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A CEO CALL FOR ACTION

America faces many challenges in working together to restore the promise of economic growth and security for the

country, U.S. families and the American worker. The CEOs of leading U.S. companies believe in America and our ability to

once again meet this challenge. This belief in the inherent strengths of the United States and its people enables them to

see beyond America’s short-term difficulties to the brighter future that lies ahead. That future directly hinges on America’s

ability to lead globally, make optimal use of its impressive advantages, and always remember that its

greatest asset is American workers and their families. It is with this enduring faith that the CEOs of One out of every

Business Roundtable (BRT) confront the current challenges facing the United States. 12 Americans who are
willing and able to work

The challenges are both real and serious. Despite hopeful signs of economic recovery, America cannot find a jOb.

remains mired in the deepest jobs crisis since the 1930s. One out of every 12 Americans who are

willing and able to work cannot find a job." Approximately 13 million Americans remain unemployed.? Frustrated and

discouraged, millions more have simply given up looking for work altogether. To be sure, the severe job losses experienced

during the depths of the 2007-09 recession have ended, and the unemployment rate fell from 9.4 percent in December

2010 to 8.5 percent in December 2011.3 But vigorous and sustained job creation has not returned at the level required to

put America back to work, and the numbers of long-term unemployed remain at record levels.

America also faces a serious threat to future U.S. competitiveness and has been slow to respond. While America’s political
system remains frozen in gridlock, unable to address virtually any of the big issues facing U.S. society, the rest of the world
is not standing still. Other nations that compete with the United States for jobs, business investment and export markets
are not taking a year off from meaningful policy changes until the U.S. elections are finished.

Americans recognize that Washington has failed to act. The public’s frustration with Washington’s inability to tackle serious
issues crystallized during the debt ceiling debate, creating a negative impact on the economy. In the two months following

that event, consumer confidence declined by 16 points — more than the declines seen following the Iran hostage crisis, the
9/11 attacks or the collapse of Lehman Brothers.*

While the near-term economic outlook remains uncertain, the CEOs of BRT have enormous confidence in the intrinsic
strengths of America and its people. They believe that American ingenuity, hard work, productivity and entrepreneurship
remain our greatest assets. In addition, our remarkable social stability, the world’s finest legal system, a large and
sophisticated internal market, abundant natural resources, and efficient capital markets continue to make America a great
place to invest and grow. Putting America back to work, restoring robust U.S. economic growth, and creating economic
opportunity for America’s workers and families, however, require an active strategy that builds on America’s advantages to
create a business environment that allows companies to invest, grow and create jobs.

The CEOs of BRT have a plan to revitalize U.S. economic growth and job creation. They believe that America’s business
leaders have an obligation to bring their real-world experience on economic matters to public policy, especially in a time
of widespread joblessness and economic distress. Job creation depends on economic growth, which cannot occur unless
businesses are free to innovate, invest and grow. Taking Action for America is a comprehensive plan to jump-start new
business investment and knock down barriers to economic growth. It includes pragmatic, actionable recommendations
organized into three broad categories:

Taking Action for America: A CEO Plan for Jobs and Economic Growth
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Bureau of Labor Statistics. (2012). Current population survey. Washington, DC: U.S. Census Bureau. Retrieved from www.census.gov/cps
Ibid.
Ibid.

Mclnturff, B. (2011). Michigan consumer sentiment index. Alexandria, VA: Public Opinion Strategies.
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SOUND FISCAL POLICY

Fast Facts

» U.S. debt levels have jumped sharply in recent
years. The ratio of publicly held debt to gross
domestic product (GDP) has nearly doubled
from 36 percent of GDP in 2007 to 68 percent
of GDP in 2011

» Under the Congressional Budget Office’s
(CBO) alternative fiscal scenario projection,
which assumes the widely expected
continuation of certain policies, publicly held
debt will exceed 100 percent of GDP in 2022
and approach 190 percent of GDP in 2035.2

» Under the alternative fiscal scenario, the
CBO estimates that national income will be
2 percent to 6 percent lower in 2025 and
7 percent to 18 percent lower in 2035.3

Without a meaningful policy response, the U.S. debt-to-
GDP ratio is expected to soar to more than 100 percent
by 2022.
Federal Debt Held by the Public, 1970-2022
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Budget Outlook, Alternative Fiscal Scenario (June 2011).

Sources: U.S. Census Bureau, Statistical Abstract of the United States: 2012 (Table 470); CBO Budget
and Economic Outlook. Fiscal Years 2012-2022 (Jan. 2012); CBO’s Long-Term Budget Outlook
(June 2071)

» CBO projects that spending on Social Security, Medicare and Medicaid will account for 53 percent of all
federal spending in 2020,* up from 28 percent in 1980.

» Under the alternative fiscal scenario, the CBO
projects that total spending will increase to
34 percent of GDP by 2035 — compared to an
average of 21 percent over the last 30 years.
Under this scenario, the deficit will exceed
15 percent of GDP in 2035. Interest payments
on that debt will rise from about 1.5 percent
of GDP today to 9 percent by 2035.°

» Stanford University and University of Chicago
economists recently estimated that policy
uncertainty has dramatically reduced economic
activity in the United States in recent years.’”
Eliminating uncertainty over future fiscal
policy and adopting policies that stabilize the
debt sooner rather than later would boost
confidence among consumers, investors
and businesses. These improvements would
contribute to higher long-term incomes and
higher living standards for American families.

As a share of total government outlays, health care
costs are projected to grow out of control in the coming
decades.

Federal Spending by Category, as a Percentage of GDP
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Source: CBO’s Long-Term Budget Outlook, Alternative Fiscal Scenario (June 2071)
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SOUND FISCAL POLICY

Long-term fiscal health is a tangible indicator of effective governance and an essential aspect of an attractive business
environment. Nations that manage their fiscal and monetary affairs responsibly are rewarded by the marketplace with
low borrowing costs and strong currencies. Conversely, a growing and unsustainable debt burden can undermine
confidence, increase business uncertainty, disrupt financial markets and increase government borrowing costs. If not
addressed, large debt burdens will have painful economic consequences, including high unemployment, chronically weak
consumer confidence and a slowdown in investment.

U.S. debt levels have jumped sharply in recent years. The ratio of publicly held debt to GDP has nearly doubled in the
last four years, up from 36 percent in 2007 to 68 percent in 2011, driven in large part by the recession of 2007-09

and the financial meltdown of 2008.2 However, the CBO has estimated that even if the economy were operating at full
capacity today, the deficit would be reduced by only about one-third, and total debt would continue to grow.® As debt
grows relative to the economy’s ability to service it, private investment may be seriously reduced. As seen in Greece and
other European nations, where unproductive economies cannot service
fast-rising debt, the resulting loss of international confidence can “Businesses know how to create jObS'

cause interest rates to soar in a matter of months or even weeks — create value, and win in a diverse

and quickly make a debt situation unsustainable. Economists Carmen global market. Most CEOs believe the

Reinhart and Kenneth Rogoff have recently estimated that levels . .
, , , o fundamental engine of American
of indebtedness as high as those on the United States” horizon are

associated with sharply lower growth.™ business is sound. If Washington

and business can once again find the
While some reduction in U.S. deficits should be expected as the abi/ity to get aligned on fundamental
economy continues to recover, the most significant long-term obstacle o ) ) )
. -, . _ priorities, American business will once
to reducing the nation’s large and growing annual budget deficits
is the increasingly unsound financial footing of the entitlement again unleash America’s economic
programs: Social Security, Medicare, Medicaid and other health potential.”

programs. Driven by demographic trends and fast-rising medical costs,
— W. James McNerney, Jr.,

Chairman, President and CEO, The Boeing
Company, and Chairman, Business Roundtable

these programs will claim an ever-growing portion of the federal
budget and, without meaningful policy reforms, will produce a number
of negative consequences for the U.S. economy.

Projections of fast-rising government debt tend to erode confidence among financial markets and their investors. As the
economy recovers, increased borrowing by the government will drive up interest rates, crowd out private investment,
and make the U.S. economy more dependent on foreign borrowing and foreign investment. To the extent that private
capital stock investment is smaller than it would be otherwise, the United States will experience a smaller productive
capacity, reduced GDP and lower future living standards for American families.

Although an unsustainable debt position need not — and usually cannot — be addressed in a short period of time,
markets and investors may be reassured by tangible and credible steps taken by political leaders seeking long-term

solutions.

Taking Action for America: A CEO Plan for Jobs and Economic Growth



SOUND FISCAL POLICY

First, policies to enhance the credibility of long-term fiscal realignment, including immediate efforts to place Social
Security, Medicare and Medicaid on a sustainable path, can boost consumer, business and market confidence in the
near term. Second, medium-term and long-term fiscal consolidation must balance spending and revenues. Fiscal
consolidation efforts undertaken primarily through cuts in government spending are likely to be more successful over

the longer term than fiscal consolidation that relies primarily on tax increases."

Sound fiscal and monetary policies can reduce real interest rates and stimulate private investment. These results support
higher levels of capital spending and employment, which in turn increase productivity and consumer confidence,

creating a virtuous cycle of economic prosperity.

Solutions

»  Given the need to reduce future annual federal budget deficits by significant amounts, keep economic growth
as a core principle of fiscal reform. Without healthy growth, it will be dramatically more difficult to reduce
future deficits. Securing America’s safety net — including Social Security, Medicare and Medicaid — for future
generations in a sustainable and fiscally responsible manner must be another core principle of fiscal reform. A
considerable amount of work has been devoted to fiscal policy reform. The Bowles-Simpson'? and the Rivlin-
Domenici' plans, for example, represent thoughtful, nonpartisan approaches that include significant policy

solutions for America’s leaders to consider and take action upon.

Now is the time for the debate to stop and for our elected leaders to act by sending a powerful signal to the world:
America is serious about addressing its fiscal challenges. BRT CEOs urge Congress and the President to coalesce

around a multiyear growth and deficit reduction plan to restore long-term stability to the U.S. economy, including:

Passing prudent reforms to reduce the growth of both discretionary and mandatory government spending,
focusing on reforms to America’s safety net. No area of spending should be off limits. Programmatic reforms
— building from recommendations by the Bowles-Simpson, Rivlin-Domenici and other plans — will be needed
to modernize and preserve the social safety net so that these benefits are available to future generations.

Enacting a modern and fiscally responsible competitive tax code similar to the rest of the world that spurs

economic growth and job creation and funds government programs and commitments.

Stabilizing and reducing federal debt relative to the size of the economy by achieving a balanced federal
budget, excluding interest payments on the debt, within the next five years.

» Reach a consensus as a nation as to the size of government that the United States can afford and the budget
priorities within this target — mindful that employment, investment and growth often slow when government is an
unsustainably large portion of the economy. It is clear that the government cannot take a larger percentage of the

nation’s GDP without sacrificing the opportunities of future generations.

Business Roundtable



SOUND FISCAL POLICY

Most Americans understand that neither families, nor states, nor nations can prosper if they persistently and dramatically
spend more than they take in. Large-scale deficit spending has been the norm in the United States in recent years. The
current fiscal path is unsustainable, and the nation can no longer afford continued inaction. BRT’s members stand ready
to contribute their experience, expertise and commitment to act. America’s economic future and credibility in global

fiscal markets depend squarely on its willingness to demonstrate leadership and solve these problems — now, not later!

1 Congressional Budget Office. (2012). The budget and economic outlook: Fiscal years 2012 to 2022. Washington, DC. Retrieved from
http://cbo.gov/doc.cfm?index=12699

2 Congressional Budget Office. (2011). CBO’s 2011 long-term budget outlook. Washington, DC. Retrieved from www.cbo.gov/doc.cfm?index=12212
3 Ibid.

