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

on its Third Quarter 2012 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-sized businesses annually. 

 

 The results of Business Roundtable Third Quarter 2012 CEO Economic 

Outlook Surveys reflect expected business conditions from its member 

companies’ prospectus for the next six months. Conducted quarterly since 

fourth quarter 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’s survey was completed between August 30th and September 

14th. One hundred and thirty-eight CEOs completed the survey. You can find 

an interactive chart illustrating these results from previous quarters and 



BUSINESS ROUNDTABLE 

Moderator: Jim McNerney 

09-26-12/10:00 am CT 

Page 2 

comparisons with key economic metrics such as GDP and employment at 

www.brt.org/ceo_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 the 

question-and-answer session where you will be given the opportunity to ask 

questions about the CEO Economic Outlook Survey. 

 

 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. 

 

 With that, I will now turn things over to our host, Mr. Jim McNerney, 

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

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

Business Roundtable. 

 

 Mr. McNerney? 

 

Jim McNerney: Thank you and hello. And thank you all for joining us for the release of 

Business Roundtable’s Third Quarter 2012 CEO Economic Outlook Survey. 

 

 This quarter’s survey shows a downturn from last quarter in CEO expectations 

for sales, capital expenditures and employment over the next six months. 

Expectations for overall 2012 GDP growth weakened from a previous 

estimate of 2.1% to this quarter’s estimate of 1.9%. 

 

 These results reflect global demand flattening out, particularly in Europe and 

China, but also a number of domestic policy issues that could have a near-
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term negative impact on the economy and the business climate, including 

automatic tax increases across the board, spending cuts and the failure to raise 

the debt ceiling, so called “fiscal cliff,” and the uncertainty attendant to it 

certainly is cold water on long-term planning. Until a path to a resolution of 

these issues is identified, business confidence will likely remain under 

pressure. 

 

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

next six months, we found that on sales, 58% of member CEOs anticipate 

sales will increase in the next six months, down 17% from that same 

expectation last quarter; 27% expect sales remain the same, up from 20% the 

last quarter; and 15% of our CEOs expect sales to decline, a 6% increase from 

last quarter. 

 

 On capital spending, 30% of member CEOs project higher spending in the 

next six months, which is down significantly from the 43% last quarter; 51% 

expect spending to remain the same, up from 45% last quarter; and 19% 

project a decline, up from last quarter’s 12%. 

 

 On employment, 29% of member CEOs expect to add US employees, which 

is down 7 points from 36% last quarter; 37% expect deployment to remain 

steady, which is down 7 points from 44% last quarter; and 34% project lower 

employment, up from 20% in the second quarter of 2012. 

 

 Each quarter, as most of you recall, we combine 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. As I mentioned, 

this quarter’s CEO Economic Outlook Survey Index reflects a pretty 

significant downturn in expectations, falling from 89.1 in the second quarter 

of 2012 to 66 for the third quarter of 2012. 
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 I do want to remind you, however, that our index is a composite fusion index 

centered on 50, and results can range from negative 50 to positive 150. And an 

index reading lower than 50 is consistent with overall economic contraction 

while a reading above 50 is consistent with expansion. 

 

 So this result would reflect a slower expectation of expansion than the last 

results, but still a very, very modest expansion, as for 66 compared to the 50. 

 

 In closing, CEOs’ overall expectations shifted downward in each of our 

measures -- sales, investment and employment. And projections for 2012 GDP 

growth are also down from last quarter, which is consistent with the sluggish 

US economic recovery and the recent slowdown in job creation. 

 

 The past quarter had seen continuing concerns about uncertainties surrounding 

the fiscal cliff, the continued inaction in Washington that is holding up much-

needed tax, fiscal, entitlements and regulatory reforms that would provide 

certainty for businesses, reassure markets and enhance US economic growth. 

That, on top of moderated demand in China and Europe is really the story. 

 

 We’d be happy to take your questions now. Thank you. 

 

Coordinator: If you’re on the phone and would like to ask a question about Business 

Roundtable 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 question. 

 

 Scott Malone of Reuters, you may ask your question. 
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Scott Malone: Hi. I was wondering if you could discuss what companies are doing to prepare 

for this risk of the fiscal cliff. Are there any actions that they’re taking, and to 

what extent is this influencing hiring decisions? 

