. I mean, 

I think Europe promises to be slow growth or flat, we all hope it’s better, 

there’s some - there’s some hope as they begin to put some of their fiscal 

issues to bed. How permanent those solutions are remains to be seen but there 

is hope but I don’t think it’s going to impact economic growth this year. 

 

 So I don’t think they’re going to be an import engine next year. I think China 

is turning around a little bit. It’s the history of China often has - their new -

when new leadership comes in then there’s more certainty, there’s more 

clarity, more programs go forward and so I think - I think there’s a chance 

China could surprise us on the upside next year and India is a little bit of a 

mixed bag but it’s going through some political (machinations) now that will 

resolve themselves. 

 

 And the U.S. as we’ve portrayed is sort of slow growth, so I think to 

specifically talk about exports, I mean, you know, part of the export equation 

are the markets, the other part of the export equation is what we do here with 

our regulations and laws to facilitate exports and we’re working hard on that 

and I think the Obama administration deserves some credit on free trade 

agreements, three of them done over the last 18 months. Another big one 

being negotiated now, the (Trans Pacific Partnership). 

 

 A legitimate look at export control laws that would end up facilitating more 

trade and so I think there’s some work to be done here too and it’s become a 

little more at the center of the administration’s agenda and I think that’s 

heartening to the business community. 

 

Man: Thanks. 
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Jim McNerney: Yes. 

 

Coordinator: Our next question comes from (David) Michaels of Dallas Morning News. 

 

Dave Michaels: Hi, greetings, thanks for taking my question here. You know, talks on the 

fiscal cliff have really focused on raising revenues from the individual income 

tax and I know what the (BRT) said yesterday about revenues being part of 

this. I also know what you’ve said in the past about the high U.S. corporate 

statutory tax rate but the effective rate for many firms is much lower than that 

and U.S. corporate income tax really doesn’t raise that much money. As a 

percentage the (GDP) is less than the (LDCA) average. 

 

 Given the focus on reducing deficits is there an argument here for raising 

additional revenues from the corporate income tax? 

 

Jim McNerney: I don’t think there’s a strong one, I mean I - my personal view and I think I 

speak for a lot of the business community, is getting the rate down a little 

more broad in its application and a evisceration of a lot of deductions that we 

enjoy, I think produces a lot more clarity and certainty and therefore, sure-

footed investment than does the higher situation like we have now with lots of 

little deductions and fighting with the IRS through all these deductions, five 

years after you took them. 

 

 And even though you’re right, it produces a lower than statutory rape, it’s not 

as clean, you’re not as fast, you’re not as, you know, you’re just not moving 

as sure-footedly as you could if - so I think a lot in the business community 

favor it for that reason and favor sort of revenue neutral environment, where 

the deductions you’d give up would be equal to the revenue for gone from the 

government by lowering the overall rate. So I think that reflects the (BRTs) 

position on the subject. 
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John Engler: I think that’s right and, you know, this is John Engler. I think the other thing 

that, you know, there’s if you get a comprehensive corporate tax reform 

measure, much of that 1.7 trillion that’s trapped off shore will come home and 

then the early years there - that’s going to be revenue positive and I think a 

more competitive corporate structure - you’d love to pay more corporate taxes 

based on higher revenues and sales and profits. 

 

Jim McNerney: Yes, that’s right. 

 

Coordinator: Our next question comes from Eric Morath from Dow Jones Wall Street 

Journal. 

 

 Eric your line is open. 

 

Eric Morath: Hello, sorry about that hey- I wanted to ask about - mentioned that, you know, 

if we see, you know, a solution to the fiscal cliff that, you know, that’ll, you 

know, spark growth next year. What do you and what do CEOs view as the 

solution? Just avoiding going over the cliff or does it have to be more than just 

kind of kicking the can down the road and setting a new deadline in 2014? 

