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what works

CAP’s Doing What Works project promotes government reform to efficiently allocate scarce resources and
achieve greater results for the American people. This project specifically has three key objectives:

* Eliminating or redesigning misguided spending programs and tax expenditures, focused on priority areas
such as health care, energy, and education

* Boosting government productivity by streamlining management and strengthening operations in the areas
of human resources, information technology, and procurement

* Building a foundation for smarter decision-making by enhancing transparency and performance
measurement and evaluation
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Introduction and summary

U.S. policymakers face the extraordinary challenge of restoring a recession-
ravaged economy while simultaneously re-engineering it to thrive in a world of
unprecedented global competition. Their recent focus by necessity has been on
responding to record high levels of unemployment, repairing the financial system
architecture, finding a path toward fiscal balance, and rebuilding the crumbled

pillars of the economy.

Now our nation must turn to building on this new foundation a competitive
21st-century American economy in a thriving global market. We need a common,
long-term strategy to ensure that American firms find more global investors and
customers, that more jobs are created in the United States, and that workers here

and around the world enjoy a rising standard of living.

Other countries face the same challenge, but some may be better organized to
tackle it. Nations in both the developed and developing world propose, debate,
and adopt economic strategies more formally than we do. And many other coun-
tries organize their economic policy apparatus more explicitly around the ques-

tion of how to effectively compete.

The United States does have formal ways of developing long-term national secu-
rity strategies, among them quadrennial reviews by the departments of defense
and state. (It is telling that these security-planning efforts are increasingly focused
on the centrality of the country’s economic strength to its overall security.)
Although our long-term national security planning processes have been criticized
for fragmentation and lack of measurement, they do contain the core elements
essential to guiding a large organization toward specific long-term outcomes:

an explicit mechanism to gather input, a periodic “horizon scan” for risks and
opportunities, a process to develop and adopt a formal comprehensive strategy,
the articulation of specific policies in service of that strategy, and the coordination

of implementation while monitoring progress.
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The economic policymaking apparatus of the United States, in contrast, lacks
equivalent formal processes for conducting comprehensive, long-term strategic
planning and policy development. To be sure, the executive branch does produce
both legally mandated and ad hoc strategies around objectives that are core to com-
petitiveness, good jobs, and growth. The current administration, for example, has
released strategies for innovation, manufacturing, and exports. But there is no single
comprehensive and long-term effort focused on the nation’s economic competitive-
ness. To complicate matters, multiple agencies with competing objectives, demands,

and constituencies are involved in implementing the president’s strategies.

As the White House and Congress struggle to find common ground on short-term
economic issues like reducing unemployment, policymakers should simultane-

ously consider two urgent and related questions:

* Can the executive branch’s policymaking process be better organized to produce
a coherent and coordinated long-term strategy for broadly shared prosper-
ity—one whose general contours will be widely supported and can transcend

inevitable disagreement over details?

* Does the importance of advancing such a strategy suggest a need to reorganize

executive branch agencies now or in the future?

We believe the answer to both questions is yes. After consulting with current and
former economic policymaking officials, and those who seek to influence that pro-
cess, we conclude that the present structure of the federal government’s economic
policy apparatus is not conducive to the formulation of the cohesive long-term
blueprint this country clearly needs. We need new procedures and structures. We
also conclude the government could more effectively implement such a strategy if
relevant agencies were reorganized—although the ideal timing and structure of a

reorganization requires more study.

Failure to address these organizational shortcomings limits our ability to contend
with long-term economic competitiveness risks. And the stakes are getting higher.
After decades of global economic dominance, the United States is losing ground to
other nations in productivity, scientific literacy, workforce development, technol-

ogy funding, infrastructure investment, and attractiveness to investment capital.

This report does not attempt to prescribe policy solutions to the complex set of
interconnected economic challenges the country faces. Policymakers have a broad

menu of policy tools, among them: repairing a crumbling infrastructure and build-
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ing the networks of a high-tech, low-carbon economy; providing incentives and sup-
port for research and development; raising educational standards for K-12, higher
education, and workforce training; encouraging private capital investment; contain-
ing the growth in health care costs; and shrinking the budget deficit. Prioritizing
these tools and working out the details is outside the purview of this paper.

Likewise, this report does not traffic at length in evergreen debates about the
appropriate role of government in advancing competitiveness. When address-
ing competitiveness, are policymakers “picking winners” or leveling the global
playing field and addressing market failures? Any competitiveness strategy will
embody implicit choices about these important questions. While we believe that
government can play a more activist role in creating the conditions for American This re port focuses
competitiveness without losing the benefits of market discipline, we only argue
here that a more formal and explicit economic strategy is desirable regardless of on the need to
one’s views on these questions.
develop a coherent
This report focuses on the need to develop a coherent strategy, adopt policies in its
service, and implement them with an eye to ensuring American competitiveness. strategy, a do Pt
To this end, it reccommends a new long-term strategic planning process. We also
recommend taking steps toward the reorganization of federal agencies to support pO| icies in its service,

an enhanced focus on competitiveness, and creating a single U.S. statistical agency,

at least for economic data. an d Im P | ement

Specifically, to develop and effectively implement an ever-evolving and long-term them with an eye to

