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The CPA Outlook Index
The CPA Outlook Index (CPAOI) is a broad-based indicator of the strength
of U.S. business activity and economic direction that reflects the views of
CPAs who are AICPA members in Business & Industry holding executive
positions in both public and privately-owned organizations of all sizes, and
across a broad spectrum of industries.
The CPA Outlook Index (CPAOI) improves from 62 to a level of 68.
All major index components improve including U.S. economy optimism, organization optimism,
expansion plans and employment. IT spending slipped only a point.

A reading above 50 indicates a generally
positive outlook with increasing activity.
A reading below 50 indicates a generally
negative outlook with decreasing activity.
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CPA Outlook Index

The CPAOI is a robust measure of sentiment about the U.S. economy that is supported by the
unique insight and knowledge that CEOs, CFOs, Controllers, and other CPA executives have about the
prospects for their own organizations, their expectations for revenues and profits, and their plans for
spending and employment.
The CPAOI is a broad-based composite index that captures the expectations of our members and their
plans for a breadth of indicators of economic activity. It is a composite of the following nine measures at
equal weights:
U.S. Economy Optimism

Respondent optimism about the US economy

Organization Optimism

Respondent optimism about prospects for their own organization

Business Expansion

Respondent expectations of whether their business will expand over the next 12 months

Revenues

Expectations for revenue over the next 12 months

Profits

Expectations for profits over the next 12 months

Employment

Expectations for headcount over the next 12 months

IT Spending

Plans for IT spending over the next 12 months

Other Capital Spending

Plans for capital spending over the next 12 months

Training & Development

Plans for spending on employee training and development over the next 12 months

Each individual component indicator is calculated by taking the percentage of respondents who indicated
that their opinion or expectation for the metric is positive or increasing and adding to that half of the
percentage of respondents indicating a neutral or no-change response. A reading above 50 indicates a
generally positive outlook with increasing activity. A reading below 50 indicates a generally negative
outlook with decreasing activity.
As an example, if 60 percent of respondents indicate an optimistic or very optimistic view, and 20 percent
express a neutral view, the calculation of the component indicator would be 70 [60% + .5 x 20%].
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Outlook for the U.S. Economy and Organization
Rebound of optimism about U.S. Economy, organization, and expansion plans continues
Over half (58%) of CPA executives are now optimistic about the prospects for their own
organization, improving another nine points from the low levels during the coronavirus
shutdown.
Expansion plans also improved another 12 points in the first quarter of 2021 with 58% now
having plans to expand their business
Both optimists and pessimists cite the new administration as part of their rationale. Optimists
cite the additional stimulus, vaccine roll-out and pent-up demand in the economy. Concerns
included potential policy impacts, especially on small businesses and specific sectors.
Outlook for the U.S. Economy, Organizations & Expansion

As noted last quarter, concern about costs and prices is likely to be an evolving story. This
quarter 44% of our respondents are now more concerned about inflation than they are about
deflation. Only 3% expressed concern about deflation, while 43% say they are not concerned
with either. Reflecting this is a slight uptick in the ability to increase prices charged from 1.4% to
1.8%. The corresponding uptick of input prices from 2.3% to 3.1% is likely one factor limiting the
increase in profitability vs. top-line revenue growth.
Concern about labor costs is now the highest-ranking inflation concern for 35% of respondents.
Raw material cost concerns eased as the top concern for 39% of respondents in the fourth
quarter to now 32%, while energy costs as the greatest concern ticked up from 11% to 15%.
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Key Performance Indicators
Revenue and profit projections move into positive territory; spending plans also reflect improved
outlook
Revenues are now projected to increase at a rate of 3.0%, up from only 1.2% in the fourth
quarter and a projected to decline of -0.6% in the third quarter. Similarly, profits, are now
projected to increase at a rate of 1.9%, up from only 0.2% in the fourth quarter and a projected
decline of -1.2% in the third quarter.
Expectations for Revenue and Profits

Reported spending plans are also showing improvement. IT spending remained at 2.8%, at
least approaching the 3%+ range seen in several quarters prior to the downturn.
Other capital spending is now projected to increase by 1.9%, up from 1.7% expected in the
fourth quarter. Training now projected to increase at 1.0%, up from 0.7%. Marketing spending
continues to recover, now at 1.2%, while R&D spending plans ticked up from 0.9% to 1.0%.