4 Congressional Budget Office. (2012). The budget and economic outlook: Fiscal years 2012 to 2022. Washington, DC. Retrieved from
http://cbo.gov/doc.cfm?index=12699

5 Congressional Budget Office. (2012). Historical budget data. Washington, DC. Retrieved from www.cbo.gov/topics/budget/historical-budget-data
6 Congressional Budget Office. (2011). CBO’s 2011 long-term budget outlook. Washington, DC. Retrieved from www.cbo.gov/doc.cfm?index=12212

7 Baker, S., Bloom, N., & Davis, S. (2011). Measuring economic policy uncertainty. Chicago, IL: University of Chicago Booth School of Business.
Retrieved from http://faculty.chicagobooth.edu/steven.davis/pdf/PolicyUncertainty.pdf

8 Congressional Budget Office. (2012). The budget and economic outlook: Fiscal years 2012 to 2022. Washington, DC. Retrieved from
http://cbo.gov/doc.cfm?index=12699

9 Congressional Budget Office. (2011). The portion of the deficit due to cyclical weakness. Washington, DC. Retrieved from www.cbo.gov/doc.
cfm?index=12440

10 Reinhart, C., & Rogoff, K. (2010). Growth in a time of debt. Cambridge, MA: National Bureau of Economic Research. Retrieved from
www.nber.org/papers/w15639

11 Hassett, K., Briggs, A., & Jensen, M. (2010). A guide for deficit reduction in the United States based on historical consolidations that worked.
Washington, DC: American Enterprise Institute for Public Policy Research. Retrieved from www.aei.org/papers/economics/fiscal-policy/a-guide-
for-deficit-reduction-in-the-united-states-based-on-historical-consolidations-that-worked/

12 National Commission on Fiscal Responsibility and Reform. (2010). The moment of truth. Washington, DC. Retrieved from www.fiscalcommission.
gov/news/moment-truth-report-national-commission-fiscal-responsibility-and-reform

13 Bipartisan Policy Center. (2010). Restoring America’s future. Washington, DC. Retrieved from http://bipartisanpolicy.org/projects/debt-initiative/
about
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SMARTER REGULATION

The number of major rules is increasing. According
to the George Washington University Center

for Requlatory Studies, an average of 84 major
regulations per year were issued in the last two
years, compared to 62 per year during the Bush
Administration and 56 per year during the Clinton
Administration.’

An October 2011 Gallup poll of U.S. small
business owners found that complying with
government regulations is the most important
problem facing small businesses today (22
percent) — more than either low consumer
confidence (15 percent) or lack of consumer
demand (12 percent).?

The Office of Management and Budget (OMB)
conservatively estimates the aggregate cost of
105 regulations issued by federal agencies in

the past decade to be between $44 and $62
billion per year.> OMB also estimates that “the
total costs and benefits of all Federal rules now
in effect (major and non-major, including those
adopted more than 10 years ago) could easily be
a factor of 10 or more larger than the sum of the
costs and benefits reported.”*

According to Massachusetts Institute of
Technology economist Michael Greenstone, a
former chief economist of the President’s Council
of Economic Advisers, the total costs of requlation
can be measured in the hundreds of billions of
dollars per year.®

The Small Business Administration pegs the total
cost of all regulations at $1.75 trillion per year,
equal to 12 percent of U.S. GDP in 2008.°

Volume of proposed federal regulation has increased
in recent years.

Number of Pending
“Economically Significant” Regulations

150 Spring 2011: 144

120
2001-06
Average: 71.8

90

60

30

0
2001 2003 2005 2007 2009 2011

[ ] Spring
M Fall

Source: Committee for a Responsible Federal Budget, “The Case for Going Big”

Small business owners cite regulatory burden as a
primary concern.

Poll: What is the Most Important Problem Facing
Small Business Owners Like You Today?

Complying with
Government

Regulations
Consumer 22%
Confidence
U — Lack of Jobs
* Lackof 4%
Consumer — Competition from Big Business
Demand and Overseas 4%

12% New Health Care Policy
5%

Cash Flow
Lack of 7%
Credit

Availabilty Government/

Poor Leadership/
10% President
9%

Source: Wells Fargo/Gallup Small Business Index, Oct. 3-6, 2011

In addition to the cost burden imposed on businesses, federal agencies spent approximately $47 billion in

2008 administering and enforcing existing regulations.”

Business Roundtable



SMARTER RECGULATION

» Agencies do not always conduct or adhere to rigorous cost-benefit analysis when crafting regulation. The
OMB estimates that in 2010, agencies quantified and monetized both the costs and benefits for only 27
percent of major rules.®

» The permitting process is often delayed due to overlapping agency jurisdiction, inadequate staffing, lack of
prioritization and lack of accountability.

» The federal permitting process for a single energy project can require 35 separate federal permits — as was
the case with Shell’s Alaska exploration program.’

» lIssuing a permit for the $2.5 billion Cape Wind renewable energy project off the shore of Massachusetts took
10 years."®

»  Shell waited five years to obtain an air emissions permit for offshore operations near the coast of Alaska,
idling thousands of U.S. jobs and more than $2 billion worth of drilling leases."

» Obtaining the permits needed to build a mine in the United States takes an average of seven years — one of
the longest wait times in the world.™

A nation’s requlatory system is one of the most telling indicators of its business environment. On the one hand, smart
regulations that clarify the “rules of the road” and are in line with broad societal values over multiple election cycles

can provide an environment of stability, inspire business confidence and accelerate investment. On the other hand,
regulations that create uncertainty and reflect shortsighted political interests can impose unproductive cost burdens

on businesses and consumers, undermine confidence, and delay investment. The key distinction, therefore, is not the
quantity of requlations but the effectiveness and efficiency of regulations as well as the balance between their costs and

intended benefits.

In recent years, the overall regulatory burden on U.S. businesses has grown substantially. Some experts estimate that
regulations cost the U.S. economy hundreds of billions of dollars each year. As a result, there are good reasons to
believe that excessive requlation is hampering economic growth and recovery in the job market. An October 2011 Gallup
poll of U.S. small business owners found that complying with government regulation is the most important problem
facing small businesses today — more than either low consumer confidence or lack of consumer demand.

Several aspects of the rulemaking and requlatory process contribute to this negative impact on business activity and
resulting drag on economic growth. A relatively small share of proposed regulations is adequately vetted to ensure that
projected benefits justify costs. For those cases in which cost-benefit analysis is conducted, costs and benefits are often
valued by multiple agencies working in isolation from each other using poor data and/or inadequate methodologies. In
some cases, consideration of the economic impact of a regulation is explicitly forbidden, advancing some rules for which

costs outweigh benefits.

Taking Action for America: A CEO Plan for Jobs and Economic Growth



SMARTER REGULATION

10

“Regulations are beneficial only
when they’re clear, consistent
and wise. And, in large part,
the U.S. regulatory regime is so
complex and inconsistent that
regulations hinder American
manufacturers without helping
anyone in particular.”

— Andrew Liveris, Chairman, President
and CEO, The Dow Chemical Company;
Vice Chair, Business Roundtable; and

Chair, Business Roundtable Select
Committee on Regulatory Reform

The complex permitting system established by multiple and overlapping
regulations imposes a time-consuming and highly unpredictable constraint on
businesses seeking to expand operations or productively deploy capital. Delays
in permit processing cost businesses and the government billions of dollars each
year. Regulations may open the door to excessive litigation and preliminary
injunctions, which stall key projects regardless of merit and drastically increase
costs to businesses.

Policymakers can take a variety of actions to ensure that the nation’s regulatory
system creates an environment that welcomes new investment, economic growth
and job creation. Thorough cost-benefit analyses of proposed major regulations
using sound scientific and analytical methodologies would ensure that costs

are not overly burdensome on the business community or a damper on overall
economic activity. Importantly, such analyses should also account for the deterrent
effect that costly regulations have on domestic investment. Requiring agencies

to disclose their cost estimates for new rules early in the process would increase

transparency and significantly reduce uncertainty for businesses and investors. Finally, streamlining and simplifying

the permitting process would substantially lower the anticipated and unanticipated costs of conducting and expanding

operations in the United States, increasing capital investments, creating and preserving jobs, and augmenting the

competitiveness of the U.S. economy as a whole.

Solutions

» Objectively analyze the costs and benefits of proposed and final major rules from all agencies, including

“independent” requlatory commissions.

» To ensure objective analysis of costs and benefits, follow established methodologies for selecting studies and

models, weighing evidence, performing risk assessments, and conducting peer reviews.

» Publicly disclose the estimated costs of planned regulatory actions early in the regulatory process and with

greater specificity.

» Streamline the permitting process for siting and operating a new facility/project and:

Require agencies to process permits within defined time;

Designate a single agency with primary permitting responsibilities for each project; and

Establish a Transparency Portal for tracking government permits.

» Consider changes to the Administrative Procedure Act, particularly relating to the content of the rulemaking

record and greater judicial scrutiny of that record.

»  Withdraw or modify each of the eight major proposed or pending requlations listed on the following pages

that were identified by BRT CEOs as posing the greatest threat to business investment, job creation and economic

growth.

Business Roundtable



SMARTER REGULATION

Proposed or Pending Regulations that Threaten Investment, Jobs and Growth

BRT members rank the regulatory climate as one of their most pressing concerns. The sheer number of requlatory
initiatives, their potential cost and the uncertainty they create continue to weigh on investment decisions. These

concerns have delayed investment and have contributed to subpar job creation over the past several years.

BRT members have identified more than 60 different pending or anticipated requlations of concern. A full listing of

these regulations can be found on the BRT website, www.brt.org.

In reviewing the Administration’s requlatory agenda, assessing the potential economic costs of these anticipated
regulations and discussing the requlatory landscape with BRT CEOs, three broad categories of regulations emerge as

the greatest concerns: environment, including upcoming greenhouse gas (GHG) regulations, the suite of proposed

and anticipated regulations affecting hydraulic fracturing, and revisions to the particulate matter (PM) standards;
implementation of the Patient Protection and Affordable Care Act, including imposition of new health care taxes and
the definition of full-time and part-time employees; and implementation of the Dodd-Frank Wall Street Reform and
Consumer Protection Act, including implementation of the Volcker Rule, requlation of derivatives and conflict minerals
disclosure. Taken together, these proposed or anticipated regulations will affect virtually every company operating in the
United States and are likely to impose many billions of dollars of new annual regulatory costs on the U.S. economy.

Environmental Requlations

» GHG Regulations — The Environmental Protection Agency (EPA) announced in December 2010 that it would
propose Clean Air Act GHG New Source Performance Standards for electric generating units and petroleum
refineries in 2011. The proposed rule for electric generating units currently is pending for review at OMB and
is expected to be released within the next several months. It is not clear whether the EPA will propose a single
electric generating unit performance standard, e.g., a standard equivalent to the emissions profile of a combined
cycle gas turbine, or whether the standard will recognize various fuel types, i.e., coal, natural gas and possible
subcategorization to recognize various coal types. Work practices are explicitly authorized by Section 111 (h) of the
Clean Air Act if it is not feasible to propose a standard of performance.

While the EPA’s GHG standards initially will be applicable only to the electric and petroleum refining sectors of the
U.S. economy, they will establish a precedent that may become applicable to other major manufacturing facilities at
a later time. The Clean Air Act was not designed to regulate ubiquitous pollutants such as carbon dioxide. The EPA

should exercise its authority to set standards relying on work practices to ensure that market distortions do not occur.

» Hydraulic Fracturing — Multiple federal agencies are considering requlating hydraulic fracturing. The EPA has
proposed a suite of new regulations for the oil and natural gas industry, including the first federal air standard for
wells that are hydraulically fractured. These requlations include a new source performance standard for volatile
organic compounds; a new source performance standard for sulfur dioxide; an air toxics standard for oil and natural
gas production; and an air toxics standard for natural gas transmission and storage. These regulations are expected
to be finalized in April 2012.

Taking Action for America: A CEO Plan for Jobs and Economic Growth
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SMARTER REGULATION

In addition, the EPA has announced that it intends to propose a rulemaking on disposal of fracturing water and
fluids from shale gas extraction operations in 2014. In a related development, the EPA has announced that it
intends to propose a rulemaking on the disposal of wastewater from coal bed methane operations in 2013. The EPA
also announced a rulemaking on fracturing fluid chemical reporting under the Toxic Substances Control Act and is
in the midst of a long-term study on the impact of hydraulic fracturing on ground water and drinking water. Initial
results from the study are anticipated in 2012, and a final report is expected in 2014.

The Department of the Interior has announced that it intends to propose regulations in early 2012 for hydraulic
fracturing on federal lands it administers, and the U.S. Forest Service has announced a new forest planning rule in
the wake of two National Forests taking action against hydraulic fracturing.