U.S. competitiveness strategy, President Barack Obama should issue an executive

order that creates: ensuring American

* A Quadrennial Competitiveness Assessment by an independent panel of the com petitive ness.
National Academies whose objectives are to collect input and information from
many sources and perform a horizon scan that identifies long-term competitive-

ness challenges and opportunities

A Biannual Presidential Competitiveness Strategy that lays out the president’s
competitiveness agenda and policy priorities, and captures the attention and

buy-in of cabinet principals

* An Interagency Competitiveness Task Force led by a new deputy at the
National Economic Council that develops the biannual strategy, oversees
White House coordination of competitiveness initiatives, and monitors their

implementation by agencies
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* A Presidential Competitiveness Advisory Panel of business and labor leaders,
academics, and other experts who assist the administration in developing

policy details

To address the fragmented responsibility for key competitiveness functions, the
president should also ask the National Academies panel to study the needs of
interested parties and evaluate an executive branch reorganization plan that
could include:

* Creating a Department of Business, Trade, and Technology by combining
relevant agencies within the Department of Commerce with trade and business-
focused agencies and offices, including the Office of the United States Trade
Representative, the Small Business Administration, the Export-Import Bank of
the United States, the Overseas Private Investment Corporation, and the U.S.
Trade and Development Agency. Separate evaluations would determine where
to put existing Commerce “administrations” not closely aligned with the new

department’s mission. Specifically, these evaluations should assess:

— Whether the National Oceanic and Atmospheric Administration is a better
fit in the Interior Department, whose mission includes protecting America’s
natural resources and heritage. NOAA distributes environmental information,
manages coastal and marine environments, and conducts applied scientific

research on ecosystems, weather, climate, and water.

— Whether the Economics and Statistics Administration (including the Bureau
of Economic Analysis and the U.S. Census Bureau) should be moved along
with other federal statistical agencies to a new crosscutting U.S. Statistical
Agency. Another option is to create two separate statistical agencies—one for
demographic, economic, and business information, and another for environ-
mental information, leaving other unrelated statistical functions where they
are. As these options are being evaluated, we recommend the president issue
an executive order that directs the design and implementation of a “virtual”
U.S. Statistical Agency. (See box on page 28)

¢ Creating a more expansive “competitiveness agency” by adding to the new
department described above job training and higher education programs from
the labor and education departments
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* Creating an even more comprehensive competitiveness agency by also includ-
ing programs that promote science for economic development purposes, such
as those in the departments of energy, transportation, and housing, and some
science coordination functions from the White House Office of Science and

Technology Policy

Organizational change is difficult and requires consensus-building across gov-
ernment and beyond. A National Academies competitiveness assessment panel
report, developed after significant study and input, could spur the process of

building consensus around one of these options.

The lack of a long-term planning capacity, and therefore lack of a long-term strat-
egy, for American competitiveness is not an academic concern. It has significant
implications for the ability of the U.S. government to respond to emerging chal-
lenges and to focus and organize interagency policymaking around a set of long-
term goals. At a time of low public confidence in the economy, the government
should offer a vision of how it can boost our children’s chances of enjoying—and

surpassing—our current standard of living.
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Government's competitiveness
problem

Planning and coordination

The future U.S. president in June 2008 laid out a vision for how the country
should contend with the economic challenges of globalization. “It’s time for new
policies that create the jobs and opportunities of the future—a competitiveness
agenda built upon education and energy, innovation and infrastructure, fair trade

and reform,” Barack Obama said.

The new administration hit the ground running. It stabilized a financial system

in crisis. It won passage of legislation to bend the curve on health care costs and
to restore sensible oversight to financial markets. It is making investments in
transportation, education, and science, controlling spending to advance down
the path to fiscal balance, and making progress on the difficult transition to a low-

carbon economy.

And now, with domestic economic growth on firmer footing, the president is
refocused on ensuring American competitiveness. “[ The] U.S. remains the
largest economy and the largest market, but there is real competition,” Obama
acknowledged last month during a trip to Asia designed to open new markets
for American products. “But ... America doesn’t play for second place,” he
added when he returned. “The future we're fighting for isn’t as the world’s largest
importer, consuming products made elsewhere, but as the world’s largest manu-

facturer of ideas and goods sold around the world”

As the White House develops a competitiveness strategy, policymakers should
simultaneously address the federal government’s two key organizational weak-
nesses: a lack of long-term planning for economic competitiveness, and a frag-

mented economic policy apparatus that is difficult to coordinate.

Failure to address these organizational shortcomings weakens our ability to con-

tend with long-term economic competitiveness risks. And the stakes are getting
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The state of U.S. competitiveness

The United States enjoys significant competitive strengths. These
include high-quality universities, a developed base of advanced
scientific activity, skilled workers for advanced manufacturing, and
easy access to venture capital and finance. One of America’s most
important competitive advantages is its entrepreneurial culture and
fundamentally optimistic character.