 

Jim McNerney: Well, we think the best outcome is what we advocated for, which is a 

balanced but market credible deal and a market credible deal yes does raise 

revenues and all things are on the table, both on the revenue and on, from our 

point of view, on revenue and the cut side but it also advocates for cuts that 

are multiple of those revenues. And so the deal not only has to provide the 

money to run our government but it has to be market credible in the sense that 

it can’t promise to mortgage the future of our children. 
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 It has to do both, it has to be something that solves today’s problem but also 

shows a clear conviction that getting a deficit that will clearly be out of 

control no matter what we do now, clearly out of control in the years to come 

without some serious movement. And so your question is would you do a deal 

at any cost and I guess I don’t think anybody would do a deal at any cost. I 

mean and so we’re advocating for everybody give a little, everything on the 

table and let’s get something done. 

 

 This is the voice of pragmatism, that’s what we do for a living. We’re 

pragmatic people everyday and so we’re trying to bring some of that thinking 

to the government. John do you have anything to add there? 

 

John Engler: No, I think that’s - I think that nails it, the letter really was very balanced and 

written to both the administration and the Congress, do your job and get it 

done now. 

 

Man: Yes. 

 

Eric Morath: Thank you. 

 

Jim McNerney: I think we got about four questions in the queue so we’ll try to get through 

those real quickly and... 

 

Man: Okay, that’s fine. 

 

Coordinator: Our next question comes from Jim Puzzanghera from Los Angles Times. 

 

Jim Puzzanghera: Hi, thanks. Getting back to the corporate tax reform, do you believe that - that 

needs to be part of framework in the fiscal cliff deal? Obviously they’re not 

going to solve the corporate tax issue over the next couple weeks but does that 
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- does an agreement to address that next year, need to be part of the fiscal cliff 

deal? 

 

Jim McNerney: Yes, I think - I think the short answer is yes, I mean and there’s two parts to 

that. One is that corporate tax reform quite frankly is - has already been 

agreed to on a bi-partisan basis. I mean, that is the least of the issues that 

confront us right now. Okay? Doesn’t mean that there are elements on one 

side and elements on the other and that there’s 100% agreement because there 

isn’t but I think in the name of global competitiveness, I think that has largely 

been agreed to. 

 

 So what we’re advocating as part of the deal here at the end of the year which 

we’re hopeful is that no damage be done, nothing be agreed to that prevents 

that deal which will happen, in my judgment, from getting done and so you’ll 

see some of the language in our letter that speaks to that so I agree with you, it 

can’t get done by the end of the year, there will probably be some language 

says we’ve got to address it next year. And we’re advocating don’t do 

anything as part of this deal that puts a headwind in front of the corporate tax 

reform. 

 

 And I think what I’m sensing is both sides are agreeing loosely to that 

approach. 

 

 Yes, you’re welcome. 

 

Coordinator: Our next question comes from Kent Hoover from American Cities Business 

Journal. 

 

Kent Hoover: Yes, concerning the fiscal cliff and your letter yesterday, some small business 

groups, notably (NFIV) are criticizing you, basically saying you threw small 



BUSINESS ROUNDTABLE 

Moderator: Jim McNerney 

12-12-12/10:00 am CT 

Page 13 

businesses under the bus because they point out that by putting - saying that 

increased tax revenue should be on the table, that you guys don’t pay 

individual income tax rates, your companies you don’t pay the corporate tax, 

whereas small businesses, you know, pay individual rates. So, you know, they 

basically say well that’s easy for you to say. 

 

 But you’re hurting small business. How do you respond to that criticism that 

basically you threw small business under the bus? 

 

Jim McNerney: Well the last thing we’re trying to do with this letter is put headwinds in front 

of any business, small business, big business, we’re trying to advocate for a 

solution that gives us all an environment to work in successfully over the next 

three/four years. That’s one point I’d make. The other point I’d make is look 

small business and big business are not mortal enemies. You know, every time 

a (triple seven) lands in Beijing, its got 11,000 small businesses that have 

provided very heavily engineered and very intellectually intensive parts and 

capability and software on that airplane. 

 

 And so small business and big business work together. I think we’re not trying 

to take a shot at any one element of tax reform or entitlement reform and what 

we’re trying to say is look we think everything should be on the table even the 

stuff we care a lot about, okay? And that should be part of the discussion too. 