Over the past four years, U.S. shale oil and gas production has increased dramatically. This increase has resulted
from the application of new technology, including horizontal drilling and hydraulic fracturing, to shale formations
that were once thought to be uneconomic to produce, unlocking vast new oil and natural gas reserves. These
resources, if they are allowed to be developed, promise to dramatically improve U.S. energy security, reduce the
balance of payments deficit and accelerate economic growth, particularly in energy-intensive manufacturing sectors
of the U.S. economy.

Federal requlations must be carefully and thoughtfully tailored to ensure that responsible development of shale
resources is allowed to continue. The Administration should work with industry proactively to ensure that any
regulations reflect industry best practices and do not unduly burden beneficial development of shale resources. In
addition, the Administration needs to take into account the pre-eminent role states traditionally play in regulating
oil and gas activity within their borders.

» PM2.5 — The Clean Air Act requires the EPA to promulgate primary and secondary National Ambient Air Quality
Standards (NAAQS) for six air pollutants, including PM. Primary standards have been established for PM10 (course
particles) and PM2.5 (fine particles). A required five-year review of the PM NAAQS is in progress, and a proposal
to retain or revise those standards is expected this year. Power plants, forest fires, wood-burning fireplaces and
stoves, on-road and off-road vehicles, agriculture, and construction activities are major sources of PM. Substantial
reductions in PM have occurred and are likely to continue to decline as a result of a number of existing requlations,
including the utility Maximum Achievable Control Technology rule, the Cross-State Air Pollution Rule, Regional
Haze Requlations and motor fuel desulfurization efforts. Additional measures to further control for PM are likely
to be extremely expensive. The EPA should consider the PM emission reduction benefits from rules already
promulgated before deciding whether to lower the PM standard even more.

Health Care Taxes and Regulations

In implementing the health care reform law, rules should not require costly changes to the offering of employer-
sponsored coverage or impose duplicative and unnecessary requirements, such as government-created paper forms on
benefit coverage options. Implementation rules that affect employer-sponsored coverage and the creation of exchanges
must address the impact of these rules on cost, quality and competition in the health care marketplace.

Business Roundtable



SMARTER REGULATION

» Health Care Taxes — The health care reform law imposed several taxes on insurance plans, medical devices,
pharmaceutical products and employer-sponsored health plans. One such tax is an excise tax on health insurance
issuers and sponsors of self-funded group health plans with aggregate expenses that exceed $10,200 for individual
coverage and $27,500 for family coverage. The amount of the excise tax is 40 percent of an amount considered to
be an excess benefit. The health care reform law also added an annual fee on health insurance providers beginning
in 2014. The health care reform law imposed a tax on fully insured and self-insured products to finance comparative
effectiveness research (Internal Revenue Service [IRS] Notice 2011-35), imposing the tax in 2012 for most policies
and plan sponsors. In addition, the Department of Health and Human Services released a proposed rule requiring all
insurance plans and plan sponsors to contribute funding to state exchange reinsurance programs. The final rule is
pending at OMB.

The health care reform law also imposed an annual fee on certain manufacturers and importers of brand name
pharmaceuticals, effective January 1, 2011. The IRS issued Notice 2011-9 in January 2011, which defined the
covered entities and fee calculation methodology. The new law also imposed an excise tax of 2.3 percent on the
sale of any taxable medical device. The IRS delayed imposition of the tax until 2013. The IRS issued a request for
comment regarding this tax in December 2010. These new requirements have a significant impact on the cost of
health care coverage. All of these new taxes will be passed through to plan sponsors and their employees. Congress
should eliminate unnecessary taxes on medical devices, insurance plans and pharmaceuticals, but unless and until

Congress acts, their implementation should be delayed.

» Definition of Full-Time and Part-Time Employees — Starting in 2014, large employers will be assessed a penalty
if they fail to provide affordable health insurance, at a minimum value, to any full-time employee who is then found
eligible for a tax credit through the exchange. In May, the IRS proposed that a full-time employee be defined as
one who has 130 hours of service in a calendar month and that this be treated as the monthly equivalent of at
least 30 hours of service per week. Treasury and the IRS are also considering a look-back/stability period safe
harbor under which an employer would determine each employee’s full-time status by looking back at his or her
hours over a defined period of not less than three, but not more than 12, consecutive calendar months, as chosen
by the employer. The employee’s status determined under this look-back would then persist for a stability period
of at least six, but not more than 12, months. Additional rulemakings are expected. The final rule should permit

employers to have flexibility in offering employees health insurance coverage.

Financial Regulations

» Implementation of the Volcker Rule — Section 619 of Dodd-Frank (Volcker Rule) aims to limit proprietary
trading by banks. It will introduce new complexities and impose higher costs for businesses while slowing down
the creation of new markets. The Volcker Rule is likely to reduce market liquidity by limiting the market-making
and underwriting activities of market participants, thus increasing market volatility and costs. Foreign requlatory
agencies have raised concern about the implications of these requlations, particularly their impact on market
participation and liquidity. Regulatory agencies should exercise their discretion to ensure that bank market-making
activities are not curtailed as a result of the Volcker Rule. As a first step, requlators should repropose the Volcker
Rule, taking into account the legitimate concerns of market participants and heeding the intent of Congress in
drafting the underlying statue.
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Derivatives Regulation — While the new requlatory structure for OTC derivatives is not yet completed, concerns
are increasing over how the rules could restrict the use of derivatives to manage risks associated with business
activities. The proposed new rules will create a burdensome structure that will make it more costly to enter into
swaps. They also will create uncertainty in overseas markets. With more cash required to cover the increased costs
imposed by regulation (including higher margin requirements), there will be less money for new job creation and
growth. Managing and hedging risk is essential for many businesses, particularly with respect to increasingly volatile
commodity prices, currencies and interest rates. Yet the proposed regulations do not reflect this reality. Regulators
should ensure that derivatives rules provide an unambiguous end-user exemption from clearing, trade execution,
margin and capital requirements to allow end users to prudently manage risk. Moreover, interaffiliate derivatives
transactions, which pose no risk to the financial system, should not be requlated the same way as market-facing
transactions. While it is important that regulators promulgate rules that take into account these concerns, legislative
solutions are needed as well to ensure that congressional intent is carried out and to avoid harmful over-regulation.

Conflict Minerals Disclosure — The Securities and Exchange Commission (SEC) proposed rules in December 2010
to implement Section 1502 of the Dodd-Frank Act, which requires public companies to disclose annually whether
their products contain “conflict minerals” (i.e., gold, tin, tantalum and tungsten from the Democratic Republic of
the Congo [DRC] or adjoining countries). The SEC’s proposed rules provide for a three-step process that requires
companies to (1) determine if conflict minerals are necessary to the functionality of a product they manufacture

or “contract to manufacture”; (2) undertake a “reasonable country of origin inquiry” to determine if their conflict
minerals originated in the DRC or adjoining countries; and (3) provide an audited Conflict Minerals Report if the
conflict minerals in its products, or those it contracts to manufacture, originate in the DRC or adjoining countries or
it is unable to determine that they do not. As proposed, the SEC has vastly underestimated the costs of conducting
the required due diligence, and achieving compliance is extremely difficult, if not impossible. The SEC should
promulgate rules that are cost-effective and workable.
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Fast Facts

» The world economy has changed enormously
since the last comprehensive reform of the
corporate tax system in 1986. Rising incomes
and new market-based economies around the
world have created vast growth opportunities
for American companies and American workers
to provide goods and services to billions of new
consumers. At the same time, American companies
and American workers face significant new
competition in markets at home and abroad. The
U.S. tax system has failed to keep up with the
demands of a modern, global economy and now
hinders American competitiveness. Tax reform is
needed now.

» The U.S. combined statutory corporate tax rate
stands at 39.2 percent, now the highest in the
Organisation for Economic Co-operation and
Development (OECD) after Japan reduced its
corporate rate this year. This U.S. statutory rate
is more than 50 percent higher than the 25.1
percent average corporate tax rate in the rest of
the OECD in 2011.1

»  Economic studies indicate that as much as 45
percent to 75 percent of the corporate tax burden
is borne by labor, in the form of lower wages.?
This linkage was recently acknowledged in the
year-end report of the President’s Council on Jobs
and Competitiveness.?

» The high rate is not the only problem, as the
United States is the only G-8 country that
still taxes the worldwide income of businesses
headquartered in America. Among the 34 OECD

¢ P COMPETITIVE TAXATION

Among its major trading partners, the United States
has the highest combined statutory corporate tax
rate.
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In 2010, American companies generated nearly 25
cents of every dollar of earnings from operations
outside the United States.

Foreign Earnings of American Companies
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countries, 26 use a territorial tax system, whereby little or no additional home country tax is imposed on
active trade or business profits earned abroad when those earnings are remitted home.* The U.S. worldwide
system of taxation significantly magnifies the damage done by the high U.S. corporate tax and significantly

impairs American businesses competing in world markets.
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» U.S.-based companies face increasing competition around the world. In 2000, 36 percent of global Fortune
500 corporations located their headquarters in the United States. By 2009, that share had declined to 28
percent.’

The U.S. corporate tax system has failed to keep pace with the changing global economy. The U.S. system is an outlier
at a time when capital is more mobile and the world’s economies are more interconnected than ever before. Modern,
streamlined and fiscally responsible tax policies contribute to a competitive business environment that attracts new

investment and supports strong economic growth and job creation.

Many countries have reformed their tax policies in response to the increasingly important role that national corporate
tax rates play in many investment and plant location decisions. Unfortunately, the United States has not followed

suit. The last significant overhaul of the U.S. corporate tax system was in 1986 — before the widespread use of the
Internet, before the Soviet Union collapsed and before China became a modernizing economy — and much existing
policy dates back to the 1960s and earlier. Most of the policies introduced in the interim have been patchwork solutions
that are often temporary in nature. As a result, U.S. corporate tax policy

“American companies seeking to
has become increasingly outdated and overly complex, making the P g

United States a less attractive site for new investment and placing U.S. expand in markets at home and abroad
companies at a disadvantage in the global marketplace. are Working with one of the least

competitive tax systems among
Reforms of the U.S. corporate tax system must focus on two critical

components: the corporate tax rate and the system of international develOPEd countries in the world.

taxation. — Robert A. McDonald, Chairman, President
and CEO, The Procter & Gamble Company; Vice
Chair, Business Roundtable; and Chair, Business

Roundtable Tax and Fiscal Policy Committee

First, the U.S. combined statutory corporate tax rate currently stands at
more than 39 percent, now the highest in the OECD after Japan reduced
its corporate rate this year. In contrast, the average combined statutory
corporate tax rate in other OECD countries was 25.1 percent in 2011.% This difference actually understates the United
States” disadvantage. Prospective investors will compare the United States not to the average but to the best country

when it comes to tax rate comparisons.

Although not as widely noted as the high statutory corporate tax rate, the United States also has a high effective tax
rate on corporate income. A study of financial statement effective tax rates for the 2,000 largest companies in the
world found that U.S.-headquartered companies faced a higher worldwide effective tax rate than their counterparts
headquartered in 53 of 58 foreign countries over the 2006-09 period.”

Second, the United States continues to use a worldwide tax system that taxes U.S. companies on both the income that
they earn at home and the foreign earnings of their subsidiaries, when those earnings are remitted back to the United

States. In contrast, the vast majority of OECD countries use a territorial tax system in which little or no additional tax is
typically imposed by the home country on active trade or business profits earned abroad because that income is already

Taking Action for America: A CEO Plan for Jobs and Economic Growth
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taxed in the country where it was earned. The additional tax imposed by the United States on foreign earnings creates a
barrier for U.S. companies desiring to access their foreign earnings that is not faced by their competitors headquartered
in most other OECD countries. Foreign markets represent 95 percent of the world’s consumers, and access to these
markets helps expand the demand for U.S. goods and services.® Accordingly, U.S.-headquartered companies and the
jobs of their employees depend on their ability to compete and win in the global arena.