In the aftermath of the Great Recession, however, businesses ap-
pear reluctant to invest in a country with unemployment near 10
percent and sluggish consumer demand. Multinational companies,
meanwhile, are investing in emerging economies, sparking renewed

concern about America’s competitive position in the global economy.

Three years after the National Academies published Rising Above
the Gathering Storm, concern continues to mount about American
declines on measures relevant to a nation’s competitiveness.

* For the first time in 10 years, the United States does not rank
first on the World Economic Forum’s international rankings of
competitiveness.

* High school graduation rates in the United States are significantly
lower than the Organisation for Economic Co-operation and Devel-
opment’s average. The OECD ranks the United States 17th out of 24
countries by percentage of high school graduates.

* The United States in 2001 ranked fourth in broadband penetration
among 30 OECD countries; by 2007 it had dropped to 15th.

* The United States has dropped from seventh to 23rd in a World
Economic Forum ranking of global infrastructure quality.

* The United States attracts an increasingly smaller proportion of
international students to its institutions of higher education, as
immigration controls make it ever more difficult for graduates to
remain in the country.

* Foreign investments in U.S. business as a share of gross domestic
product have fallen significantly behind those in France and the
United Kingdom during the last decade.

These data points underscore troubling trends about the kinds of jobs
available in the United States, even in good economic times. While
demand for highly skilled workers grows, wages stagnate for those in
the middle class.

The public is increasingly focused on the availability of employment
and the apparent loss of jobs to overseas competition.

higher. After decades of global economic dominance, the United States is losing

ground to other nations in productivity, scientific literacy, workforce development,

technology funding, and infrastructure investment. (See box)

Let’s delve deeper into the two organizational weaknesses we have identified: a

lack of long-term coordinated planning for economic competitiveness, and a frag-

mented competitiveness policy apparatus.
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A lack of long-term coordinated planning for economic
competitiveness

The United States lacks a strong, interagency planning process that ensures our
ability to step back, assess risks and opportunities, and develop responses to

global economic challenges.

While all federal agencies engage in some form of strategic planning, few perform
long-term planning and so-called “horizon scanning,” or deep assessments of
economic strengths and weaknesses that include explicit future goals and policy
implementation plans. And no single agency takes a comprehensive look at the
global economic future and our place in it—that is, a look beyond the immedi-
ate horizon to the vast array of issues that implicate so many different agencies

across government.

The absence of long-term economic competitiveness planning contrasts with the
practices of the national security, international relations, and intelligence commu-
nities, where Congress and executive agency practices mandate a horizon review, a

strategy, and specific implementation plans. (See box on page 12)

The natural province for long-term competitiveness planning would seem to be

the White House itself. But the Executive Office of the President has lacked the
institutional capacity to engage in long-term planning since the early 1960s. That’s
when President Kennedy eliminated the National Security Council Planning Board,

which had as its mission, according to former Secretary of State Dean Acheson:

[t]o look ahead, not into the distant future, but beyond the vision of the operat-
ing officers caught in the smoke and crises of current battle; far enough ahead to
see the emerging form of things to come and outline what should be done to meet
or anticipate them... [and that] the state should also do something else—con-

stantly reappraise what [is] being done.

Starting with the Kennedy administration, the National Security Council, and
later the National Economic Council and Office of Science and Technology
Policy, became inevitably preoccupied with supporting the president on day-to-
day issues. Long-term planning, on the other hand, involves the consideration of

potential issues down the line and future events.

8 Center for American Progress | A Focus on Competitiveness



While executive branch councils do develop policy strategy, the unrelenting
demands of the 24-hour news cycle produce a situation in which the urgent
crowds out the important and policy development becomes reactive rather than
proactive. A 2006 analysis in a National Defense University publication found
that the capacity of the president’s executive office “to drive an extended iterative
process of long-term strategic planning has simply been erased from the panoply
of duties the position performs on a daily basis.” The same conclusion can be

reached about the economic policy process.

A fragmented competitiveness policy apparatus

Competitiveness policymaking is the purview of multiple agencies and offices in Com petitive ness

the federal government, including the departments of commerce, treasury, trans-

portation, energy, labor, and the Office of the United States Trade Representative. 0O | ICym akin g is the
Given the myriad policy areas that affect a country’s global competitiveness—

education, finance, trade, infrastructure, science, tax—that fragmentation means pu rview Of multi P le

no single agency is responsible for thinking about and planning for the long-term

competitiveness of the U.S. economy. agenc ies and
To grasp how diffuse is the policymaking structure, consider: offices in the federal
* Atleast 20 federal agencies sit on the President’s Export Promotion Cabinet. government.

Many of these agencies have numerous offices charged with critical elements

of export activity. In the area of export promotion, for instance, the Commerce
Department’s International Trade Administration, the Agriculture Department’s
Foreign Agricultural Service, and the Export-Import Bank of the United States

are each charged with helping U.S. companies expand into foreign markets.