 

Jim McNerney: Well, it’s hard to generalize, although I think anecdotal evidence combined 

with the data that I just shared with you says restraint on major projects is the 

- a characteristic across companies. I think also because the tax and regulatory 

environment that will confront them over time is not clear. And I think there’s 

some data out there to support that. 

 

 I think on the employment side, without a lot of growth in front of them 

anticipated, working productivity (are) hard in part to respond to the 

uncertainty. And it’s not quite yet being replaced by additional growth. I think 

the - when you’re below 2% in anticipated growth, you’re not adding jobs. 

And I think that’s the situation that a lot of companies are finding themselves 

in. There are exceptions to that, but I think that’s a fair generalization. 

 

Scott Malone: I guess what I would wonder is, I mean, we’re getting into this catch 22 

situations that Dave Cote of Honeywell -- I’m sure you know -- spoke about 

last week where, you know, companies have money, consumers don’t, 

governments don’t. What companies lack is the confidence to spend the 

money. Is there anything that companies can do on their own to spark things 

to get things moving? 

 

Jim McNerney: Well, I think most companies are trying hard. I mean, I think all of us are 

trying to find markets and trying to innovate. There is demand weakness. I 

mentioned China and Europe, which is a huge part of the global economy. 

 

 I think some clarity in both the fiscal situation in Europe, which is sort of 

rooted in sovereign debt and the banks, and some clarity in the US tax and the 
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issues around the fiscal cliff I think will help a lot. That’s a personal view. I 

think it’s reflected in some of the input that we get that Dave’s comments 

would be consistent with that. 

 

 And so I think we’re at a place - and hopefully at the election in the US, there 

will be an impetus to resolve some of the things that have remained 

unresolvable. And the Europeans are showing signs of addressing the fiscal 

issue. I think those two things will help a lot. 

 

Scott Malone: Thank you. 

 

Jim McNerney: Yes. 

 

Coordinator: Eric Morath of Dow Jones Wall Street Journal, you may ask your question. 

 

Eric Morath: Hi. I wanted to see if the survey gave you any sense of, you know, what types 

of businesses, what industries are most being affected by the pending fiscal 

cliff and the uncertainty, and which ones are less worried about that. 

 

Jim McNerney: The survey results do not have that fidelity. It’s sort of 138 respondees, I 

think, across. And so I think it’s more characterized by it being a cross-section 

of results than a valid slicing and dicing by industry or by company. So I’d 

hesitate to make a comment there. 

 

Eric Morath: From your own, you know, discussions with those CEOs, do you get a certain 

sense that their industries are more affected, less affected? Can you speak 

about your industries that you’re involved in? 
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Jim McNerney: Well, I think the longer the time horizon for investment, the more the 

uncertainty impacts you. I mean that’s my anecdotal feeling, both in my 

business and others who have long, long cycle businesses. 

 

 I think without a little more certainty on tax, regulation, deductibility, yes or 

no of investment or R&D tax credits, I mean it really puts pressure on the 

long-term investor. And I would - my guess would be that that’s where more 

the pressure would be. 

 

Eric Morath: Okay. Thank you. 

 

Jim McNerney: Yes. 

 

Coordinator: Again as a reminder, if you would like to ask a question, you may press star 1 

on your touchtone phone. 

 

 Chris Rugaber of AP, you may ask your question. 

 

Christopher Rugaber: Hi. I’m just wondering if there was any sense you can provide about sort 

of the weights on some of these things clearly CEOs are concerned. And you 

mentioned the Europe and China slowdown, along with the fiscal cliff. 

Anything - given how bad things are in Europe, any sense of whether that’s a 

bigger problem than the fiscal cliff or vice versa? 

 

Jim McNerney: I think they’re both significant issues. One impacting investment -- that would 

be the fiscal cliff -- and forcing companies to sort of rein in because they don’t 

know what to anticipate. 

 

 So that’s more employment-investment-related in my opinion; whereas 

Europe is more sales are going down fast in Europe. How do we deal with it? 



BUSINESS ROUNDTABLE 

Moderator: Jim McNerney 

09-26-12/10:00 am CT 

Page 8 

 

Christopher Rugaber: Right. 

 

Jim McNerney: You know, it’s more of a demand issue, more of a recessionary environment 

over there. 