A competitive U.S. corporate tax rate and territorial system can enhance U.S. economic performance, including more
jobs, more investment and increased economic growth with increased living standards for American families. A lower
corporate tax rate will enhance the incentives for companies to locate here, attract high-value investments, reduce
investment distortions across sectors and lessen the current incentives to rely on debt rather than equity in financing
capital investments. Likewise, the adoption of a territorial tax system will increase the incentive for companies to
incorporate in the United States, allow U.S.-headquartered companies to compete more effectively in foreign
markets, and encourage existing U.S. companies to bring home their earnings from overseas and reinvest them in
the United States.

Solutions

» Modernize and simplify the tax code to increase the competitiveness of the United States as a location for
investment and employment by both U.S.-based and foreign-based companies. A stable, reliable, equitable and
nondiscriminatory tax system that provides a level playing field is essential for long-term economic growth. U.S.
policies should strive not only to make the nation competitive with the other world economies, but also to make the
United States the best place in the world to launch a career, headquarter a business, hire employees and conduct
business operations. In today’s global economy, tax reform is absolutely essential to economic growth and job
creation. BRT CEOs believe that these reforms can be undertaken in a fair and fiscally responsible manner, with the
cost of these reforms to be offset as much as possible through appropriate base broadening. The key elements of a
modern, streamlined and fiscally responsible corporate tax system include:

+ A competitive corporate tax rate comparable to the OECD average. A combined federal and state rate of
25 percent would create a U.S. statutory tax rate equal to the average of America’s trading partners.

+ A competitive territorial tax system similar to the rest of the world. This fundamental reform recognizes the
jobs created and the value contributed to the U.S. economy by successful American companies with worldwide
operations. Fundamental components for a competitive territorial system include:

Providing a 95 percent or greater exemption of tax on foreign dividends of active business income; and

Following the practice of other countries. The U.S. system should not deny domestic deductions for
expenses not directly allocable to foreign earnings. The U.S. system also should not include other
features not adopted abroad — including antideferral rules for active income — that can impede the
competitiveness of American companies relative to their foreign competitors.
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» Extend the business tax provisions that expired at the end of 2011, including the research and development
credit and important international provisions. While corporate tax reform is the priority, the extension of these
expiring provisions should not be delayed while Congress considers overall reform.

» Make every feature of the reformed U.S. corporate tax code permanent, establishing the high-priority
objective of eliminating corporate tax policy uncertainty.

Ultimately, any attempt to reform and modernize America’s corporate tax system must achieve the shared
goal of creating a strong, competitive, job-creating U.S. economy. If the United States is guided by these
principles and provides competitive and growth-promoting features for research and investments in plant and
equipment, the nation will become more attractive for company headquarters and for the new investment that will
increase production of goods and services. This approach to tax reform will foster economic growth, job creation and
a higher standard of living.

1 Organisation for Economic Co-operation and Development. (2011). OECD tax database. Paris, France. Retrieved from www.oecd.org/ctp/
taxdatabase

2 Randolph, W. (2006). International burdens of the corporate income tax. Washington, DC: Congressional Budget Office. Retrieved from
www.cho.gov/doc.cfm?index=7503; Felix, A., & Hines, J. (2009). Corporate taxes and union wages in the United States. Cambridge, MA:
National Bureau of Economic Research. Retrieved from www.nber.org/papers/w15263
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Fast Facts

» In 2008, more than 38 million jobs in America
U.S. exports represent a significant share of U.S.

GDP and have increased over time, showing the
importance of exports to U.S. economic growth and

— more than one in five — depended on
international trade — exports and imports.’

» In 1992, a year before the implementation of a job creation.

series of U.S. bilateral, regional and multilateral Exports’ Share of GDP
: 14%
trade agreements, the total of trade-related jobs
in the United States was only 14.5 million.? 12%
» The growth of 24 million new trade-related jobs 10%

for U.S. workers in two decades demonstrates
clearly that trade is an important engine for 8%

economic growth and job creation. 6%
(]

» In 2009, more than 275,000 U.S. companies
exported merchandise to customers abroad, and
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nearly 180,000 U.S. companies imported raw
Source: U.S. Department of Commerce, Bureau of Economic Analysis

materials, components and finished products
for U.S. manufacturers, services providers and

3
GBI Existing U.S. trade agreements represent a large

> Exports also support higher-paying jobs. Positions share of U.S. exports, and there is room for more
. . . agreements.
in the manufacturing sector linked to the export
Shares of U.S. Exports
of goods pay on average 18 percent more than 100%

other jobs.*

80%
» Trade agreements are essential to creating

economic and strategic benefits for the United 60%

States.
40%
» The Uruguay Round of multilateral trade

negotiations, which resulted in the creation of the 20%

World Trade Organization (WTQO), was projected 0%
to add at least $70 billion to global economic
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output. More than a quarter of this gain — [ Rest of World
$19.8 billion — was estimated to accrue to the W us. FTas
United States.” Source: Bureau of Economic Affairs, Foreign Trade Division, Exports to Foreign Countries,

U.S. State Department
» About 40 percent of U.S. exports now go to the
nation’s Free Trade Agreement (FTA) partners, and U.S. exports to FTA partner countries are growing faster
than U.S. exports to countries that do not have FTAs with the United States. In 2011, the United States had
a roughly $50 billion manufactured goods trade surplus with its 17 FTA partner countries combined.®
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» The U.S. FTAs in effect in 2008 (before the global recession) generated $305 billion in U.S. output
(2.1 percent of GDP), expanded U.S. exports of goods and services by $463 billion, and supported
5.4 million U.S. jobs.”

» The recently approved FTAs with South Korea, Colombia and Panama are expected to increase U.S. exports
by more than $10 billion and reinforce important national security and foreign policy relationships.®

» Investment in the United States is also essential to economic growth and job creation.

» U.S. affiliates of foreign companies employed 5.3 million Americans in 2009 — 4.7 percent of private-sector
employment.’

» In 2007, more than 63 million' Americans worked for U.S. multinational companies — either directly or
through their supply chains — and U.S. multinational companies have accounted for nearly one-third of the
growth of real private-sector GDP since 1990."

»  With more than 95 percent of the world’s population' — representing 80 percent of the world’s purchasing
power"® — outside the United States, U.S. economic growth and job creation depend on expanding U.S.
trade and investment opportunities, so U.S. companies can sell more American products and services to these
customers.

Vibrant and open markets for international trade and investment are a necessary prerequisite for generating new
economic growth and job creation opportunities for U.S. businesses and workers. Increased use of bilateral and regional
trade and investment agreements with like-minded countries and a strong system of multilateral agreements and rules
under the WTO create these opportunities by eliminating trade and investment barriers and preventing discriminatory
treatment of foreign goods, services and investment. In contrast, measures that close off markets from competition

or are discriminatory quickly dampen international commerce and undermine economic growth and job creation.
International trade and investment agreements are also essential to ensuring fair and competitive business practices
across countries. They provide the rules under which the United States and its businesses and workers can enforce their
rights to open markets and prevent discriminatory treatment.

The United States initially led the way in using bilateral and regional trade agreements to expand trade quickly by
opening markets more deeply and setting strong rules for international commerce. Given that 95 percent of the
world’s population lives outside the United States and the rapid rise of the middle class in China, India, Brazil and
other emerging markets, the United States needs to lead the way again. Today, all our major trading partners have
aggressive bilateral and regional negotiating strategies to compete more effectively for these customers and grow their
own economies. For instance, according to the WTO, 297 bilateral and regional trade agreements are currently in force
internationally, with another 192 announced or under negotiation.
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Until this year, the United States had only 11 regional and bilateral trade agreements in force. The recent passage of
trade agreements with South Korea, Colombia and Panama and the ongoing Trans-Pacific Partnership negotiations will
help U.S. companies and workers keep pace with their foreign competitors in opening markets for U.S. businesses and
workers. However, they are not enough to help U.S. businesses and workers be competitive in world markets and to
ensure that high U.S. standards for trade are adopted globally.

For U.S. companies and workers to grow their exports, maintain and create jobs, and improve their international
competitiveness, the United States needs an active trade and investment policy designed to open foreign markets and
keep them open. For many U.S. exporters — both small and medium enterprises and larger companies — and their
workers, U.S. export credit financing from the U.S. Export-Import Bank is a critical piece of such a policy. The U.S.
Export-Import Bank enables them to sell their goods and services to foreign customers in today’s highly competitive
international marketplace, where many foreign competitors enjoy strong export credit support from their own countries.
For example, in FY2011, the bank facilitated roughly $41 billion in U.S. export sales by more than 3,600 U.S. companies,
supporting nearly 290,000 U.S. jobs.™
“Open markets are essential
for U.S. economic growth To succeed, a robust strategic trade policy requires U.S. domestic policies that will
and job creation, and build a highly skilled workforce, strengthen America’s leadership in research and
) ) development, enforce and protect U.S. intellectual property rights around the world,
international trade and and institute globally competitive corporate tax policies. In addition to leveling the
investment agreements are playing field for U.S. companies and workers competing abroad, improved access to
critical tools to open markets  foreign markets will spur domestic output and the creation of high-paying jobs in
and keep them open.” America. These benefits do not merely flow to large multinational companies. Indeed,
as U.S.-based multinationals expand, they source more inputs from small businesses
— Douglas R. Oberhelman, and the local communities that depend on them.'
Chairman and CEO, Caterpillar Inc.,
and Chair, Business Roundtable Competition breeds innovation, and one of America’s greatest comparative advantages
International Engagement is its ability to generate new ideas, products and services. Supporting the nation’s
Committee entrepreneurs, global companies, local businesses and their workers will require a
strong and proactive commitment from political leaders to pursuing a forward-looking

and sustained trade and investment agenda.

Solutions

» Develop and implement active international trade and investment initiatives to help U.S. companies and
workers increase their competitiveness in international markets and ensure that U.S. and foreign markets remain

open for investment:
Provide the President with new and updated international trade and investment negotiating authority;

Aggressively pursue strategic bilateral and regional initiatives like the ongoing Trans-Pacific Partnership and a
proposed Trans-Atlantic Partnership;

Revitalize multilateral and plurilateral negotiations at the WTO;
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- Vigorously enforce U.S. rights to open markets and nondiscriminatory treatment under existing and future

international agreements; and
- Grant permanent normal trade relations status to Russia.
»  Constructively engage China and other emerging growth countries:

- Target the elimination of market access barriers and discriminatory treatment of exporters and investors

through more dynamic bilateral, regional and multilateral initiatives, including investment treaty negotiations;

- Enforce U.S. rights under international trade and investment rules to ensure that U.S. companies and workers
are not disadvantaged by discriminatory foreign policies such as indigenous innovation and other local
preference requirements and that other countries comply with those rules; and

- Enhance multilateral efforts to address currency issues, and resist counterproductive unilateral currency-
related sanctions.

» Reauthorize the U.S. Export-Import Bank on a long-term basis before its current short-term extension expires,
with a sufficient increase in its lending cap so it can continue to help U.S. exporters compete for sales abroad and
support the U.S. jobs that depend on those sales.

» Eliminate U.S. requlatory impediments to exports, including through export control reforms.

» Modernize and reform U.S. domestic policies along the lines proposed by this Taking Action for America report to
help U.S. companies and workers better compete globally to expand the U.S. economy and support jobs in America.
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Fast Facts

» Due to an abundant and diverse mix of
energy resources, the United States is the
world’s second largest energy producer.’

» A 10 percent increase in the price of oil
reduces U.S. GDP growth by 0.25 percent.?

» Increased generation from renewable energy
in the U.S. electric power sector, excluding
hydropower, is projected to account for 33
percent of the overall growth in electricity
generation from 2010 to 2035.2

» U.S. oil and gas production is rising, and
America is likely to become a net exporter
of natural gas by 2021, largely due to the
discovery and exploration of additional shale
resources and other increases in domestic
production.* These new resources and
the growing abundance of natural gas in
particular have significantly elevated the
competitiveness of American manufacturing.

»  Estimates suggest that the economywide net
savings from energy efficiency investments
could be more than a half trillion dollars over
a decade as the cost of investments is more
than offset by reduced energy costs.

RELIABLE, AFFORDABLE ENERGY

Relying on an abundant mix of energy resources, the
United States is the world’s second largest energy
producer.