Hiring Plans
Employment picture also improves with fewer businesses saying they have excess employees
In this quarter, 53% of all companies say they have the appropriate number of employees. The
number that currently say that they have an excess of employees, eased further from 11% to
7%.
On the other side of the equation, 38% of our respondents indicated they had too few
employees. While 19% are hesitating because of current conditions, 19% are planning to hire in
the near future, continuing to tick up from 14% in the fourth quarter.
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Staffing Relative to Needs

Employment plans by business size show improvement, especially in the $10-$100 million
group:
o
o
o
o

Of employers with revenues < $10 million, 61% have the right number of employees, 9%
have excess; of the 28% with too few, 9% are planning to hire, 19% are hesitant.
For employers with > $1 billion in revenues, only 9% now have excess employees, down
from 16% in Q4. Of the 35% with too few employees, only 13% are planning to hire,
while 22% remain hesitant.
Of those in the $100 million to $1 billion category, 37% say they have too few
employees; 23% are hiring, while 14% are hesitant.
In the $10 - $100 million range, 45% now have too few employees; of those, 26% have
plans to hire; 19% are hesitant

Industry, Region and Business Size Outlook
Optimism rebounds in retail, manufacturing continues to be positive, construction and real
estate show some softness; hiring now expected to be positive across all major segments
Retail trade optimism rebounds from only 42% optimistic in the fourth quarter of 2020 to now
63% expressing optimism which is also translating into hiring plans. Retail hiring rebounded
from a projected decline of -1.3% looking ahead from the fourth quarter to now an expected
hiring rate of 3.8%. Wholesale trade optimism eased from 50% to 41% optimistic.
Manufacturing optimism and hiring also improved this quarter, with an increase in optimism from
52% to 58%, and hiring plans improving from 1.3% to 2.4%. Technology optimism ease a bit
from 48% to 44%, but hiring is expected to continue being strong, improving from 1.1% to 2.3%.
Similarly, construction optimism eased from 52% to 44% but hiring improved from an
expectation of being flat looking ahead from the fourth quarter to a projected increase now of
2.2%.
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Industry, Region and Business Size Outlook (cont’d)
As noted previously, we have not traditionally reported on the optimism of Hospitality and Food
Services, which includes travel and leisure segments; this sector is clearly one that has been hit
hard by the pandemic. Fortunately, these executives are now projecting an increase in hiring of
2.1% after projecting a decline of -1.1% in employment in the fourth quarter, and -3.6% in the
third quarter.
Similarly, we are also showing a bit of a rebound in the extractive industry segment, with a
projected increase in employment in Mining, Natural Resources and Oil & Gas of 1.7%, rather
than the declines of -1.6% and -2.3% projected in the fourth and third quarters, respectively.

Expected Employment Change by Industry

Optimism in Professional Services continues to improve, now at 62%, although hiring is
projected to ease a bit. Finance and Insurance optimism declined from a fourth quarter high of
65% to now 53% being optimistic, but hiring is projected to increase at a rate of 1.6%, up from
1.0% in the fourth quarter.
Healthcare provider optimism gave back its fourth quarter gain to 56% optimistic, declining to
only 39% optimistic looking ahead from the first quarter. However, hiring plans are now
expected at a 1.3% rate, up from 0.8% last quarter. Healthcare other optimism also eased a bit
from 65% to 61%, but hiring is expected to be strong at a rate of 2.9%, up from 1.3% in quarter
four.
In terms of regional perspective, optimism about the prospects for our executives’ organizations
all regions showed further improvement. Midwest optimism rebounded 16 points from 46% to
now 62% optimistic. The Northeast improved from 51% to 59%. Optimism in the West improved
from 50% to 59%, while the South comes in at 58% optimistic, up from 52% in the fourth
quarter.
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Expansion Plans by Business Size

Expansion plans across business size all show further improvement after falling off to only a
quarter having expansion plans in the second quarter. Companies in the larger SME band with
revenues in the $10 to <$100 million range are showing the biggest jump. In the fourth quarter
only 44% of these executives said they had plans to expand; that number jumped to 65%
looking ahead from the first quarter.

Top Challenges
Domestic economic conditions, along with availability of skilled personnel top the list
•

Domestic economic conditions remained as #1 challenge

•

Availability of skilled personnel moves up 1 spot to #2

•

Regulatory requirements move up 1 spot to #3

•

Domestic political leadership dropped 2 spots to #4

•

Employee and benefit costs jumps from #9 to #5

•

Materials/supplies/equipment costs move from #10 to #6

•

Domestic competition remained in the #7 slot

•

Stagnant/declining markets dropped 3 slots to #8

•

Staff turnover last seen 1Q20 returns to 9th place

•

Developing new products/services/markets dropped 2 slots to the 10th position
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Top Challenges Facing Organizations