Everybody’s got to take that headset and so everybody should give a little to 

get a lot. That’s the point we’re making and we’re not trying to say it should 

all be balanced, it should all be sort of funded on the backs of any one 

constituency. 

 

 I think our point is more everybody should give a little and when you do that 

we get a lot. And understandably there’s elements in my constituency, the 

“big business side” that is very unhappy that we want to even mentioned 
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revenues or taxes as part of it, so but everybody’s got to feel a little bit like 

they’re getting nailed. All right? And then we’ll know we have a good deal. 

 

Man: I think the other thing that (NFIV) and some of the small business groups are 

reacting to is that, you know, if you go all the way back into the campaign, 

there was this rather vigorous debate about raising individual rates and there 

was a divide between the two candidates, President Obama in winning the 

election says well I’m sort of vindicated the position which, you know, was on 

that top 2%, he talks about that top 2% being individuals and business. And 

that’s all just part of the debate that’s taking place, on the Speakers part some 

of the Republican leadership like chairman of the budget committee Paul 

Ryan. 

 

 They point to their budget they passed that we’ve been more responsible on 

spending reductions, on curving entitlement costs for the long-term and we’re 

trying to say that look there’s a varying degree of position held out there on all 

of these things by people in the process. 

 

 But you folks who got elected have got to get these questions resolved and I 

think our point is that everything is going to be on the table and indeed it must 

be and I think everybody will probably try to take their best crack at defending 

and exploiting their points of view but for the congressmen and women that 

are over there and for the White House, they’ve got to get an agreement. And 

we’re trying to facilitate that and that’s what - that’s what we’re saying is 

good for business be that large or small. 

 

Coordinator: Our next question comes from Ed Crooks from Financial Times. 

 

Ed Crooks: Hi, good morning, thanks so much for taking the question. Wanted to ask 

about regulatory costs, I don’t know if I may be reading the release wrongly 
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but I see there’s a figure, I think it’s 35% of respondents site regulatory cost. 

The main issue for the next six months and there is an equivalent number for 

how many, say (fiscal policy) and (fiscal) issues are and I wondered what the 

comparison is there. And also just wanted a bit more of your thoughts really 

on what those regulatory costs and issues are and why that’s kind of looming 

large at the moment? 

 

Jim McNerney: The question was asked fairly narrowly. Okay? In other words, specific cost 

elements in your (P&L). It was framed in that kind of way, not broadly in a 

sense of (externalities) to (sociatile) costs, et cetera. But that is a starting point 

and so things like healthcare costs, labor costs, materials costs, pension costs, 

litigation costs, energy costs, these were - these were the elements - that’s the 

level at which the question was asked and answered. 

 

 It was a little unusual that regulatory costs rose to the top of that list. I mean, it 

is not a secret that business has felt occasionally over burdened by some 

overzealous regulation over the last few years and so that is consistent with 

that refrain where we’re asking for more teaming with regulatory agencies and 

less confrontation. Now this confrontation when it happens often does include 

everything from fines to disruptions to stoppages of projects and things. 

 

 And I think what the membership were saying is going forward they’re very 

concerned about the impact of those kinds of costs whether it be in the energy 

sector, the healthcare sector or the aerospace sector or whatever sector you’re 

talking about, they’re very - and that specific cost rose to the top and that says 

- I think that says that we just have to keep discussing with the administration 

on how to both achieve the results of regulation with less of t he confrontation 

and less of the - less of the sort of financial solutions to things. 

 

Man: Thank you. 
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Jim McNerney: Yes. 

 

Man: This survey just (unintelligible) any (report) that I ever knew, we’re beginning 

the second decade of doing this survey, this particular question on cost 

pressures has not been there for ten years, it’s been there - we ask it annually, 

we’ve done that for three years and it’s really unprompted. So they - we just 

say what are your, ask (CEOs to rank) your greatest cost pressure. And as the 

chairman indicated, this is the first time that regulations topped that list. 