Top Five Energy Producers

Canada
Saudi Arabia

Russia

United States

China

Quadrillion Btu

M coal M Natural Gas [ Crude Oil

. Nuclear Renewable Other
Power Sources

Source: U.S. Department of Energy, Energy Information Administration. International Energy Statistics;
U.S. Department of Energy, Annual Energy Review 2011, Table 1.2

The U.S. relies on a diversity of sources to meet its energy
needs.

Energy Consumption by Fuel Type
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RELIABLE, AFFORDABLE ENERGY

“In the debate of energy America needs an energy policy that ensures access to low-cost, sustainable sources of
generation vs. energy energy and power, which is key to FDP growth én<?| job cr.eation. Affordable and .reliable

. ] energy sources can protect the environment while increasing energy and economic

efflaency, the answer is to security, which in turn will enhance national security. This is the bedrock of a growing

do both.” and competitive economy.

— David M. Cote, Chairman and
CEOQ, Honeywell International, Inc.;
Vice Chair, Business Roundtable;
and Chair, Business Roundtable
Energy and Environment Committee

An effective national energy strategy must address energy supply and efficiency. Diversity
of supply and greater efficiency are the two pillars of a pro-growth sustainable energy
strategy. Energy efficiency — America’s great, untapped energy resource — can reduce
consumption and lower cost at every step of the energy cycle: production, distribution and

use. A comprehensive energy strategy should also address the aging energy infrastructure.

America has a variety of traditional energy resources, including coal, oil, natural gas, hydropower and nuclear generation.
It possesses some of the best renewable resources in the world including, but not limited to, wind, solar, geothermal and
biomass and first-class technology to harness those resources. America is also a leader in technologies to significantly
boost energy efficiency, the lowest cost form of energy.

Additional U.S. energy resources and the untapped promise of much greater energy efficiency represent a new
opportunity to dramatically improve America’s long-term access to energy. What is lacking is a coherent and
comprehensive strategy to effectively leverage these advantages and realize the promise of this new opportunity.

Energy technologies will also support the “knowledge economy” by creating a growth opportunity for technology and
engineering jobs. This, in turn, will make the United States more competitive on a global basis.

Traditional Sources

America is blessed with large endowments of traditional energy sources, including coal, oil, natural gas and nuclear
power, and through the creative power of the U.S. people and the nation’s businesses, the country is developing new
energy sources for the future. Technological advances have been a key driver of the expansion of all forms of energy,
including traditional energy sources. For example, today compressed natural gas is used as a viable alternative for fuel.
Another important innovation known as hydraulic fracturing is fundamentally altering the U.S. energy landscape and
significantly boosting domestic supplies of oil and natural gas from shale formations. Shale gas currently represents 34
percent of America’s total natural gas production, and it is estimated that, based on current consumption rates, the
country has more than a 90-year supply of this clean and affordable fuel.®

This bodes well for U.S. manufacturers that use natural gas both as a fuel and as a feedstock material. This same
technology is also reshaping the oil exploration industry, with domestic production increasing from 5.0 million barrels a
day in 2008 to 5.6 million barrels a day in 2011.” The United States also has vast endowments of coal — the equivalent
of nearly a 250-year supply at current rates of consumption.® Through the development of clean coal technologies, the
country will be better positioned to use these resources in a more environmentally friendly manner. Collectively, these
resources represent a new opportunity to dramatically improve the nation’s long-term energy and economic situation
after a long period of limited growth in domestic energy production.
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RELIABLE, AFFORDABLE ENERGY

The costs and benefits of producing and using these fuels, like all energy sources, vary greatly depending on changing
market conditions and a host of other factors. This makes picking the most beneficial fuels and technologies an
inherently challenging task. The market is better positioned than the government to make decisions regarding the
appropriate mix of different energy resources. Government does, however, have the responsibility of ensuring that
energy use decisions do not result in excessive external costs, such as environmental degradation or other market
failures. To fulfill this responsibility, government should set broad performance standards to facilitate clean sources

of energy, rather than adopt restrictive policies that mandate the deployment of particular technologies and fuels.
However, the government should ensure, for all sources of energy, that viable projects are not unnecessarily delayed

through an ineffective and slow permitting process.

Renewable Energy

BRT believes that renewable energy must continue to be a key component of the U.S. energy portfolio and the federal
government has an important role to play in encouraging development of these technologies. New sources of energy
will still be necessary to meet the needs of a growing economy. Satisfying these needs in a sustainable manner will
require the deployment of technologies that leverage the nation’s domestic resources, including solar, wind, biomass
and geothermal.

New technologies often require government support for widespread deployment, which is the case with many new
sources of renewable energy. To foster this energy innovation, the government should put in place policies and other
finite supporting mechanisms that will lead to the deployment of renewable energy technologies that are economically

and technically feasible.

Importantly, however, when supporting these technologies, the government should remain technology neutral — the
government should not be in the business of picking winners or losers.

Energy Efficiency

Energy efficiency is the lowest cost form of energy. While further discoveries of traditional energy sources and
development of renewable technologies will contribute to America’s growing energy base, energy efficiency technologies
and practices represent many of the least costly options for meeting the country’s future energy needs. Some estimates
suggest that the economywide net savings from such investments could be more than a half trillion dollars over a
decade as the cost of investments is more than offset by reduced energy costs.® These savings could be across sectors,
including manufacturing, commercial and residential building, and transportation.

Nevertheless, many cost-saving energy efficiency improvements are unrealized due to information deficiencies, poorly
matched incentives and “agency problems.” For example, landlords that pass energy costs on to their renters often lack
the incentive to make energy efficiency investments because they do not pay those bills. Also, renters who do not pay
their own energy costs typically have no incentive to conserve energy. Meanwhile, many utilities may lack incentives

to consider energy efficiency as a resource because many of their state regulators set rate structures that favor new-
generation investments over demand-side efficiency improvements.
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RELIABLE, AFFORDABLE ENERGY

Government policies can help to better align incentives and reduce barriers to energy efficiency improvements. As
major consumers of energy, local and state governments, the federal government, and the military can adopt proven
cost-saving efficiency technologies, demonstrating their potential to other energy users and driving technological

advancements that could further lower costs.

In New South Wales In Australia, the government implemented the National Australian Built Environment
Rating System (NABERS), a program rating buildings” environmental performance

government-owned or -tenanted . . .
on a scale of one to six stars in four key areas: energy consumption, water

office buj/dings of more than consumption, waste management and the built environment. The NABERS program
1,000 square meters must is managed by the New South Wales (NSW) Office of Environment and Heritage.
achieve and maintain a National '™ NSW. government-owned or -tenanted office buildings of more than 1,000
square meters must achieve and maintain a NABERS rating of 4.5 stars for energy

Australian Built Environmen
ustralian Built ent and water consumption.' This simple change has had a meaningful impact on the

Rating System rating of 4.5 adoption of energy efficiency measures in Australia.

stars for energy and water
consumption. Also, building codes and appliance efficiency standards can accelerate the adoption
of technologies that lower the net costs consumers face. Government can play
an important role in advancing energy efficiency by ensuring that consumers get relevant information prior to making
investments in appliances and homes, while at the same time not picking winners or losers among the various energy
efficiency technologies. This can be accomplished through greater information sharing, such as disclosure of energy usage
prior to the sale of a home, or by leveraging the government’s unique public outreach capabilities to directly inform

consumers about the potential cost savings of energy efficient technologies.

Adoption of energy efficient technologies has generated tens of thousands of new jobs in the industries that supply
efficiency technologies (e.qg., construction, manufacturing) over the past decade." Energy efficiency does not, however,
just drive jobs in those sectors. By making businesses more competitive and providing consumers with more purchasing
power, cost-effective energy efficiency investments can unlock capital for deployment elsewhere and drive job growth
throughout the broader economy, thus enhancing America’s international competitiveness.

Solutions

» Implement an effective national energy strategy that addresses both energy supply and energy efficiency.
America needs a coherent and comprehensive energy policy that ensures access to affordable and reliable sources
of energy, which is key to GDP growth and job creation.

» Allow the market, not the government, to make decisions regarding the appropriate mix of different energy

resources and energy efficiency technologies. Technology neutrality is key.

» Putin place policies and other finite supporting mechanisms that will lead to the deployment of renewable
energy technologies that are economically and technically feasible. As is the case with many new sources of

renewable energy, new technologies often require government support for widespread deployment.

» Properly incentivize energy efficiency to ensure widespread deployment.

Business Roundtable



RELIABLE, AFFORDABLE ENERGY

10

11

Energy Information Administration. (2009). International energy statistics. Washington, DC. Retrieved from http://205.254.135.7 /cfapps/
ipdbproject/IEDIndex3.cfm?tid=44&pid=44&aid=1

Blanchard, O. J. & Gali, J. (2007). The macroeconomic effects of oil price shocks: Why are the 2000s so different from the 1970s? Chicago, IL:
University of Chicago Press. Retrieved from www.crei.cat/people/qgali/pdf_files/bgoil07wp.pdf

U.S. Energy Information Administration. (2012). Annual energy outlook. Washington, DC. Retrieved from www.eia.gov/forecasts/aeo/er/
Ibid.

McKinsey & Company. (2009). Unlocking energy efficiency in the U.S. economy. Retrieved from www.mckinsey.com/Client_Service/Electric_
Power_and_Natural_Gas/Latest_thinking/~/media/McKinsey/dotcom/client_service/EPNG/PDFs/Unlocking%20energy%20efficiency/
US_energy_efficiency_full_report.ashx

IHS Global Insight. (2011, December). The economic and employment contributions of shale gas in the United States. Prepared for
America’s Natural Gas Alliance. Washington, DC. Retrieved from www.ihs.com/images/Shale_Gas_Economic_Impact_mar2012.pdf; Energy
Information Administration. (2012, February). Energy in brief: What is shale gas and why is it important? Washington, DC. Retrieved from
http://205.254.135.7 /energy_in_brief/about_shale_gas.cfm

Energy Information Administration. (2012, January). Monthly energy review. Table 3.1. Washington, DC. Retrieved from http://205.254.135.24/
totalenergy/data/monthly/archive/00351201.pdf

Energy Information Administration. (2011, October). Coal explained: How much coal is left? Washington, DC. Retrieved from www.eia.gov/
energyexplained/index.cfm?page=coal_reserves

McKinsey & Company. (2009). Unlocking energy efficiency in the U.S. economy. Retrieved from www.mckinsey.com/Client_Service/Electric_
Power_and_Natural_Gas/Latest_thinking/~/media/McKinsey/dotcom/client_service/EPNG/PDFs/Unlocking%20energy%20efficiency/
US_energy_efficiency_full_report.ashx

Department of Environment and Climate Change NSW. (2008). NSW government sustainability policy. New South Wales, Australia. Retrieved from
www.environment.nsw.gov.au/resources/government/08453SustainabilityPolicy.pdf

Brookings Institution. (2011). Sizing the clean economy: A national and regional green jobs assessment. Washington, DC. Retrieved from
www.brookings.edu/~/media/research/files/reports/2011/7 /13%20clean%20economy/0713_clean_economy.pdf

Taking Action for America: A CEO Plan for Jobs and Economic Growth

31



Fast Facts

» The World Economic Forum calls threats to
. . . Cybercrime incidents continue to increase.
cybersecurity one of the top five global risks

to watch, citing “the prevalence of cyber theft Incidents Reported to US-CERT
and the little understood area of all-out cyber 30,000
warfare.”" 25,000
» According to a broad investigation of data 20,000
breaches in 2011, 92 percent of all breaches 15,000
were caused by “external agents,” and organized 10000
crime was responsible for 58 percent of those
breaches by external agents. >,000
» The Internet Crime Complaint Center, 0 2006 2007 2008 2009
a partnership of the Federal Bureau of Source: GAO analysis of US-CERT data

Investigation and the National White Collar

Crime Center, reports that complaints of online crimes increased by more than 22 percent from 2008 to
2009. Moreover, the costs of these online crimes more than doubled, increasing from $265 million in 2008 to
nearly $560 million in 2009.3

With the spread of information and telecommunications technologies ”Safeguarding America’s

across the economy, the daily operations and long-term value of strategic information systems,

most economic enterprises in America now depend on the capabilities

and security of their information systems. Moreover, the capacities most of which are pr/vately

and security of these systems have become critical elements of U.S. owned and operated, is ‘mission
technological and economic leadership. As strategic economic assets, critical’ for U.S. business and
these systems must be protected. The government has a prominent p

o i ) i government.
role to play in this security realm. Unfortunately, this role is currently
fragmented across many departments and agencies, as well as dozens of — Ajay Banga, President and CEQO,
congressional committees and subcommittees, all claiming jurisdiction — MasterCard Worldwide,
and often lead status as well. and Chair, Business Roundtable

Information and Technology Committee
In addition, neither the government nor the private sector currently

has the necessary information and analytic tools to assess and defeat the most serious threats to the cybersecurity of
American companies. Meeting this challenge will require robust, collaborative public-private partnerships, which can

respond to a rapidly changing threat environment for privately owned and operated information assets.
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PROTECTING U.S. TECHNOLOGY ASSETS WITH EFFECTIVE CYBERSECURITY

Solutions

BRT CEOs are committed to strong private-sector cybersecurity protections, including direct involvement and oversight
by CEOs and their boards. They also call on government to do its part, including the following:

» Coordinate and integrate the far-flung resources of the U.S. government to protect strategic information
in the United States, including the Departments of Defense, Homeland Security, Commerce, Justice and State;

appropriate intelligence offices and agencies; and U.S. diplomatic, economic and security assets.

