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Coordinator: Ladies and gentlemen, thank you for joining Business Roundtable’s briefing 

on its Second Quarter 2013 CEO Economic Outlook Survey. The members of 

Business Roundtable are chief executive officers of the nation’s leading 

companies. 

 

 Collectively they represent more than 16 million employees, over $7.3 trillion 

in annual revenues, and generate nearly $500 billion in sales for small and 

medium-size businesses annually. Conducted quarterly since the Third 

Quarter of 2002, Business Roundtable CEO Economic Outlook Survey is the 

leading CEO-based survey of sales capital funding and employment projected 

over the next six months. This quarter survey was completed between May 13 

and May 31, 2013. One hundred and forty-one CEOs completed the survey. 

 

 Before I turn the call over to our host, please note that all telephone 

participants are in a listen-only mode at this time. Later we will conduct a 

question-and-answer session. If you should require assistance during the call, 

please press star 0. Today’s conference is being recorded. If you have any 

objections, you may disconnect at this time. 
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 With that, I will now turn things over to our host Mr. Jim McNerney, 

Chairman, President, and CEO of the Boeing Company and Chairman of 

Business Roundtable. Also joining Mr. McNerney is John Engler, President of 

Business Roundtable. Mr. McNerney? 

 

Jim McNerney: Thank you very much and hello and thanks for joining us for the release of 

Boeing - of the Business Roundtable’s Second Quarter 2013 CEO Economic 

Outlook Survey. As I think was mentioned, we’re now in the 11th year of 

doing this quarterly survey. 

 

 CEOs in summary expect a small increase in overall economic output in 2013. 

They anticipate a modest improvement in sales, a slight improvement in 

hiring, and they’re less pessimistic about capital expenditures. 

 

 To the specifics let’s start with the GDP, little change there. Our CEOs expect 

2.2% growth for 2013, a slight increase from last quarter’s anticipated 2.1% 

growth. More positive is the CEO Economic Outlook Survey Index which 

represents a composite of expectations for sales, capital spending, and 

employment for the next six months. That index rose in the Second Quarter of 

2013 to 84.3% up from 81.0% in the First Quarter. 

 

 The index signals modest economic expansion. While it is at the highest level 

in the last four quarters, the current number is only just above the index’s 

long-term average level of 79.3%. Drilling further down into the results CEOs 

expectations for sales, CAPX, and hiring over the next six months all show a 

small increase. A caveat on the capital expenditure spending outlook, the 

results reflect more of a decrease in CEOs pessimism rather than greater 

optimism. 
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 Taking a closer look at the data and what our members are projecting over the 

next six months we found that on sales 78% of member CEOs anticipate sales 

will increase in the next six months up from 72% last quarter. Fifteen percent 

expect sales to remain the same down from 22% last quarter and 7% of our 

CEOs expect sales to decline up slightly from 6% last quarter. 

 

 On capital expenditures 37% of member CEOs project higher spending in the 

next six months down slightly from 38% last quarter. Fifty-two percent expect 

spending to remain the same up from 48% last quarter and 11% project a 

decline down from 15% last quarter. Overall expectations for capital spending 

over the next six months increased from the previous quarter because the 

numbers of CEOs projecting a decline in capital expenditures decreased more 

than the number projecting an increase. 

 

 On employment 32% of member CEOs expect to add US employees up from 

29% last quarter. Forty-two percent expect employment to remain steady 

down from 47% last quarter and 26% project lower employment up slightly 

from 25% last quarter. As I already mentioned we combined the three 

categories - sales, capital spending, and employment into an index to provide 

a quick snapshot of anticipated economic conditions for the next six months. 

 

 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. The current index value of 84.3 is well above the 50.0 signaling 

expected economic expansion over the next six months as I’ve already noted. 

 

 In conclusion throughout its 11th year history the survey has proved to be an 

accurate predictor of economic performance. CEOs are by nature forward 
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looking, even optimistic but economic realities do temper our expectations. So 

again in summary here’s what we see. 

 

 The Business Roundtable Survey reflects an economy on the slow road to 

recovery. CEOs will see continued modest overall economic growth of 2.2% 

in 2013 with slightly improved expectations for sales and employment 

compared to last quarter’s survey of results. 

 

 Business performance continues to be relatively strong when compared to 

overall economic health. The most immediate impediments to better 

performance and a more robust recovery are well known, but I would cite the 

continuing impasse over the US government’s long-term fiscal path and an 

uncertain political environment as variables within the reach of government 

and political leaders to control. With that said, I’d be happy to take your 

questions along with the Governor. Thank you. 