 

 So they both have different impacts -- one impacting employment-investment, 

one impacting sales. But they’re both negative and they both would be picked 

up by this survey which cuts across those elements. 

 

Christopher Rugaber: Any - and does this survey give you any sense of whether just getting the 

election behind this - I mean, there’s talk, you know, on the lame duck even if 

there’s just a three-month or six-month kicking the can down the road of the 

fiscal cliff. Is that, you know, something like that combined with the getting 

the election behind this, is that enough to sort of reverse some of this 

gloominess or does there have to be some kind of longer-term fix? 

 

((Crosstalk)) 

 

Jim McNerney: Well, no. I think that would sort of - and depending upon what the kick-the-

can-down-the-road looks like, okay, I mean there could be... 

 

Christopher Rugaber: Right. 

 

Jim McNerney: ...a continuing resolution. But that also has a framework for resolving that. It 

has some commitments to cost takeouts in the government, as well as some 

revenue raisers. So you know what you’re in, in a framework that has teeth to 

it. So you know something will get resolved in the first half of the year. 
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 That would go a long way to removing the uncertainty. But if it’s just a kick-

the-can-down-the-road without that kind of a framework, then I think it’s just 

continued purgatory and uncertainty. 

 

John Engler: I think, Jim, the other thing I think... 

 

Jim McNerney: Yes. 

 

John Engler: ....we get at there is this - I believe there were some 60-plus provisions of the 

tax code expired last December 31. So this is something new. It grows more 

acute. 

 

Jim McNerney: Yes. 

 

John Engler: This is an ongoing level of risk and uncertainty that just urgently needs to be 

addressed because this is like the same problem the NFL is having. And you 

see that pretty clearly, the players are not quite clear how to play the game 

because the refereeing is so bad. Well, if the legislating is so bad, how do you 

play the game on taxes, on regulations and the things that Chairman 

McNerney has been talking about? 

 

John Engler: Right. 

 

Jim McNerney: I thought a Detroit Lions fan wouldn’t have felt so bad about the Packers. 

 

John Engler: Oh, I’m for the game, you know. It’s the game here, the integrity of the sport. 

 

((Crosstalk)) 

 

Christopher Rugaber: Well, just - okay. 
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John Engler: (Unintelligible). The Packers are okay. 

 

Christopher Rugaber: Right. So - and I’m sorry. So if there is some kind of a delay in the fiscal 

cliff, it has some kind of framework or cuts and revenue raisers. And then that 

would help. 

 

((Crosstalk)) 

 

Christopher Rugaber: Okay. 

 

Jim McNerney: That would help. It would not substitute for a real deal in the... 

 

Christopher Rugaber: Right. 

 

Jim McNerney: ...lame duck. But it would be better than a pure CR kick-the-can-down-the-

road. 

 

Christopher Rugaber: Right. Thank you. 

 

Jim McNerney: You’re welcome. 

 

Coordinator: Danielle Kurtzleben of US World - US News and World Reports, you may 

ask your question. 

 

Danielle Kurtzleben: Actually, thank you. My question has been asked and answered. 

 

Jim McNerney: Okay. 

 

Coordinator: Kent Hoover of American City Business Journals, you may ask your question. 
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Kent Hoover: Yes, I was wondering on the fiscal cliff, is there any indication that concern 

has increased among your CEOs this quarter versus the previous survey? You 

know, the fiscal cliff is obviously growing closer. I mean, do you think some 

CEOs thought that maybe it would be resolved by now? But now they’re even 

more nervous as (unintelligible). 

 

Jim McNerney: I think that’s fair characterization. I mean I think the closer you get, the more 

nervous you get. And my guess is that’s reflected in the downward trend here. 

 

Kent Hoover: Yes. 

 

Coordinator: Once again, if you would like to ask a question, please press star 1 at this 

time. 

 

John Engler: Yes, while we’re waiting for the question, Jim, the point could be made. It 

was unthinkable that we’d run up to the edge on the debt ceiling when that 

first came up. 

 

Jim McNerney: Yes. 

 

John Engler: Albeit that happened once. It’s less unthinkable they might do it again. It was 

unthinkable there’d be sequestration. That’s why it was put in there. That was 

going to force the deal. But now it’s upon us. So it’s less unthinkable. But the 

risk then correspondingly increases. 

 

Jim McNerney: Next time we get that question, you answer it, John. 