» Avoid a top-down, prescriptive, check-the-box approach to cybersecurity that cannot take effective account
of the private ownership and operations of information assets and respond decisively to the rapidly changing threat
environment.

»  Support the efforts of U.S. businesses to securely and effectively use the tools they need to combat global
cybersecurity threats, including:

Formal information-sharing mechanisms with appropriate legal protections;
Technical cooperation;
Strategic threat assessments; and

Strict criminal penalties and sentencing for cyber crimes.

1 World Economic Forum. (2011). Global risks 2011 (6th ed.). New York, NY. Retrieved from http://riskreport.weforum.org/

2 U.S. Secret Service. (2011). 2071 data breach investigations report. Washington, DC. Retrieved from www.secretservice.gov/
Verizon_Data_Breach_2011.pdf

3 Internet Crime Complaint Center. (2009). 2009 Internet crime report. Washington, DC. Retrieved from www.ic3.gov/media/annualreport/
2009_IC3Report.pdf
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Fast Facts

» Immigrants or the children of
immigrants founded 40 percent
of Fortune 500 companies in the
United States.'

» More than a quarter of U.S.
technology and engineering
businesses launched between
1995 and 2005 had a foreign-born
founder.?

» Foreign nationals residing in the
United States were named as
inventors or co-inventors in
26 percent of international patent
applications filed from the United
States in 2006, an increase of
more than 15 percent since 1998.2

» Foreign nationals contributed to
more than half of the international
patents filed by a number of large,

multinational companies, including

Qualcomm (72 percent), Merck & Co. (65 percent), General Electric (64 percent), Siemens (63 percent) and

Cisco (60 percent).*

CONTRIBUTIONS OF HIGHLY EDUCATED WORLD TALENT

Foreign nationals account for a significant percentage of degrees in

engineering.

Percentage of U.S. Engineering Advanced Degrees
Awarded to Foreign Nationals by State
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% of engineering Ph.D.s awarded to foreign nationals
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Data not reported for Delaware and North
Dakota. (All data represent the 2009-10

academic year as presented in “Engineering and
Technology Degrees 2010,” American Association

of Engineering Societies.)

» For every H-1B visa position requested, U.S. technology companies increase their employment by five

workers.

» In the field of engineering, more than half of the Ph.D.s (53 percent) from U.S. universities were awarded to

foreign national students in the 2009-10 academic year.®

Highly educated, foreign-born professionals have a long history of making great contributions to the United States.
They drive economic growth, innovation and job creation. Immigrants are 30 percent more likely to form new businesses
than U.S.-born citizens,” and major U.S. employers, such as Intel, eBay, Yahoo! and Google, were all co-founded by
immigrants. Among people with advanced degrees, immigrants are three times more likely to file patents than U.S.-born
citizens,® and for every high-skilled, temporary H-1B visa position requested, U.S. technology companies increase their

employment by five workers.®
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CONTRIBUTIONS OF HIGHLY EDUCATED WORLD TALENT

However, America’s outdated, employment-based immigration policies shut the door to top world talent and all the
great benefits they bring to U.S. economic growth and job creation. More than 1 million highly educated foreign-born
professionals and their families are currently waiting for green cards, yet only 140,000 employment-based green cards
are available annually, a cap set by Congress in 1990.°

While America fails to modernize its policies, the rest of the world has recognized ~ “There are unfilledjob openings
the importance of welcoming top talent into their workforces. Consider that only in America l’Ode because
7 percent of the 1 million-plus green cards issued each year are allocated based .
on employment. Comparatively, Canada admits 25 percent of immigrants based on employers can’t find the

employment, Australia 42 percent, and the United Kingdom and Germany almost skilled workforce to fill them.
60 percent." Furthermore, opportunities abroad have become more attractive for If we want to continue to create
foreign-born professionals. According to a Ewing Marion Kauffman Foundation

_ , economic growth we have to
survey, more than 90 percent of Chinese and 60 percent of Indian returnee

entrepreneurs said the availability of economic opportunities in their countries both comprehenswely upgrade
was a very important factor in their return, and roughly 75 percent of Indian the U.S. education and worker
respondents and more than 80 percent of Chinese respondents said that the chance training system and allow the
to start their own companies was better in their own countries than in America.' ,

world’s best talent to compete
Reforms to the U.S. immigration system for highly educated, foreign-born for jobs here.”

professionals, many of whom graduate with advanced degrees from U.S. universities — Ellen J. Kullman,

in the critical sci technol ineeri d mathematics (STEM) fiel .
in the critical science, technology, engineering, and mathematics ( ) fields, Chair and CEO, DuPont

must be enacted to ensure that America welcomes top world talent.

Unfortunately, as with U.S. policy on education and the workforce, immigration policy is stalled. Although there is
widespread, bipartisan agreement that giving American employers greater access to highly educated, foreign-born
professionals is good for U.S. growth and job creation, these reforms have been tied to passing more controversial

comprehensive immigration reform, which has produced a stalemate in Congress.

In addition to building domestic talent, the United States should welcome the best and brightest from around the world.
BRT will continue to promote changes in immigration policies for highly educated, foreign-born talent, particularly for
foreign nationals who receive advanced degrees in STEM fields from U.S. universities. Clearly, as a nation, America

also needs to resolve longstanding problems with both legal and illegal immigration, and BRT will begin to develop the
substance and strategy for a path forward on comprehensive immigration reform.
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Solutions

Create a new STEM green card for foreign students who graduate from U.S. universities with advanced degrees in
STEM fields.

Recapture unused green cards to ensure that the best and brightest have the ability to pursue their careers in the
United States after graduating from top-flight U.S. universities.

Exempt from the employment-based green card quotas individuals who meet the standard for a National
Interest Waiver petition, and clarify the standard for a National Interest Waiver in light of current agency

interpretations.

Do not count dependent family members of the principal sponsored as an employment-based immigrant toward
the numerical limit.

Eliminate the per-country limit on employment-based green cards.

Increase the standard H-1B visa cap from 65,000 to 90,000 and remove the 20,000 cap for advanced degree
holders so that all foreign nationals who receive a master’s degree or higher from a U.S. university can be eligible
for an H-1B visa.

Create a new immigrant entrepreneur’s visa to fuel startups in the United States. Individuals must have a
bachelor’s degree or higher and create three U.S. jobs (for nonrelatives) within two years to receive green card;
self-funding or venture capital financing would be permitted.
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A SKILLED, PREPARED WORKFORCE

Fast Facts

Only 34 percent of U.S. 4th graders can read at or
above the proficient level, according to the 2011
National Assessment of Educational Progress. Thirty-
three percent of U.S. 4th graders are reading below the
basic level.’

On the 2009 OECD Programme for International
Student Assessment (PISA), among 15-year-old
students in 65 countries, the United States ranked 31st
in mathematics, below the OECD average. The United
States fared slightly better in science, ranking 23rd,
with student performance equal to the OECD average.?

In December 2011, the unemployment rate for U.S.
high school graduates was more than twice as high
as the rate for Americans with a bachelor’s degree or
higher. For those without a high school diploma, the
unemployment rate was more than triple the rate for
college degree holders.?

By 2018, 63 percent of new and replacement jobs will
require a credential beyond high school, and of these
jobs, more than half will require a bachelor’s degree or
higher. Jobs for middle skill workers (workers with some
college, a certificate or an associate degree) will make
up 29 percent of the workforce.*

While 68 percent of high school graduates go on

to two- or four-year colleges in the fall after they
graduate,® only 28 percent of students receive an
associate degree within three years, and just 57 percent
receive a bachelor’s degree within six years.®

Earning a college degree increases the
chances of finding and keeping a good job.

Education Level December 2011
Achieved Unemployment Rate
Less than High School 13.8%
High School Graduate/ 8.7%
No College
Some College or o
Associate Degree 77%
Bachelor’s Degree or

4.1%
Higher

Source: U.S. Bureau of Labor Statistics, Table A.4. 2012

Jobs in the STEM fields are growing.

Employment Projections of STEM New and
Replacement Jobs through 2018: 2.4 Million

Bachelor’s Degree
979,000
41%

Associate Degree
306,900 Graduate
13% Degree
569,700
24%

Some College

295,000
12% High School
Graduate
226,600
10%

Source: Georgetown University Center on Education and the Workforce, 2071

Over the past decade, growth in STEM jobs was three times greater than non-STEM occupations, and this

trend is expected to continue.”

Science and engineering degrees, excluding social and behavioral sciences, comprise roughly 16 percent of

U.S. bachelor’s degrees, substantially lower than the percentage of bachelor’s degrees awarded in the

same science and engineering fields in China (44 percent), South Korea (37 percent) and the European

Union (24 percent).®
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A SKILLED, PREPARED WORKFORCE

Education attainment is the lynchpin of a productive and prosperous society. A young person who chooses not to finish
high school makes a life-altering decision that limits his or her lifetime earnings and ability to succeed in today’s global
economy. Dropping out of high school, as almost 7,000 U.S. students do daily according to the Alliance for Excellent
Education, is the single biggest mistake a person could make.® A high school diploma is not enough to meet the
education requirements of the fastest growing new jobs, and continued employment and higher pay increases are more

likely with additional education credentials.

U.S. economic performance and job creation require a workforce that possesses the skills and knowledge that employers
need, particularly in STEM fields and fast-growing occupations that require STEM skills. But there is a mismatch
between the education and skills that many Americans have and what employers need. Although more than 13 million
U.S. workers are unemployed, businesses report more than 3 million open jobs, jobs that cannot be filled by previously
displaced workers because of gaps in skills and training.'°

Despite the indisputable value that education provides, America’s education system “A high-quality workforce,
continues to lag behind its peers. It is not that U.S. education is getting worse; . .
performance is generally flat — and in some cases is improving. However, even espeC|aIIy in the areas of
in the areas where U.S. performance is getting better, it is not improving as fast math, science, technology,
as other countries, and American workers are falling behind their international and engineering, is critical
counterparts in terms of education attainment. On international assessments of for the ability of countries
math and science achievement, U.S. students score significantly behind their peers i
in top-performing European and Asian countries." and economies to SucceSSfu”y
compete and prosper in the
A recent study of the highest-performing school systems, based on the standardized 27st centu ry.”

OECD PISA, shows that a central attribute of the best systems is the focus on

the selection and training of teachers to improve the quality of instruction in the — Rex W. Tillerson, Chairman and
classroom. This study shows that top-performing systems typically recruit their CEO, ExxonMobil Corporation, and
teachers from the top third of graduating classes, are highly selective, and in some Chair, Business Roundtable Education
cases, pay for teacher training tuition and fees. and Workforce Committee

Moreover, high-performing schools systems do a better job of training teachers over their careers with a focus on
building practical skills, coaching and best-practice sharing.” Some of the higher-performing school systems spend
substantially less on their education per student than lower-performing systems (e.g., the United States).' Despite
substantial (73 percent) increases in spending and many well-intentioned reform efforts in the United States (including

class size reduction), actual student performance has not improved significantly in decades.’