* The education and labor departments both have several divisions that invest in
higher education, adult education, and other programs aimed at boosting the sci-
ence, technology, and math skills American workers must have to ensure our busi-

ness competitiveness. And each effort is guided by different strategies and policies.

* The responsibility for ensuring our infrastructure can support economic goals
is likewise diffuse. The Transportation Department is responsible for surface
and air transportation while wastewater infrastructure crucial to manufacturing

is handled by the Environmental Protection Agency. Meanwhile, major water-
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ways and levee infrastructure falls under the purview of the U.S. Army Corps
of Engineers. Neither the EPA nor the Army Corps is generally thought of as
involved in economic policy, though their policies and programs have large

implications for business costs.

Trade, education, and infrastructure, of course, are merely three components of
a larger economic policy puzzle, with pieces spread out across the entire govern-
ment. This fragmentation hinders the achievement of crosscutting objectives like

competitiveness in a global economy.

A clear vision of individual units’ roles and goals is necessary to effectively lead
complex, multifaceted organizations. But individual government agencies have

different understandings of their mission and goals.

Some countries with successful growth strategies are better organized to

coordinate formal competitiveness agendas. (See page 14)

The closest analog in the U.S. federal bureaucracy to a competitiveness depart-
ment is our Commerce Department, but it has historically wielded middling
influence unless there is a strong personal relationship between the commerce
secretary and the president. This is in part because its programs have modest eco-
nomic impact. In other countries, Commerce-like agencies are the primary point
of interface between government and the business community. U.S. agencies
whose work affects business, on the other hand, are distributed across multiple

cabinet agencies, creating an array of entry points for business interests.

Commerce’s portfolio also includes governmental functions that are only indi-
rectly related to commerce, such as national weather forecasting and the census.
One former senior department official said that in some periods, the commerce
secretary “spent 60 percent of his time dealing with fish,” referring to the depart-

ment’s National Oceanic and Atmospheric Administration.
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Our approach

We start with the premise that little is as important to the prospects of American
workers and their families as a robust economy in which U.S. firms compete well
in global markets. While a sustained recovery should eventually generate enough
jobs to bring down unemployment rates, the shape of America’s future economy

is uncertain.

Economic trends since the 1970s suggest America will enjoy continued good
earnings prospects for highly skilled workers, but also suffer from growing
inequality. Technology, globalization, declines in unionization, and other factors
have combined to produce real wages that have been stagnant for the median
worker, and real earnings that have declined for non-college-educated workers.
Except during a brief period in the 1990s when policymakers sought to raise up
the bottom and spur investment-led growth, the poor have not advanced and the
middle class has not enjoyed the rising living standards long associated with the

American dream.

To reverse those trends, we need robust U.S. growth whose benefits are widely
shared. We live in a global economy in which capital moves freely, and in which
technology both reduces the demand for labor and enables companies to employ
workers scattered across the world. Our nation’s overriding economic priority,

therefore, must be to ensure the competitiveness of American firms and workers.

In other writings, the Center for American Progress has offered recommendations
on specific policies to bring about progressive growth and competitiveness. This
report is prompted by concerns that amid short-term efforts to address the conse-
quences of the Great Recession, too little attention was being paid to the equally
important job of increasing America’s long-term competitiveness. We wanted to
see if different policymaking processes or organizational structures might advance
solutions to the long-term global challenges we face—while also helping pull us

out of the current crisis.
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The elements of long-term policy planning

An effective long-term policy planning process consists of at least five steps:

* Horizon scan: An assessment of the current state and possible future scenarios,
including long-term challenges and opportunities ahead and frequent
consideration of alternative approaches and models

Ongoing outreach and engagement: A meaningful opportunity to share concerns
and ideas, inviting participation in solutions and developing buy-in to the strategy
and policies

Strategy: The identification of goals, the important general approaches to accom-
plishing those goals, and the metrics against which progress can be measured

Policy development: Specific actions, steps, and policies that, if taken, should
accomplish the goal

Policy coordination, implementation, and monitoring: Facilitation of different
components of the government to work in concert toward the same goal, monitor-
ing implementation of plans and ensuring roadblocks are overcome, and measur-
ing progress against established benchmarks

Our first step was to do a quick survey of policymaking processes and organi-
zational structures used in other countries. We also looked to America’s own
national security policymaking processes for domestic models. Lessons from

these reviews are described below.

We interviewed about two dozen current and former economic policymakers and
those who seek to influence them. The list included people with experience in
Democratic and Republican administrations, and on Capitol Hill. We also drew
upon our own economic policymaking experience in the United States and the
United Kingdom, and articulated the core elements that are essential for guiding a

large organization toward specific long-term outcomes. (See box)

Finally, we considered the core elements of any competitiveness policy and the vari-
ous long-standing debates about government’s proper role in the American econ-

omy. We considered what policy areas were key to achieving competitiveness, and
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we sought to articulate a view of how best to support innovation and spur growth
without causing market distortions that could eventually undermine our competi-
tiveness. We concluded that the long-term strategic planning process and structural
reorganization we recommend do not depend upon agreeing with our particular

approach to the economy and how to ensure long-term, broadly shared growth.