Survey Background
The survey was conducted of AICPA Business & Industry members between February 2 – 24,
2021 and had 693 qualified respondents.
CFOs comprised 42% of the respondents, 13% were Controllers, 16% were Presidents, CEOs,
or other C-suite titles; 9% were VP/SVPs, 20% were accounting, audit, tax, technology directors
or managers; the remainder were other executives.
Sixty-nine percent of respondents came from privately owned entities, 14% from publicly listed
companies, and 15% from not-for-profits.
Thirteen percent came from organizations with annual revenues of $1 billion or more, 21% from
organizations with $100 million to under $1 billion in annual revenues, 43% from organizations
with $10 million to $100 million and 23% from organizations with under $10 million in revenues.
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Survey within the Survey
Pandemic Recovery Issues
Our survey-within-the-survey this quarter again focused primarily on the coronavirus pandemic
and issues related to economic recovery.
Pandemic Impact on Business
When asked what impact the pandemic has had on their business 76% of respondents
indicated that their business has been negatively impacted, while 18% indicated that their
business has experienced a positive impact.
Pandemic Impact on Business

Resumption of operations
We also asked about the expected resumption of operations to pre-pandemic levels, based on
the current vaccine roll-out. Nearly a quarter (24%) indicated they were already at pre-pandemic
levels or higher and 32% indicated their operations would recover within 12 months. However,
21% said it would take more than a year and 6% project their full recovery to be between 2-5
years.
Recent relief programs
For those who had been negatively impacted, over a third (37%) indicated that they would be
taking advantage of the most recent round of relief programs.
11%
13%
12%
0%
1%
63%

New PPP loan
A second draw on our previous PPP loan
Employee Retention Tax Credit (ERTC)
Economic Injury Disaster Loan (EIDL)
Live venue grant
None of the above
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Survey within the Survey (cont’d)
Pandemic Recovery Issues
Current concerns
For those who indicated their business had been negatively impacted we asked about their
greatest current concern about the pandemic. As indicated by the following chart, safety issues
continue to be the most pressing concern, followed by continued uncertainty regarding the
possible imposition of additional stay-at-home restrictions. These findings are consistent with
our fourth quarter as well, although this quarter there is somewhat less concern about stay-athome restrictions.

Other concerns specified included:
•

Confidence in economy

•

US and global economic growth

•

Demand returning to industry

•

Decreased spending by clients

•

Projects being delayed or cancelled

•

Inability to get tech people

•

Shortages of materials

•

Cost of weekly employee testing
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Survey within the Survey (cont’d)
Pandemic Recovery Issues
Helpful governmental steps
As we did in the fourth quarter, we also asked respondents to indicate what would be the most
helpful governmental steps for business over the next 12 months? The results when asked to
pick the three that would be the most significant are as follows. The percentages reflect the
number of respondents that selected that option as one of their top three.

Most helpful governmental steps for coming 12 months

Among the “other” helpful steps, suggestions included:
•

Open economies, open schools, full reopening of business, allow tourism

•

Do not significantly increase minimum wage

•

Keeping tariffs on products unfairly subsidized by trade partner countries, (esp. China)

•

Multi-employer pension reform

•

Covid lawsuit protection

•

Lumber pricing, crude pricing

•

Continue prior administration policy of energy independence

•

Strengthen ethical accountability for elected and appointed officials

•

Restoring public confidence in elections
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Survey within the Survey (cont’d)
Pandemic Recovery Issues
Workforce deployment
When asked how their company’s workforce was currently deployed 58% indicated a hybrid of
remote and onsite work but mostly onsite. 33% said a hybrid but mostly remote. A limited 8% of
executives said their workforce was totally remote.
Current Workforce Deployment

Given the changes in workforce deployment, we also asked about plans for reducing office
footprints. While the significant majority do not have plans, 20% of our respondents indicated
they are reducing their footprint by varying percentages as indicated in the following chart.

Office Footprint Plans
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Survey within the Survey (cont’d)
Pandemic Recovery Issues
Office Footprint Plans (cont’d)
Executives with plans to reduce their footprint provided the following as rationales for reduction.

Rationale for Office Footprint Reductions

Other rationales specified for the “other” responses included:
•

Change in business structure

•

More office space than we require for our current headcount

•

Lease is up this year and we've always had too much space

•

Rationalizing space needed to serve our primary customer base

•

Employees will work from home

•

Converted all but 1 employee to remote work and reduced our footprint by 90% and .

•

Reduction in total office space used and more hoteling accommodations

•

Selling 18000 sq. ft. building to leasing 6,000, stopping some services

•

We are locked into our lease and can't reduce space even though many staff will never
return.
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