Reforms and initiatives supported by business and other leaders have produced some positive developments in
education and workforce policy. Tools and resources have been developed that are helping focus reform efforts on

better results. For example:

»  Forty-five states plus the District of Columbia adopted higher Common Core State Standards in English/language
arts and mathematics. Common state science standards are currently being developed.
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» The No Child Left Behind Act exposed gaps in student achievement, which had been hidden by average scores in
schools and districts. Research and the successes of individual schools in response to their student achievement
data demonstrate that these gaps can be closed while all students improve.

» New state data systems are providing more and better information on school and student performance, from
prekindergarten through postsecondary education and the workforce.

» There is increasing attention to and demand for career pathways from high schools to community colleges and
other one- and two-year programs that lead to credentials valued by employers, including high school diplomas,
workforce certifications and associate degrees.

D  After decades of focus on access to college, state and federal policymakers recognize that access is necessary but
not sufficient, and they are beginning to hold institutions accountable for completion rates.

» New public/private partnership models are emerging that bring together research universities, entrepreneurs and
government.

While these developments are positive, they are not enough. The high school dropout rate remains unacceptably high,
and many who do graduate lack the skills needed to succeed in college or work; proficiency in reading, math and science
remains unacceptably low; achievement gaps between racial, ethnic and income groups persist; and U.S. students’
interest and achievement in STEM are insufficient for future workforce demands.

After decades of involvement in education reform initiatives by individual companies and organizations such as BRT,
but only incremental improvement to show for it, CEOs believe it is time to take a fresh look at the changes needed
to produce significantly better results. Incremental change that tinkers around the margins is not producing the results
needed for individual success or national competitiveness.

Based on benchmarking best policies and practices in the United States and around the world, BRT will focus on the
following education and workforce issues in the next year:

» Implementing Common Core State Standards in math and English language arts, as well as Next Generation
Science Standards (now under development).

» Tying data and accountability systems to core standards.
» Improving teacher training and support, with emphasis on the critical need areas of:
STEM, K-12 and postsecondary education, and
Early learning, with an emphasis on ensuring that every 8-year-old can read.
» Aligning community college technical skills training with business needs.
BRT will provide a business perspective on how the federal government can play a more effective, although limited, role
in education and identify the work of best practice leaders that should be replicated. BRT CEOs will continue to work

with Congress and the Administration to improve and reauthorize the Elementary and Secondary Education Act — with
an emphasis on higher standards, accountability, transparency and teacher quality.

Business Roundtable
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Solutions

Use research from high-performing school systems in the United States and around the world to change teacher

training and support policies and practices, with an emphasis on STEM and early reading.

»  Support adoption and implementation of Common Core State Standards in math and English/language arts
and Next Generation Science Standards when they are developed.
» Continue to promote more consistent and useful data systems, and tie data and accountability for students
graduating from high school prepared for postsecondary education and careers to achievement of core standards.
» Streamline federal workforce training programs. Make it a priority for institutions to offer and for participants to
receive workforce certifications or degrees that are recognized and valued by employers.
»  Establish partnerships with community colleges that align technical skills training with business needs and
employment opportunities.
1 National Assessment of Educational Progress. (2011). The nation’s report card. Washington, DC. Retrieved from http://nationsreportcard.gov/
reading_2011/
2 Organisation for Economic Co-operation and Development. (2010). Factbook 2010: Economic, environmental and social statistics. Paris, France.
Retrieved from www.oecd-ilibrary.org/economics/oecd-factbook-2010_factbook-2010-en
3 U.S. Bureau of Labor Statistics. (2012). Employment status of the civilian population 25 years and older by educational attainment, seasonally
adjusted. Table A-4. Washington, DC. Retrieved from www.bls.gov/news.release/empsit.t04.htm
4 Carnevale, A., Smith, N., & Strohl, J. (2010). Help wanted: Projections of jobs and education requirements through 2018. Washington, DC:
Georgetown University Center on Education and the Workforce. Retrieved from www9.georgetown.edu/grad/gppi/hpi/cew/pdfs/FullReport.pdf
5 U.S. Bureau of Labor Statistics. (2011). College enrollment and work activity of 2010 high school graduates. Washington, DC. Retrieved from
www.bls.gov/news.release/hsgec.nr0.htm
6 National Center for Education Statistics. (2010). Digest of education statistics. Table 341. Washington, DC: U.S. Department of Education.
Retrieved from http://nces.ed.gov/programs/digest/d10/tables/dt10_341.asp
7  Georgetown University Center on Education and the Workforce. (2011). STEM report. Washington, DC. Retrieved from www9.georgetown.edu/
grad/gppi/hpi/cew/pdfs/stem-complete.pdf
8 National Science Board. (2012). Science and engineering indicators: 2012. Table 2-32. Arlington, VA. Retrieved from www.nsf.gov/statistics/
seind12/c2/c2s4.htm
9 Swanson, C. (2011). Analysis finds graduation rates moving up. Education Week. Retrieved from www.edweek.org/ew/
articles/2011/06/09/34analysis.h30.html?intc=EW-DC11-TOC
10 U.S. Bureau of Labor Statistics. (2012). Job openings and labor turnover summary. Washington, DC. Retrieved from www.bls.gov/news.release/
jolts.nr0.htm
11 National Center for Education Statistics. (2010). Highlights From PISA 2009: Performance of U.S. 15-year-old students in reading, mathematics,
and science literacy in an international context. Washington, DC: U.S. Department of Education. Retrieved from http://nces.ed.gov/pubsearch/
pubsinfo.asp?pubid=2011004
12 McKinsey & Company. (2007). How the world’s best-performing schools come out on top. Retrieved from http://mckinseyonsociety.com/
how-the-worlds-best-performing-schools-come-out-on-top/
13 Ibid.
14 Ibid.
15 Ibid.
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AFFORDABLE, QUALITY HEALTH CARE

Fast Facts

» Health care costs are skyrocketing. At
$2.6 trillion, they accounted for 17.9 percent
of GDP in 2010 and are estimated to increase
to 19.8 percent by 2020."

» Medicare and Medicaid are significant drivers
of health care spending in the United States.
Total federal health care expenditures in 2010
were $810 billion — 5.6 percent of GDP.?

» Medicaid is projected to increase from
7.6 percent of federal spending in 2011 to
10 percent in 2020.3

» Demographic trends contribute to increasing
costs. Americans ages 65 or older are expected
to grow to 17 percent of the population in the
next 10 years.*

» Significant costs are also associated with
medical liability and malpractice claims. A 2010
study found that the practice of defensive
medicine cost an estimated $45.6 billion in
2008.°

» The employer-based health care system insures
169 million Americans.®

» The average annual premium for employer-
based family coverage was $15,073 in 2011,
up 9 percent from 2010 and 113 percent from
2001.7

»  Studies indicate that preventative medicine
can lower health care costs. A study by
the Trust for America’s Health found that
investing $10 per person per year in disease
prevention programs could save $18 billion
(2004 dollars) in annual health care costs

Health care costs are projected to rise from 17.6 percent
of GDP in 2009 to almost 20 percent by 2020.

National Health Care Expenditures as Share of GDP
20% 19.8%
18%
16%

14%

Share of GDP

12%

10%

Historical | Estimated

1990 1995 2000 2005 2010 2015 2020

8%

Note: 2010-20 projections were based on the National Health Expenditures released in January
2011. Projections include impacts of the Affordable Care Act.
Source: Centers for Medicare & Medicaid Services, Office of the Actuary, National Health

Statistics Group; U.S. Department of Commerce, Bureau of Economic Analysis; and U.S. Bureau
of the Census

Spending on entitlement programs, including Medicare
and Medicaid, is on an unsustainable pathway.

Entitlement Program Spending
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within 10-20 years, producing a return on
investment of 6.2-to-1.8 Health information
technology (IT) could produce up to $81 billion 10 years.
(2004) annually in efficiency savings.® This is

roughly equivalent to 25 percent of annual

Average annual premiums for employer-based
coverage have increased sharply during the past

Average Annual Premium for Single & Family Coverage

out-of-pocket health care expenditures for the $16,000
average U.S. household.™ $14000
$12,000

» Widespread adoption of health IT could $10,000
reduce medical errors, which a Milliman study $8,000
estimated cost the U.S. economy $19.5 billion $6,000

in 2008." $4,000
$2,000

%0059 2001 2003 2005 2007 2009 2011
M single Coverage

M Family Coverage

Source: Kaiser/HRET Survey of Employer-
Sponsored Health Benefits 1999-2011

Business Roundtable CEOs believe maintaining an affordable, innovative and efficient health care system is a critical

factor to ensuring a better quality of life for all Americans and a more productive and competitive U.S. workforce.

Although the United States is recognized as a leader in medical technology,
research and quality of care, the costs of its health care system are quickly
becoming unsustainable. Constituting almost 18 percent of GDP in 2010 and
rising at more than twice the annual rate of inflation, soaring health care costs
place a growing burden on family, business and government budgets.?

A variety of factors endemic to the current U.S. health care system contribute
to its escalating costs. Most notably, the U.S. health care system is fragmented,
and consumers are insulated from the cost and quality of the services they are
provided. Cost-effective prevention and wellness-based programs are often

left undervalued, underused and underfunded. Medical care is dispensed and
received with relatively little knowledge of its full costs and likely benefits, and
doctors and patients are encouraged to pursue treatment more aggressively
when earlier preventive measures would have been more effective.

“Business Roundtable CEOs
consistently cite rising medical care
costs as their number-one cost
pressure. These costs are inhibiting
job creation and damaging our
ability to compete in global
markets. Medical care costs are also
putting a strain on the household
budgets of many Americans.”

— John Engler, President,
Business Roundtable

Government-funded Medicaid and Medicare entail significant inefficiencies and rapidly increasing costs, and providers

are not rewarded for high-quality and cost-effective care. As the number of retirees grows, the cost of medical services

remains unchecked and competition among private health care providers is limited, these programs will continue to exert

a burden on taxpayers.
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Efficiency-enhancing and cost-cutting reforms can be introduced at several points in the U.S. health care delivery
system while retaining its existing employer-based system, which provides health care coverage to 169 million
Americans.” Regulations should recognize the ability of market forces (primarily purchasers and consumers of services)
to implement innovative solutions and bring down health care costs.

BRT CEOs believe the private market can drive innovation in the way medical care is dispensed so that consumers can
have information on the cost, benefits and outcomes related to the quality of care from physicians and hospitals readily
available to enable them to make informed decisions. Moving rapidly toward a health care system that uses electronic
records will significantly reduce health care costs. In addition, addressing the issue of medical liability has significant
potential to cut costs.

Ultimately, reforms that unleash private market innovation and preserve the ability of employers to offer affordable
health benefits will curb costs and allow savings to be passed down to consumers, the business community and
government. If America gets health reform right, families win, and the nation becomes more secure economically and
financially.

Solutions

» At every opportunity, adopt policies that provide greater transparency to unleash consumers to reduce costs
and seek quality health care services. Today, almost anything can be found on the Internet, yet in health care,
consumers still cannot access understandable information on cost, quality and outcomes. Policies should empower
consumers in the health care marketplace by ensuring that they have cost and quality information, access to
wellness and chronic care programs, and competitive coverage options.

» Enact medical liability reform to ensure that patients do not lose access to physicians and a full range of health
care services.

» Adopt policies that seek to expand the private health care market and promote market-based competition.

» Fix what is wrong with the current health care law, including eliminating unnecessary or duplicative
requirements and eliminating unnecessary taxes on medical devices, insurance plans and pharmaceuticals that raise
the cost of care without improving quality. Regulation should enhance competition and transparency — and avoid
regulating the cost of health care coverage.