 

Coordinator: Thank you. If you are on the phone and would like to ask a question about 

Business Roundtable’s CEO Economic Outlook Survey, please press star 1. 

We request that you limit your questions to the CEO Economic Outlook 

Survey. We will now take your questions. You may press star 1 to ask a 

question and star 2 to withdraw your request. One moment please. 

 

Jim McNerney: Don’t all jump in at once. 

 

Man: Somebody has to go first. That’s right. 

 

Coordinator: Jeffrey Bartash of MarketWatch, you may ask your question. 

 

Jeffrey Bartash: (Hi) Jim. 
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Jim McNerney: Yes. 

 

Jeffrey Bartash: This is Jeffrey Bartash of MarketWatch. 

 

Jim McNerney: Hi Jeff. 

 

Jeffrey Bartash: Business leaders often say US tax rates are too high and stifle growth and 

hiring, but corporate taxes are much lower than they were I’d say 30/40 years 

ago. What makes them more burdensome now? And a related question, what 

do you think businesses (are looking to hire)? (Even) Boeing (ceils) for 

example surged in the past years, but even your own company is cutting jobs. 

Are businesses become so much more productive they don’t have to hire as 

many people? 

 

Jim McNerney: First on the tax question listen I think the last time our corporate tax system 

was reformed was during the Reagan years - 1984. The world has changed 

dramatically since then, much more globalized. Both our markets and our 

sourcing are global in nature now and information moves around the world at 

the speed of light and therefore we have to fit into a global tax environment. 

 

 And we are probably - and I think we are in fact, we do have the highest tax 

rate of any developed country and everybody has moved down. Everybody 

has moved territorial and that’s what we’re advocating we’d like to see not 

because up or down is good, but down matches what our competitors have 

available to them in this newly globalized world. And territorial gives us the 

flexibility to make economic choices that benefit the employment in the US as 

well as our shareholders and remove artificial constraints. So it’s more of a 

competitiveness issue. 
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 As to employment, I think it’s been said by some economists you need growth 

of 2.5% or greater in your GDP to start adding employment. The growth as 

you allude to in your question beneath that is absorbed by using current 

employment more productively. 

 

 As to Boeing, you know, our sales have been surging - thank you for noting 

that - and are projected to keep surging. And we have adjustments from time 

to time, but we’ve added probably 20,000 jobs in the last 2-1/2 years to the 

Boeing Company. 

 

John Engler: Jim if I could just on the tax question you got exactly right. Eighty-six when 

the reform under Reagan and that was a bipartisan Congress and president 

working together then. We did have a very low - in comparison to the rest of 

the world corporate tax rate at the time. Unfortunately in the quarter century 

since then, it’s really been unchanged and everybody else has been lowering 

their rates as you’ve described and so it very much puts us at a competitive 

disadvantage. 

 

 And then it’s compounded by the fact that we maintain this attempt to tax 

worldwide revenues when everyone else that we compete with in a major way 

is on a territorial type system. So I would say the premise of that a question or 

the first part of the question is simply it doesn’t quite square with where we 

are and even though there have been, you know, hearings on what effective 

tax rates are. Well we break that out and look at effective tax rates, we also 

find we’re right near the top as well. So I think we’ve got good data and I’d be 

happy offline to go into more of that with our questioner. 

 

Jeffrey Bartash: Thank you Governor. 

 

Coordinator: (Chris) (unintelligible) of Associated Press, you may ask your question. 
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(Chris): Hi. 

 

Man: Hi. 

 

(Chris): Hi. So just wanted to clarify so, you know, why do think there’s at least a 

small uptick in optimism of hiring? I mean presumably that’s also because 

sales are going up or the expectation of higher sales. Is that, you know, people 

see more consumer demand, business demand? Just trying to get a little more 

of a how and why there is at least a small increase in optimism. Thanks. 

 

Jim McNerney: Yes. I think it’s driven by recovery in the United States which is what this 

number is. But the employment and capital expenditures are also linked to 

growth in developing markets particularly China. But that’s partially offset by 

a very difficult situation in Europe right now. And so we’re seeing no growth 

to even negative growth in some places in Europe offset by a modest recovery 

in the United States and continued high growth in Asia. That all nets out to the 

kind of modest impact (that are) favorable on our operations that are noted in 

the results. 

 

(Chris): So even with some of the concern about slower growth in China, I mean 

things are motoring along in China and the rest of Asia? And is that also 

Japan? Is there some hope coming out of Japan there as well? 