An international survey: How the competition deals with competition
How selected other countries conduct long-term planning

Many factors affect a country’s economic performance, and we make no claim

that a good long-term strategic planning process is sufficient for success. But we Some countries

do think it’s helpful to see how other countries tackle the policymaking challenge

of increasing global competition. What we discovered is that some countries are are more exp | |C|t|y
more explicitly “scanning the horizon” and planning for their long-term competi-

tiveness than we are. “scannin g th e

* France: The Center of Strategic Analysis, which reports directly to the prime horizon"and
minister, recently led the “France 2025” project, assessing “possible future
trends in France over the next 15 years, which will bring to light ways to benefit O lannin g for
from future opportunities and avoid future pitfalls.” Among the areas of focus:
globalization, the French production system, rethinking the social compact, their lon g -term
managing rare resources, and technology and innovation.
competitiveness
* United Kingdom: The prime minister’s Strategy Unit conducted a major hori-
zon scanning exercise in 2008, concluding that maintaining economic prosper- than we are.
ity would require significant changes to the country’s skills base and a stronger
culture of entrepreneurship. Likewise, the British Treasury has in recent years
conducted a similar strategic planning effort around economic globalization.
Both organizations conduct their work by engaging widely with outside stake-

holders, including business, labor, economists, and others.

* Australia: Since 1998, the state Productivity Commission has advised the gov-
ernment on how to enhance the country’s productivity performance. Current
policy research focus includes trade agreements and workforce development.
The Productivity Commission is appointed and funded by government but
operates independently. It does so in a consultative manner with significant

engagement and input from outside parties.
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How other countries organize competitiveness agencies

We also reviewed how other countries organize key competitiveness functions in
their governments. While there is no country where all policy responsibility for
competitiveness is concentrated in one department, the United States stands out

as unusually fragmented.

* Japan: The Ministry for Economy, Trade and Industry’s portfolio includes inter-
national trade, science and technology policy, business development, manufac-

turing, and natural resources and energy.

* United Kingdom: The Department for Business, Innovation and Skills is respon-
sible for economic development, trade, workforce development, higher educa-

tion, small business, and science and technology policies.

* France: The Ministry of the Economy, Industry, and Employment has an eco-
nomic policy portfolio that in the United States is split among the departments

of commerce, labor, and treasury.

* Germany: The Ministry of Economics and Technology handles energy, domes-
tic and international economics, technology, telecommunications and mail, and

industrial relations policies.

* The Netherlands: The Ministry for Economic Affairs oversees trademarks and
patents, consumer protection, economic analysis, energy, telecommunications,

technology and innovation, and foreign economic relations.

* India: The Ministry of Commerce and Industry wields administrative control
over international trade, domestic and foreign business, infrastructure, intellec-

tual property, and industrial policy and promotion.

» Singapore: The Ministry of Trade and Industry is responsible for science and
technology, energy, competition, productivity and innovation, international

trade, statistics, tourism, and infrastructure and industrial development.

* Australia: The Department for Innovation, Industry, Science and Research
handles policies relating to manufacturing and construction, innovation and
technology, international trade, small business, intellectual property, and

investment promotion. The department also manages the so-called Business
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Entry Point, which provides businesses with a simple access point to all parts

of the government.

While foreign models are useful, we also looked for domestic examples within the
uniquely American policymaking processes for insight. We found the national

security context most relevant.

A U.S. model: How our national security apparatus does
long-term planning

There are four ongoing planning exercises in our own government that could serve
as a model for competitiveness policymaking. While our national security system
is also criticized for too much fragmentation and inadequate long-term planning,

we did find components of a good planning process in the global affairs agencies.

The National Intelligence Council, the intelligence community’s strategic thinking
office, develops periodic reports on “global trends,” incorporating the best avail-
able expertise inside and outside the government. The project’s primary goal is “to
provide U.S. policymakers with a view of how world developments could evolve,
identifying opportunities and potentially negative developments that might war-
rant policy action.” The council notes that, “mindful that there are many possible
‘futures, we offer a range of possibilities and potential discontinuities, as a way of

opening our minds to developments we might otherwise miss.”

Congress requires the defense secretary every four years to “conduct a compre-
hensive examination of the national defense strategy, force structure, force mod-
ernization plans, infrastructure, budget plan, and other elements of the defense
program and policies of the United States with a view towards determining and
expressing the defense strategy of the United States and establishing a defense
program for the next 20 years.” The so-called Quadrennial Defense Review man-
date requires the secretary to identify “the magnitude of the political, strategic,
and military risks associated with carrying out the missions as expressed in the
QDR strategy.” The Quadrennial Defense Review Independent Panel, a bipartisan

congressional group, provides outside input and oversight over the process.