 

John Engler: Oh I’m just... 
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Jim McNerney: That’s a good answer. 

 

Coordinator: Our next question comes from Niraj Chokshi of NTL Journal. 

 

Niraj Chokshi: Hey. That’s a National Journal. 

 

 I was just wanted to know, do you get any sense from your conversations with 

other CEOs that there might be some action taken or that they can apply some 

pressure after the election to get lawmakers to kind of to deal with this in a 

significant way? 

 

Jim McNerney: Governor, maybe you can handle that. 

 

John Engler: Well, I think that there’s no shortage of speaking out on the part of CEOs. 

And not only has the BRT been doing this, but all - I think all of the business 

organizations have joined in. This is a louder and louder (chorus). After the 

election, there actually are some plans to even use some of the paid media to 

kind of nudge. 

 

 But I think that the members of Congress understand they’ve got a problem 

and the problem grows more ominous as we get closer to these deadlines. So, 

you know, some of it depends on who wins the elections and what the lineups 

look like. Any changes or no changes, that all is a factor. 

 

 You would hope that after the election, we would say what can we do to help 

the country compete effectively. And Chairman McNerney earlier really gave 

you a good picture of some of the challenges around the world. This country 

is poised to do some really impressive economic things if we get our act 

together, if we make decisions, if we move ahead. 
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Jim McNerney: Absolutely. 

 

Coordinator: Chris Rugaber of AP, you may ask your question. 

 

Christopher Rugaber: And just real quick, getting back to what you said earlier on, the, you 

know, how you would make, you know, preference firstly, some framework 

over kicking the can down the road over just to CR. And you mentioned 

revenue raisers. So you guys would be willing - I mean what’s your take on 

the - do you guys have a sense of or preference in getting the fiscal cliff 

resolved? Would you prefer to see - would you be willing to see a tax increase 

just in terms - in order to get a deal or - and having... 

 

Jim McNerney: I think... 

 

((Crosstalk)) 

 

Christopher Rugaber: ...your (red lines) there? 

 

Jim McNerney: ...- yes, that’s a good question. I mean I think most of the CEOs would be 

characterized as pragmatic on this issue. I mean, most - we run disciplined 

organizations. So demanding productivity out of our government is important. 

So dealing with entitlements and using money productively, focused on 

healthcare cost, not just healthcare revenue, that would be the starting point 

for most of us. 

 

 But, you know, but we also recognize that there is some case for some 

revenue raisers. So we would probably not be uncomfortable starting 

somewhere in the Simpson-Bowles range and then having a debate from there. 
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Christopher Rugaber: Okay. Well, I just - I didn’t the follow the Simpson-Bowles thing so much. 

Is there a shorthand way of saying what was... 

 

Jim McNerney: Oh that was - well... 

 

Christopher Rugaber: ...in there in terms of revenue raisers? 

 

Jim McNerney: ...- the two mark-to-markets in this debate have been Simpson-Bowles, which 

was about... 

 

Christopher Rugaber: Right. 

 

Jim McNerney: ...three-to-one cuts to revenue raisers, and then there was the almost 

agreement between our President and the Speaker... 

 

Christopher Rugaber: Right. 

 

Jim McNerney: ...a year and a half ago, which was another three- or four-to-one cuts to 

revenue raisers. And so that might be a pragmatic place to start the discussion. 

Now obviously we would shade toward more cuts in the debate. And others 

might shade toward more revenue. But this - the complete Mexican standoff 

we have now is not getting us anywhere. 

 

John Engler: And that, I think it’s important as you think about... 

 

Jim McNerney: Yes. 

 

John Engler: ...as Chairman McNerney’s explaining this here, you know, there’s this long-

term - I don’t know, that fiscal cliff is probably the fiscal Everest if you think 
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about the long-term financial stability and fiscal health of a nation entitlement 

reform, tax reform. Those are big overarching questions. 

 

 There’s the shorter-term fiscal cliff, which is - you know, where you’ve got 

your debt ceiling, you’ve got the sequestration, you’ve got the expired tax 

rates. And so when you talk about shorter-term, some of that can be dealt with 

short of getting a great big deal, I mean dealing with that. 

 

Jim McNerney: Yes. 