 

Jim McNerney: Yes. I mean I think China, you know, has gone from 8% to 6-1/2%. That’s 

still a lot higher than the rest of the world and so it’s a very favorable impact 

on the mix of impact on us. And Japan, I think the jury’s still out on the 

impact of the loose and fiscal and monetary there so called abenomics. 

 

(Chris): Right. 
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Jim McNerney: And I know they’re hoping that this will have a stimulative effect and there 

are some signs that a more competitive currency and more competitive 

interest rates are going to be taken up by companies, but I don’t think it’s been 

proven yet. Their equity markets wild swings seem to indicate that there’s still 

hope, but there’s not yet evidence. 

 

(Chris): Got you. Thanks. 

 

Jim McNerney: Okay. You’re welcome. John do you have anything to add there? 

 

John Engler: Well, we don’t get into the breakdown by sectors very much but, you know, 

we do - we peak at that. It’s pretty clear that there is some growth and hiring 

in the healthcare sector. I mean it’s been pretty widely reported out there and 

I’m not sure, but that isn’t - and in contrast manufacturing is kind of headed 

the other direction a little bit. So you’re kind of taking a look at those, you 

know, drivers on that slight gain on employment there, you know, some of it’s 

probably healthcare related. 

 

(Chris): Well but I mean is it - I’m sorry but just on a more general level, do you see it 

as consumer driven (event) or of any - I mean looks like capital spending is 

barely rising according to John’s survey? So can we just - is it safe to say 

some of this reflects some consumer demand? 

 

John Engler: I think... 

 

Man: Yes. If you look at... 

 

John Engler: I would like - not as much as I’d like. I think there’s some business 

requirements where you’ve, you know, autos has been, you know, autos 
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would be one bright spot. Again they, you know, separately been reporting 

hiring and in some cases they’ve curbed their summer layoffs too so there’s - 

it’s decidedly a mixed picture. If you look back a year ago Second Quarter of 

’12 was actually about five points higher than it is today. So it’s, you know, 

we just kind of - as this indicates, you know, a slow progress, you know. 

 

(Chris): Right. 

 

John Engler: Or road to recovery I guess will be (unintelligible) (in the release). 

 

(Chris): Yes. Okay, thank you. 

 

Coordinator: Lorraine Woellert of Bloomberg News, you may ask your question. 

 

Lorraine Woellert:  Hey guys. So... 

 

Man: Hi. 

 

Lorraine Woellert:  ...again on jobs. When we - your companies say that they expect, you 

know, a slight increase in hiring is this - they’re talking globally right or... 

 

((Crosstalk)) 

 

Lorraine Woellert:  ...this is not US? 

 

((Crosstalk)) 

 

Jim McNerney: ...US jobs. 

 

Lorraine Woellert:  It is US? 
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Jim McNerney: Yes. 

 

Lorraine Woellert:  Okay good. And then this kind of goes back to the last question. The jobs 

growth we have seen, yes there’s been, you know, healthcare has been one 

place, (unintelligible) has been another but a lot of these jobs have been - in 

the US have been these, you know, service jobs and, you know, low paying 

jobs. You know, has manufacturing and other types of businesses still more 

overseas? Are we going to see less growth in the future on these higher paying 

higher skilled jobs? 

 

Jim McNerney: Well, I think you’re seeing - I don’t think you’re seeing negative growth in the 

high skilled areas. I mean I would say Boeing is an example of that quite 

frankly and it’s - but it’s not going through the roof either. I mean it’s - I think 

all, you know, John pointed out healthcare and construction and some 

automotive a little faster but I think the overall point is that it’s pretty muted 

and it’s pretty across the board and I think - but then you turn to the legislative 

agenda immigration, tax reform, dealing with entitlements in a balanced way. 

 

 Those are the things that need to be done to encourage the value added jobs to 

grow disproportionately to the less value added jobs and so we’d like to see a 

breakout of those jobs. It would benefit the country. It would benefit our 

global competitiveness. 

 

 But a lot of those companies need long-term investment confidence and need 

some certainty in these areas I mentioned because they are the ones that have 

to put the most money out front in either the form of R&D or big capital 

expenditures. And right now it’s very restrained and so that rip turns to the 

immigration agenda, the tax agenda, the fiscal solution agenda, and the 
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entitlement agenda. So I think the story is it remains constrained until we get 

some certainty. 

 

Lorraine Woellert:  So I mean, but are you saying then that the reason we’re not seeing these 

value added jobs is solely because of US policy or, you know, there’s no sort 

of - it’s... 