1 National Health Expenditure. Projections 2010-2020, forecast summary and selected tables. Baltimore, MD. Retrieved from
https://www.cms.gov/NationalHealthExpendData/03_NationalHealthAccountsProjected.asp#TopOfPage

2 Congressional Budget Office. (2011). The budget and economic outlook: An update. Washington, DC. Retrieved from www.cbo.gov/
ftpdocs/123xx/doc12316,/08-24-BudgetEconUpdate.pdf

3 Ibid.
4 Ibid.

5 Mello, M., Chatidra, A., Gawande, A., & Studdert, D. (2010). National costs of the medical liability system. Health Affairs. Retrieved from
http://content.healthaffairs.org/content/29/9/1569.abstract
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U.S. Census Bureau. (2011). Health insurance highlights: 2070. Washington, DC. Retrieved from www.census.gov/hhes/www/hlthins/data/
incpovhlth/2010/highlights.html

Kaiser Family Foundation and Health Research & Education Trust. (2011). Employer health benefits 2011 annual survey. Menlo Park, CA.
Retrieved from http://ehbs.kff.org/?page=abstract&id=2

Trust for America’s Health. (2009). Prevention for a healthier America: Investments in disease prevention yield significant savings, stronger
communities. Washington, DC. Retrieved from www.preventioninstitute.org/component/jlibrary/article/id-75/127.html

Hillestad, R., Bigelow, J., Bower, A., Girosi, F., Meili, R., Scoville, R., & Taylor, R. (2005). Can electronic medical record systems transform health
care? Potential health benefits, savings, and costs. Health Affairs. Retrieved from http://content.healthaffairs.org/content/24/5/1103.abstract

Milliman. (2011). 2071 Milliman medical index. Seattle, WA. Retrieved from http://insight.milliman.com/article.php?cntid=7628&utm_
source=milliman&utm_medium=web&utm_content=MMI-mktg&utm_campaign=Healthcare&utm_terms=Milliman+Medical+Index

Milliman. (2010). The economic measurement of medical errors. Seattle, WA. Retrieved from www.soa.org/research/research-projects/health/
research-econ-measurement.aspx

Centers for Medicare & Medicaid Services. (2011). National health expenditures 2010 highlights. Washington, DC. Retrieved from www.cms.gov/
NationalHealthExpendData/downloads/highlights.pdf; and CPI. Retrieved from ftp://ftp.bls.gov/pub/special.requests/cpi/cpiai.txt

U.S. Census Bureau. (2011). Health insurance highlights: 2070. Washington, DC. Retrieved from www.census.gov/hhes/www/hlthins/data/
incpovhlth/2010/highlights.html
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Fast Facts

» As of September 30, 2011, tax-
qualified retirement plans held
$17 trillion in assets. These assets
provide long-term investment capital,
fuel growth, create jobs and boost
economic security.’

» In the private sector, there were
67 million participants in defined
contribution plans and 19 million
participants in defined benefit plans as
of 20072

» Seventy-three percent of full-time
private-sector workers have access
to a retirement plan at work, and
employer-sponsored retirement plans
paid out $836 billion in benefits in
20102

» In 2010, Social Security paid $577
billion in retirement benefits to 44
million people.*

» By 2036, the combined Social Security
Trust Funds will be fully exhausted,
and program income will cover only
about 75 percent of expenditures.’

Recent survey data suggest that Americans are increasingly
pessimistic about their retirement finances.

Looking ahead to your retirement, how confident are you that you will
have the financial resources to live comfortably during your retirment?

Somewhat Confident
A1%

Very Confident
7% Not at All
Confident

Not Too Confident 20%
32%

Do you think you will do any work for pay after you retire, or not?

No Answer—
1%

Source: Associated Press-LifeGoesStrong.com survey, October 2011

»  Fifty percent of workers indicated that they are not confident about having enough money to live

comfortably after retiring,® and nearly three-quarters of baby boomers report that they intend to work past

their retirement years.”
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In the late 1930s, when Social Security first started, roughly half of the U.S. population lived to be at least 67 years
old. Today, more than 80 percent live to be at least 67, and half the population will reach the age of 82.8 As America
continues to age, promoting prudent retirement saving and ensuring a fiscally sustainable Social Security safety net

become ever more essential public policy goals.

Stable and predictable policies that promote retirement security and economic growth are essential to ensure a
reasonable standard of living for most Americans in retirement and to make the United States a more attractive place
for skilled workers and businesses. While the primary responsibility for ensuring a secure and comfortable retirement lies
with the individual, employers and government also play key supporting roles through Social Security and employment-
based retirement plans and in informing Americans about their retirement options.

Social Security

Social Security has provided a reliable level of retirement security for decades, but demographic changes mean that
the system is not sustainable in its current form. Social Security reform is needed so that it can remain the bedrock of
Americans’ retirement security. Reforms that bring Social Security into long-term financial balance should be made as
soon as possible to minimize disruption and allow time to plan.

“Pension policy must provide
Although Social Security must meet its promises to current retirees and those emp/oyers with the certainty that
nearing retirement, long-term benefit promises must be based on demographic will allow them to make new CGpitCl/
and economic realities. In particular, further increases in payroll taxes are not . )
, . . investments, to hire new employees,
a panacea; they would increase costs of employment and should be viewed

through the lens of potential job loss and slower economic growth. and to make R&D investments.”

— Larry Zimpleman, Chairman, President

Employment-Based Retirement Plans and CEO, Principal Financial Group, Inc.

Robust employment-based defined benefit and defined contribution retirement plans are an indispensible component
of America’s national retirement savings strategy. The success of those plans is predicated on tax rules that create
incentives for employers to contribute to retirement plans and that encourage workers to save. In the past, retirement
tax policy has sometimes been changed based on a short-sighted focus on immediate budgetary savings, without
consideration of the potential long-term economic and social damage caused by such changes. That approach is
counterproductive. Policies that promote long-term savings and investment offer the best path to sustainable economic
growth and ensure greater retirement security.

At the same time, complex and burdensome new requlations, along with a growing threat of unjustified legal actions,

continue to increase costs and discourage employers from establishing and maintaining retirement plans. To compete

in a global marketplace, employers must have flexibility to implement retirement plans that attract and retain qualified
employees. In particular, the current funding rules inadvertently impose volatile and unpredictable contribution

requirements on employers, which is contributing to slowing the economic recovery and hampering job creation.

Taking Action for America: A CEO Plan for Jobs and Economic Growth

47



STABLE POLICIES THAT ENSURE RETIREMENT SECURITY

48

Individual Responsibility

To achieve financial security in retirement, most Americans will need to make regular additions to savings. They also will
need to make responsible decisions about when to retire and how to spend down their retirement savings prudently.
Current policies can create disincentives to continued work, impose barriers to phasing into retirement and discourage
employers from educating workers about retirement issues.

Solutions

» Retain current tax policy, with its strong, consistent incentives for employers and employees to contribute to
defined benefit and defined contribution retirement plans. These contributions are a key component of America’s

national retirement savings strategy.

»  While it is important that all defined benefit plans be systematically funded to ensure that benefits are paid, modify
the current private-sector funding rules to eliminate volatile and unpredictable contribution increases, especially
during periods of economic downturn.

» Ensure that laws and requlations safequard retirement fund assets. They should not subject employers
to costly administrative burdens or penalties, unwarranted litigation, or excessive Pension Benefit Guaranty

Corporation premiums.

» Ensure that policies do not discourage retirees from continued work or phasing into retirement. Regulations
should not discourage employers from informing workers about saving for retirement and aiding employees with
investment decisions or other financial choices.

» Enact reforms that bring Social Security into long-term financial balance as soon as possible to minimize
disruption and give Americans the lead time to plan appropriately.

1 Investment Company Institute. (2011). Retirement assets total $17.0 trillion in third quarter 2011. Washington, DC. Retrieved from www.ici.org/
pressroom/news/ret_11_q3

2 Borzi, P. (2010). Testimony of Assistant Secretary of Labor, Employee Benefits Security Administration, before the Special Committee on Aging.
Washington, DC. Retrieved from www.dol.gov/ebsa/newsroom/ty061610.html

3 American Benefits Council, American Council of Life Insurers. (2011). Statement for the record: United States Senate Committee on Finance
hearing on tax reform options: Promoting retirement security. \Washington, DC. Retrieved from www.americanbenefitscouncil.org/documents/
retirement_sfc-hearing-statement_council-acli091511.pdf

4 Social Security Administration. (2011). A summary of the 2011 annual reports. Washington, DC. Retrieved from www.ssa.gov/oact/STATS/
table4a5.html and www.ssa.gov/oact/STATS/OASDIbenies.html

5 Social Security Administration. (2011). The 2011 annual report of the Board of Trustees of the federal old-age and survivors insurance and federal
disability insurance trust funds. Washington, DC. Retrieved from www.socialsecurity.gov/OACT/TR/2011 /tr2011.pdf

6 Employee Benefit Research Institute. (2011). 2017 retirement confidence survey. Washington, DC. Retrieved from www.ebri.org/pdf/surveys/
rcs/2011/FS1_RCS11_Confidence_FINALT.pdf

7 Associated Press-LifeGoesStrong.com. (2011). Boomers survey October 2011. Palo Alto, CA. Retrieved from http://surveys.ap.org/data/
KnowledgeNetworks/AP_Boomers%20Survey_Topline_20111014_Finances.pdf

8 U.S. Department of Health and Human Services. (2010). National vital statistics report. Washington, DC. Retrieved from www.cdc.gov/nchs/data/
nvsr/nvsr58/nvsr58_21.pdf
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CONCLUSION

BRT CEOs believe that America possesses enormous strengths, including a large and sophisticated internal market;
abundant natural resources; and a culture that values hard work, investment and entrepreneurship.

They believe that, while the urgency of the nation’s current condition is very real, the United States and its people have
the wherewithal to “Take Action for America” and address these challenges head on.

The recommendations in this report, which are summarized below, are a blueprint for American recovery that, if enacted,
will create a robust platform for business investment, economic growth, enhanced U.S. competitiveness and greater

opportunity for all Americans.

AMERICAN GLOBAL LEADERSHIP

Stabilize and reduce the federal debt relative to the size of the economy by
achieving a balanced federal budget, excluding interest payments on the debt,
within the next five years.

Streamline the regulatory process, require cost-benefit analyses of all federal
regulatory agencies, encourage early engagement with regulated industries and
establish a Transparency Portal that enables the public to track the progress of
federal permits.

Adopt a competitive U.S. corporate tax rate comparable to the Organisation for
Economic Co-operation and Development average and a competitive territorial
tax system similar to the rest of the world.

Develop and actively pursue international trade, investment and regulatory
initiatives to help U.S. companies and workers increase their competitiveness in
international markets and ensure that U.S. and foreign markets remain open for
trade and investment.

Open Markets for
International Trade
and Investment

Reliable, Adopt a coherent national energy strategy that makes U.S. energy systems more
Affordable Energy  diverse, more domestic and more efficient.

Protecting U.S. Integrate the full resources of the U.S. government to protect America’s strategic
Technology Assets information systems; develop flexible, responsive and collaborative public-private
with Effective partnerships to share information and coordinate responses; and provide U.S.
Cybersecurity businesses with the tools they need to combat global cybersecurity threats.

Reform America’s employment-based immigration system so that it welcomes

1 . top world talent and all the great benefits they bring for U.S. economic growth

' \I;I\[Ig:;:]y'fac::ﬁ:ted and job creation — especially foreign nationals who have graduated from a U.S.
i university with an advanced STEM degree.

. Contributions of
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AMERICAN WORKERS AND FAMILIES

A Skilled, Prepared
Workforce

Prioritize education and workforce reforms in the next year to achieve

the greatest impact, including Common Core State Standards; data and
accountability systems that are tied to the Common Core; teacher training and
support, with a focus on science, technology, engineering and math (STEM),
K-=12 and postsecondary education, and ensuring every 8-year-old can read; and
aligning community college technical skills training to business needs.

Affordable, Quality
Health Care

Empower consumers with health care cost and quality information; fix what
is wrong with the current health care law — including eliminating duplicative
requirements and unnecessary taxes on medical devices, insurance plans and
pharmaceuticals; enact medical liability reform; and promote competition.

Stable Policies that
Ensure Retirement
Security

Preserve tax incentives that encourage employers and employees to contribute
to retirement plans; reform federal entitlement programs to achieve long-term
fiscal balance; and avoid pension funding rules that impose volatile and untimely
contribution requirements on employers, especially in the current economic
climate.
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