 

John Engler: And that great big deal, probably if they agree the day after the election, 

which would probably be unlikely, they’d have trouble drafting it in a lame 

duck session in order to enact it. It’s that complex. But these other things are 

immediate. I mean, what do you do with a tax rate that expired at the end of 

December 31 of 2011? How do you file your 2012 taxes? Was the credit in 

effect for 2012 or not? 

 

Christopher Rugaber: Right. Right. 

 

Coordinator: Scott Malone of Reuters, you may ask your question. 

 

Scott Malone: Yes, it’s been asked and answered. Thank you. 

 

Coordinator: Niraj Chokshi of National Journal, you may ask your question. 

 

Niraj Chokshi: Hey. I just wanted to follow up. I was just curious, you had mentioned that 

there might be some use of paid media. Would that just be - is the message 

there just, you know, get something done, we want some long-term certainty 

or is that - might that actually be focused on, you know, particular policies 

that you’d want to see enacted? 
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John Engler: Do you want... 

 

((Crosstalk)) 

 

Jim McNerney: Yes, John, go ahead. 

 

John Engler: Okay. I think it’s a combination, obviously. I think - I break it down this way, 

I think there’re certain things that have to be done, should be done. 

 

 It was actually encouraging to see before this, you know, the election recess, 

trying to get the budget at least, so there was some continuity, and took us in 

the first three months of next year. I mean that actually showed cooperation. 

And they worked that out. I think there are a number of these things that they 

could be working out. 

 

 We would certainly - you know, we haven’t talked very much about it. But we 

think it’s on the economic growth agenda. And we certainly think tax rates are 

part of that. But there’s a number of things that could be done. I would expect 

the Keystone pipeline approval right after the election. That’s a good thing. 

 

 There are other permitting-type decisions that can be accelerated or the cloud 

can be lifted right after the election. So I would hope that it would be a 

complex agenda. And I say that recognizing that if the President is reelected, 

he’s got a significant transition, including most importantly for our 

conversation here, what happens at Treasury and OMB. And if president - 

Government Romney becomes President Romney, then he’s got a big 

transition. But the outgoing administration has, you know, several weeks 

which they can make decisions. 
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 So there’s a lot in play. But I think what the business community - and I think 

it’s everybody from the NFIB to the Chamber of Commerce, to the 

manufacturers, to the BRT, is look, decision-makers, policymakers in 

Washington, let’s start deciding things and move out here because the world is 

pretty risky today; a lot of clouds - storm clouds out there. We can lead. But 

you can’t lead by not making decisions. 

 

Niraj Chokshi: So, you know, the paid media that you mentioned, it would come probably in 

the form of just - we just want some clarity. Whatever it is, just give us clarity. 

Is that right? 

 

John Engler: Yes. Yes. So, I mean, I - you have to be careful. No one would quite say 

“whatever it is.” 

 

Niraj Chokshi: Sure. Right. 

 

John Engler: You know, there are people who could do a lot of damage out there. But I 

think reasonable people in both parties coming together, I think they could, 

you know, (unintelligible) (TNTR) didn’t get done. 

 

Niraj Chokshi: Right. 

 

John Engler: That’s something that we think is again immediately to be completed right 

after the election. There’s export control reform which we pushed on. And 

there’s going to be an opportunity to make some progress there. 

 

 So there’s a lot that can be done. And I would say as soon as we know who’s 

won the elections and who’s going to be running the House and the Senate, 

let’s check back in and see how robust this agenda can be. 
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Niraj Chokshi: Thank you. 

 

Coordinator: At this time, we have no further questions. I’ll turn it back to your speakers 

for closing remarks. 

 

Jim McNerney: I think we’re all set. Thank you very much. 

 

((Crosstalk)) 

 

John Engler: Mr. Chairman, thank you very much. And to all the reporters, thank you very 

much. And stay tuned. 

 

Jim McNerney: Okay. 

 

John Engler: Next survey will be the beginning of the second decade - BRT surveys. 

 

Jim McNerney: Okay, Governor. Take care. 

 

((Crosstalk)) 

 

Jim McNerney: See you. 

 

Coordinator: This concludes Business Roundtable’s briefing on the Third Quarter 2012 

CEO Economic Outlook Survey. A transcript of this call would be available 

tomorrow. Please visit www.brt.org/ceo_survey for more information. 

 

 Thank you. 

 

 

END 