 

((Crosstalk)) 

 

Lorraine Woellert:  ...not the trends in the globally economy that are also causing the shift? 

 

Jim McNerney: No, I didn’t... 

 

Lorraine Woellert:  Okay. 

 

Jim McNerney: You said I said (unintelligible). I did not say solely. What I... 

 

Lorraine Woellert:  Okay. 

 

Jim McNerney: What I meant to say if I wasn’t clear... 

 

Lorraine Woellert:  Okay. 

 

Jim McNerney: What I meant to say was that a way to provide some tailwind to this because 

you’re right, these are driven by the global economy which is sluggish right 

now. But a way to give an overall incentive and boost to these kinds of 

businesses and these kinds of jobs are to address these issues in Washington 

that really do relate to our fundamental competitiveness as a nation. So that’s - 

I’d phrase it that way. 
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Lorraine Woellert:  Okay. Thank you. 

 

John Engler: And Lorraine, I think, you know, Jim’s quote in the release would be 

unresolved long-term fiscal tap on certain political environment... 

 

Jim McNerney: That’s right. 

 

John Engler: ...and some of that - just takes energy where there’s a lot of uncertainty 

swirling about. Clearly we have an energy opportunity - be a first mover 

because we’re the first nation to really be able to take full advantage of this 

unconventional recovery of gas and oil and we could be in our opinion and we 

put out an energy report at the Roundtable on this much more aggressive in 

capitalizing on that right now. You’re seeing some good news because of that 

and despite everything just because the energy advantage is so pronounced 

today. 

 

 And there’s other areas like Apple just announced that, you know, they’re 

going to do assembly back in the US which is a departure. I mean they’re 

inshoring and we’re seeing, you know, there’s some estimates from tens of 

thousands of jobs have come back that way. It takes a lot of jobs to move 

these numbers very much, but those are all hopeful little green chutes that you 

look at and say boy if we could just get our policy right and provide the 

certainty of the environment the US is poised to do some pretty - I think great 

things economically. 

 

Lorraine Woellert:  Okay. Thank you. 

 

Coordinator: Jonathan House of the Wall Street Journal, you may ask your question. 
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Jonathan House: Yes hello. Two quick questions. You mentioned immigration so I understand 

that you believe that immigration reform would be a positive for business. Are 

there no possible negatives down sides to this? And on a related issue 

something, the idea of the - that the slow hiring climate, is part of this also 

related to difficulties in finding and matching workers with the correct skills 

to the jobs that are available? 

 

Jim McNerney: Yes. I mean I’ll take a shot at those. I mean I see very little negatives in 

immigration reform balanced in immigration reform which is largely being 

debated now so I’m hopeful. I think it encourages highly skilled workers 

where we do have some mismatches sort of anticipating your second question 

where we do have some mismatches between skills and people to fill - and the 

jobs that need the skills. There are a lot of unfilled high tech jobs that would 

be better filled after immigration reform than they are being done today so. 

 

 And it also anticipates some folks being able to come in and start lives in the 

United States taking up jobs on the lower end that aren’t being taken up either 

by our current - by the current population. So there’s a lot of positives there 

and I think the only negative will be in the implementation of it if it becomes a 

very onerous implementation. That can happen from time to time in the 

implementation of these things. That would be the only negative I could think 

of. 

 

 And yes, I’ve already sort of answered your second question. There are clearly 

a lot of jobs in this country that are unfilled because we don’t have - and I see 

it in my world - the science, technology, engineering, and (math) capability 

that we need in the base population. And immigration reform would - and that 

is slowing us down just a little bit. 

 

Jonathan House: Okay. Thank you. 
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Jim McNerney: Yes. 

 

Coordinator: Kent Hoover from the American City Business Journal, you may ask your 

question. 

 

Kent Hoover: Yes, I wanted to ask you about the, you know, the prospects for, you know, 

long-term entitlement reform of the fiscal picture. You mentioned that early 

on as one of the major impediments. It seems like, you know, since three 

months ago when you guys last reported on your survey that not much has 

been accomplished on that and perhaps the outlook for a resolution may be 

dimmer now than it was three months. I would what do you think? What’s 

your optimism level as far as Congress finally tackling this? 

 

Jim McNerney: Well, I’ll answer that. John will give you probably a more detailed answer, but 

I agree with you. I don’t much has happened. And not notwithstanding that 

tax revenues have sort of gone up recently probably in part of anticipation of 

higher tax rates. I think there has been nothing substantive that’s any closer to 

legislation than it was a few months ago. So I am always optimistic, but we’re 

still not close there as I see it. John, you could probably give a better answer 

there. 