The State Department recently launched a companion review to the QDR
focused on diplomacy and development policy. This Quadrennial Diplomacy and

Development Review is directed to assess “threats, challenges and opportunities
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over 20 years ... the current status of our approaches,” and the use of diplomacy
and development tools in pursuit of goals, according to the department’s web-
site. (The State Department in 2006 and 2007 also led an interagency process to
develop future scenarios to help inform the work of agencies involved in global
affairs. The so-called Project Horizon involved about 200 people and was aimed at

integrating long-term planning across departmental silos.)

Finally, the president is by statute required to deliver an annual National Security
Strategy Report. Although rarely submitted as often or on the schedule set by

Congress, these reports generally do address, as required, U.S. security objectives,
commitments, and the adequacy of our national political, economic, and military

capabilities to implement the strategy.

These efforts all reflect the increasing importance of global economic issues to our
defense and security objectives. In its report, “Global Trends 2025: A Transformed
World,” the National Intelligence Council said our security would be determined

by key changes in the global economy, including emerging powers, wealth transfer
from western to eastern nations, and resource scarcities caused by economic growth
abroad. The president’s 2010 National Security Strategy says our economy is “the
wellspring of American power,” yet we have no analogous review by economic agen-

cies of the global economic challenges and opportunities confronting us.

What is a competitiveness agenda, anyway?

This report lays out several options that address both of the structural weaknesses
described above. While we do not prescribe an economic policy or “competitive-
ness agenda” per se, our reccommendations for organizational reform are based on

the assumption that any competitiveness agenda must include:

* Infrastructure policies that ensure we have modern communication, energy,
transportation, and built-environment facilities that allow our businesses to

reach resources and markets, and thrive

* Education and skills policies that bolster K-12 and post-secondary education, as
well as workforce development, to improve the skills and innovation capacity of

current and future workers

* Science, technology, and innovation policies that ensure our national capacity

for basic research; development, commercialization, and deployment of ideas;
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the cultivation of innovation for goods and services; and a strong culture of

entrepreneurialism that encourages risk-taking and exploration

* Finance and investment policies in the tax, fiscal, capital markets, and credit
arenas that create an attractive environment for private capital and world-lead-

ing financial institutions that provide broad access to sustainable credit

* International trade policies that ensure our firms’ fair access to domestic and

international markets, and to the globe’s natural resources

To move forward on these issues, we must also move past stale debates in which
government action is denigrated as Soviet-style “industrial policy” that interferes
with the market by “picking winners.” America will never follow the Chinese model
of “state capitalism,” although China’s rise poses unique competitive threats we

must address in other ways. The United States has always relied upon entrepreneurs,
markets, and the private sector to identify ideas that will lead to new growth. But few
dispute a proper role for government in spurring innovation and creating conditions

that give the private sector the right incentives to make the right investments.

Alonger discussion of CAP’s view of government’s role in the economy is in the
report, “A National Innovation Agenda: Progressive Policies for Economic Growth
and Opportunity through Science and Technology,” by former Senior Fellow Tom
Kalil, now deputy director for policy at the Office of Science and Technology
Policy, and former Director of Tax and Budget Policy John Irons. In that report
they write:

The role of the government is to make investments in areas that the private sector
will under-invest in relative to their social return, such as fundamental research
and a skilled workforce, and to create a policy environment that will foster com-
petition, innovation, and entrepreneurship. The private sector then takes the lead

on commercialization and adoption of new technologies.

They define the government’s role as a “catalyst” that sparks investments by private,
academic, and other actors. Kalil and Irons also note, “while there are significant
‘market failures’ associated with the innovation process, interventions can lead to

‘sovernment failures, ” including:
)

... pork-barrel politics, rent-seeking by interest groups, regulatory capture,
decision-making on the basis of faulty or incomplete information, policies where

benefits are greatly exceeded by costs, and lack of flexibility to adapt to changed
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circumstances and new evidence. When the government does intervene, careful
thought needs to be given to the design of the intervention ... [and] governments
should seek to take advantage of market forces ....

Finally, they suggest that the role of the president and Congress is to “establish
broad national priorities” and create “a venue for ... stakeholders to develop
research agendas that are responsive to these goals.” Great national challenges
like arming the country to fight World War II and the Cold War, easing inter-
state transport, and building a system of digital telecommunications have always
required presidential leadership, White House-led policy development, engage-

ment from all sectors of civil society, focused coordination of implementation,

The White House’s  and measurement of progress against milestones.

current capac Ity But one need not agree with CAP on the right competitiveness agenda to agree on
the value of a more robust governmental mechanism for developing clear objec-

to develo O d tives, adopting governing strategies, and implementing them well.

compre hensive  We found in our discussions with experts a variety of opinions on how the govern-

ment can ensure U.S. competitiveness. Some people said the government should
economic st rateégy  focus on improving human capital and reject sectoral analysis. Some said invest-

ment in technology and energy infrastructure is more important than repairing

that PermMmeates  crumbling bridges and roads. Some focused on market access while others priori-
tized trade rule enforcement. Some said reducing regulatory barriers and creating

all relevant  taxincentives for investment would have more stimulative effect than government

initiatives to lead a transition to a low-carbon economy, accelerate broadband

agenc ies is weak. deployment, or find cost-saving medical practices and technologies.