They’re unprompted so it’s whatever they want to say their costs pressures 

are. 

 

 And so it’s noteworthy and as you point out in your question, only a third of 

them, 35% decided that one so there’s - somebody’s (feeling) something. 

 

Man: Thank you. 

 

Man: Yes, you’re welcome. 

 

Coordinator: Our next question comes from Dominic Rushe from The Guardian. 

 

Dominic Rushe: Hi. 

 

Man: Hello. 

 

Dominic Rushe: Hi there, I just -to return to the fiscal cliff again. I wondered what you - what 

would be the consequences if there is no grand deal here and we just see a 

compromised solution, as you were saying earlier, you kick it down the road? 
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Jim McNerney: Well, I think there’s - if a deal is not achieved that addresses both revenue and 

a multiple of that in some serious entitlement reforms, then you’re right, I 

mean one of two things will happen, they’ll be an agreement to kick it down 

the road for another three to six months and then go through this all again in 

three to six months, which I think would be tremendously disruptive. 

 

 I mean it’s - I think one of the points we’re trying to make is that the impact 

on the economy and on the behavior of people who are trying to allocate 

company and make long-term plans and make investments, there’s no 

question that they’ll be continued negative impact during the recessionary 

environment and that’ll bear on investment and employment. 

 

 The other thing that could happen is that and this would be pretty reckless 

which is let’s just go over the cliff and going over the cliff would produce a 

series of spending cuts and revenue raisers that were contemplated to be 

enough of a deterrent that no one would ever do it. Okay? That’s the whole 

idea here is that last time congress couldn’t deal with this, they put such 

owner spending cuts and revenue raisers in there that they assumed that that 

would produce and agreement no matter what. 

 

 And if that happens, that is a real, that’s in many economists estimates that’s a 

- that’s a 2 to 2-1/2% hit to the (GDP), it’s basically an austerity program. 

 

Dominic Rushe: So - but you’ll remember from this survey it seems that your members are - 

the deadline is getting nearer, they don’t - they seem to be no more worried 

than they were in the last quarter. 

 

Jim McNerney: Well, it’s I think - I think we were very worried in the last quarter, okay so 

and actually this survey was taken the third weekend in November I believe 

and so - which is light years, in this kind of discussion so I think the closer we 
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get, you know, you swing from hope to concern on a daily basis and so it’s 

hard to know where to be and so that’s why we’ve chosen to take a stand here, 

to become part of the debate and encourage our people as (Governor Engler) 

just said to please do your jobs. 

 

 We’ll support you if you put together a responsible deal, everybody will be 

squawking a little but we’ll support you. 

 

Dominic Rushe: Thank you. 

 

Jim McNerney: Okay. 

 

Coordinator: Our last question comes from Ian McKendry from Market News. 

 

Ian McKendry: Hey guys thanks for taking the call. 

 

Man: Sure. 

 

Ian McKendry: As you know, probably know we’re going to get another (F1C) statement this 

afternoon, and I was just kind of wondering if there’s anything (this) I can do 

more or less to help economic growth in your opinion or this just all (mount) 

on congress on the fiscal cliff? 

 

Jim McNerney: I think and I haven’t see anything anybody said today so I don’t want to create 

any news based on stuff I haven’t heard but increasingly I hear the fed taking 

a position that’s not similar from ours which is hey we’ve done a lot of things 

to preserve liquidity in this economy and to facilitate growth but we’re - we’re 

not totally out of ammunition but we’re getting close. And what really needs 

to be done is congress needs to act on budgetary and fiscal issues, that’s the 

next frontier to encourage growth. 
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 I think if I heard Chairman Bernanke right, over the last few times he’s 

testified, his refrain is - sounds increasingly a lot like ours, which is get the 

job done please. 

 

Ian McKendry: Thank you. 

 

Coordinator: This concludes today’s conference. Thank you for participating. The audio of 

this call will be available at 1pm on the (BRTs) Web site, www.brt.org. 

 

 Thank you for participating. 

 

 

END 