 

John Engler: Well certainly I think the progress has been non-existent in fact in some ways 

going the opposite direction. You’ve got the defense authorization bills that 

are in front of the Congress right now and they’re way above what would be 

sequestration levels and they’re reflecting what the committees are assessing 

to be real needs over on the military side. 

 

 But at the end of the day unless there is some grand bargain how do you avert 

what’s already programmed with sequester and that’s - so there’s a lot of 
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momentum for doing something, but there’s almost no momentum in terms of 

having a consensus about what that is that should be done. And I think the fact 

that the Senate has to build was a contribution but they’re far, far apart. 

 

 Now I will say this in both Houses and you’ve got members who continue to 

work at this and there’s a lot of outside pressure coming to this. A lot of stuff 

starts to collide. You know, the across the board cuts again would kick in on 

October 1 if there’s no impact and you’ve got - you do have a debt ceiling 

even though the numbers are better. That’s still going to have to be dealt with. 

So we’ve got all of - the pressure points are building for the fall. 

 

 I think it’s just not right yet and they’re not going to deal with it until they’re 

up against the wall with the deadline right in front of them. So I think when 

we do the September report we probably should talk about this and we’ll be 

much more I think able to speculate on how this might work out. But I don’t 

think much will change over the summer. 

 

Woman: Our final question operator? 

 

Coordinator: Our final question comes from Jim McTague of Barrons. You may ask your 

question. 

 

Jim McTague: Good morning. 

 

Jim McNerney: Good morning. 

 

Jim McTague: I have a question about Obamacare, the elephant in the room. Are you able to 

tell through this survey how much of the non-hiring is due to Obamacare? 
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Jim McNerney: Not specifically. I guess that’s the clean answer. Everybody has an opinion, 

but the data here does not inform the answer to that question. 

 

Jim McTague: Okay. 

 

John Engler: Yes that’s right. There’s nothing that we aren’t releasing that would answer 

that question. I mean it’s not... 

 

((Crosstalk)) 

 

Jim McNerney: We’d answer if we had it. We don’t have it in this case. 

 

Jim McTague: Okay. A related question, you talk about the jobs mismatch. Do you find it 

difficult to hire people at a certain wage level people who are unemployed 

because they’re better off on unemployment receiving benefits than they 

would be accepting an equivalent salary? 

 

Jim McNerney: I think there’s a lot of anecdotal evidence that suggests that’s the case in some 

industries. I think the bigger issue is the one I mentioned earlier which is that 

for skilled labor and for highly technical jobs we can’t find enough in the 

economy for those and that really impacts our competitiveness also. So it’s 

both the high end and the low end where you see less hiring than you should. 

 

John Engler: Yes and Jim, I can maybe address on the... 

 

Jim McNerney: Yes. 

 

John Engler: ...lower skill one because that somewhat goes back to my days with the 

Manufacturers Association and obviously a lot of BRT member companies. I 

mean they’re not - their wages are substantially above what would be 
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minimum wages. But there’s no question that the duration of unemployment 

benefits have allowed people to be out of the work force for a long period of 

time. 

 

 And one of the things we documented this is no surprise when I was in 

governor in Michigan is we looked at long-term unemployment, the longer 

someone’s separated from the workforce for any reason whether that’s a 

workers’ comp case, a work-related injury, or it’s simply losing their job and 

having their employment go away it’s harder to get them back. 

 

 And so you always needed to put the premium on getting somebody right 

back into employment and the very long-term unemployment benefits have 

really worked against this. So in trying to do what was helpful and the right 

thing, it may well at the end of the day proving to be counterproductive. And 

that’s why you’ve got a debate in the Congress on the part of some that say 

look we ought to take a lot of this unemployment and really turn that 

immediately toward skills training so we can make people re-employable. But 

there is plenty of evidence from some of these small manufacturers and people 

that are near the bottom line. 

 

 You know, people just don’t want to work or if they work for a month and 

then they’ll go off, you know, and fish or something. I mean it isn’t - it’s not a 

healthy situation that we’ve gotten. It does need attention. 

 

Woman: Okay. I think we’re... 

 

((Crosstalk)) 

 

Woman: I think we’re ready to wrap up (Corey). 
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Coordinator: Thank you. This concludes Business Roundtable’s briefing on the Second 

Quarter 2013 CEO Economic Outlook Survey. A transcript of this call will be 

available tomorrow. Please visit www.brt.org for more information. Thank 

you. 

 

 

END 