The strongest point of agreement was that the White House’s current capacity to
develop a comprehensive economic strategy that permeates all relevant agencies is
weak. And many economic actors outside of government made clear they would
welcome more opportunities to engage with government leaders in building a

competitiveness strategy.

This report, therefore, offers a variety of ways to expand the institutional capacity
of the executive branch to develop a strong and effective competitiveness policy
that takes on our global challenges in a uniquely American way. It offers a process
for long-term strategic planning that invites the public-private dialogue and part-
nership sought by many in the business community. And it recommends fleshing
out and evaluating reorganization plans that would create a more powerful cabinet

agency focused on global competitiveness.
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Recommendations

Our recommendations fall into two separate categories: executive branch pro-
cesses for strategic planning including assessment, strategy, policy development,

and implementation; and reorganization options for further consideration.

Executive branch actions to promote long-term strategic planning

At a time of mounting competition from emerging economies, we believe the
United States needs to conduct a more rigorous analysis of our long-term com-

petitiveness and have the executive branch adopt an explicit strategy.

To help develop this analysis and strategy, President Obama should issue an

executive order that creates:

* A Quadrennial Competitiveness Assessment by an independent panel of the
National Academies, whose objectives are to collect input and information from
many sources and perform a horizon scan that identifies long-term competitive-

ness challenges and opportunities

* A Biannual Presidential Competitiveness Strategy that lays out the president’s
competitiveness agenda and policy priorities, and captures the attention and

buy-in of cabinet principals

* An Interagency Competitiveness Task Force led by a new deputy at the National
Economic Council that develops the biannual strategy, oversees White House
coordination of competitiveness initiatives, and monitors their implementation

by agencies

* A Presidential Competitiveness Advisory Panel of business and labor leaders,
academics, and other experts who assist the administration in developing

policy details
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Let’s take a closer look at why each of these is needed and how they might work.

A quadrennial competitiveness assessment

Management of government is by its very nature focused on the short term. But it
is important to stand back periodically to think about how the nation is doing and
where policy response may be most important. Processes to do that are currently

established in defense and intelligence and are being adopted to help guide diplo-

macy. The same should happen for competitiveness.

We recommend that the National Academies convene an independent biparti-

san panel at least every four years to perform a broad horizon scan of American
competitiveness. This would build upon the work of the Academies panel, chaired
by Norman Augustine, that wrote “Rising Above the Gathering Storm: Energizing

and Employing America for a Brighter Economic Future.”

This panel should identify U.S. strengths and weaknesses, the strengths and weak-
nesses of other countries, and emerging challenges and opportunities. The purpose
would not be to develop policy, but rather to spotlight priorities that policymakers
should address. This report would follow the model of the National Intelligence
Council’s Global Trends 2020 report, described above, which identifies opportuni-

ties and potential problems in world affairs that might warrant policy action.

The administration should be invited to submit comments, evidence, and informa-
tion for the National Academies panel to consider. And relevant federal agencies

should provide research and support staff for the panel’s work.

The panel should deliver the completed Quadrennial Competitiveness
Assessment to the president and Congress, and should brief relevant members of
the Congress, cabinet, and White House staff. This report should be made public,
setting the backdrop for policymaking over the next four-year period.

A biannual presidential competitiveness strategy

The administration has actively promoted competitiveness across a range of issues,
including manufacturing, export promotion, innovation, and education. And the

White House Office of Science and Technology Policy released in September
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2009 a white paper, called “A Strategy for American Innovation,” that provides
the president’s vision on many key competitiveness issues. But there should be
aregular and more comprehensive process for developing and communicating

competitiveness strategy.

We recommend that the president assign the director of the National Economic
Council the responsibility to oversee the development of a Biannual Presidential
Competitiveness Strategy. This strategy would lay out the administration’s
approach, identify new policies and initiatives to strengthen U.S. competitiveness,
and assign cabinet secretaries action steps to meet key competitiveness goals. The

NEC director should seek input from the new Competitiveness Advisory Panel

(see below) as well as members of Congress in developing this strategy. It is difficult for

It is difficult for policymakers in any administration to focus on long-term pO| |Cym akersina ny
competitiveness when faced with so many pressing short-term objectives. One

observer noted that, for any White House, long-term competitiveness is always administration to

“important but never urgent.” Others told us that the National Economic Council’s
responsibility to support the president, coordinate policy on issues before focus on lon g-term
Congress, and prepare new initiatives for key moments, such as the president’s

budget and State of the Union address, leads the NEC staff to focus more onday- ~ COM petitive ness

to-day and medium-term concerns than on the long term. Simply instructing the

NEC staff to take a long-term view is not likely to yield different results. when faced with
Instead, we recommend that the president name a new NEC deputy director, SO Many p ressin g
under the direction of the NEC director, who is responsible for:

short-term
* Staffing the Presidential Competitiveness Advisory Panel
* Developing the Biannual Presidential Competitiveness Strategy O bJ ectives.

* Coordinating the implementation of the strategy
* Coordinating the development of other presidential initiatives and interagency
policies related to competitiveness

* Leading the Interagency Competitiveness Task Force described below

This new deputy director would be focused on long-term issues and, to the extent
possible, insulated from working on short-term issues. There will likely be tempta-
tion to divert this person’s time as immediate priorities emerge. This temptation is

best resisted by clearly defining responsibilities upfront.
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An interagency competitiveness task force

Competitiveness policy suffers if the White House and agencies do not work
together in common purpose. The White House has responsibility for coordinat-
ing agency efforts on competitiveness, but government’s fragmented organiza-
tional structure makes this a difficult challenge. Adding to this challenge, there

is no regular forum for communicating across agencies around these long-term

issues and strategy implementation.

We recommend that an elite Interagency Competitiveness Task Force be estab-
lished to support the development of the Biannual Presidential Competitiveness
Strategy. This task force should be composed of White House-selected deputy
assistant secretaries and other high-level officials from key parts of the White
House. Participants should be selected not to “represent” their agency but rather

to bring the experience and expertise needed by the exercise.

They also should be selected for their access to top agency officials and their
department secretaries’ willingness to allow them to devote sufficient time to the
project. The president should designate and publicly recognize this role to ensure
the task force attracts top talent. The task force should also have the ability to
commission work from departments and draw on agency resources. We envision

an inter-agency team would be detailed to support the task force.

A presidential advisory panel on competitiveness

The administration needs access to the best advice in developing competitiveness
policy. The Quadrennial Competitiveness Assessment by a National Academies
panel will set out a detailed examination of the issues the nation faces and the areas
where policy responses are needed. But the administration will also need help in
shaping the details of policy. There is now inadequate opportunity for those outside
government to engage with policymakers around competitiveness policy, air ideas

and concerns, and collaborate on new initiatives, business leaders and others told us.

We recommend that the president establish a new advisory panel of leading

experts in business, labor, science and technology, think tanks, and academia. This
panel would develop policies to promote long-term competitiveness, and serve as
a forum for ongoing engagement between policymakers and key stakeholders and

experts of diverse backgrounds.
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There is merit in having some overlapping membership on this panel and the
National Academies panel responsible for the Quadrennial Competitiveness
Assessment. A similar process was envisioned in the America Competes Act
0f 2007, which proposed that there be a panel, with membership drawn from
the National Academies, to advise the president on issues of education

and innovation.

Reorganization options to create a department focused
on competitiveness

Even with more rigorous outreach, planning, strategy, policy development, and
implementation processes, the challenges of interagency coordination will remain.
We recommend the White House contemplate the admittedly more difficult
project of federal agency reorganization to create a premier department focused

on competitiveness.

Many other countries have such a lead department. Typically, that department
manages key policy levers, acts as the competitiveness “champion” for the govern-
ment, and serves as the principal point of interface with the business community.
This lead department may not control all policy relevant to competitiveness—
such as transportation, immigration, or education—but it does wield significant

overall influence in the cabinet.

Now is the time to evaluate the advantages and disadvantages of reorganizing
the U.S. government in a similar way, given how central competitiveness is to the
prospect of restoring broadly shared economic growth and the priority the public

places on job creation.

The first priority should be given to developing an initial Presidential
Competitiveness Strategy and coordinating its implementation. Nonetheless,
serious discussion and debate of reorganization should proceed in parallel. That
conversation also would offer a much-needed opportunity for the administra-
tion and the business and labor communities to engage with one another about
how to create the conditions for American competitiveness, economic growth,

and job creation.
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The case for agency consolidation and reorganization

The key reason for reorganizing is to create a more powerful and economically
important agency that controls under one roof more resources and policy areas
that touch on the private sector and job creation. This agency would help focus
the executive branch on the competitiveness of firms and workers. Its potent
set of authorities would also help bring the department into what is informally
acknowledged to be the top tier of federal agencies— State, Defense, Treasury,

and Justice—making it attractive to top candidates for cabinet posts.

Consolidation would also make it easier for American firms to navigate their way
through the federal bureaucracy. More important, there would be a voice at the
cabinet table that is understood to speak for the interests of America’s employers

and employees in global competition.

Another reason for consolidation is efficiency. For example, a great deal of trade
and export expertise is spread across a wide array of agencies. Each of these agen-
cies develops expertise in a large number of sectors. Consolidation of some of
these functions could, if done right, result in not only better-coordinated policy

but also more cost-effective implementation.

The time is right to make this move. If we are to see the rebirth of high-quality jobs
in the U.S. economy, the executive branch must make that an unrelenting focus.
The diffusion of agencies, officials, and programs results in diffuse focus. The cost
of this is simply too high for American workers and businesses in the current
global climate. Thus, we recommend that there be a serious study of options to
consolidate key competitiveness-related agencies and their relevant authorities

and an effort to build consensus around the need for change.

A reorganization and consolidation proposal

One way to proceed would be to ask the National Academies panel described
above to evaluate options for agency consolidation as part of its first Quadrennial
Competitiveness Assessment. In doing so, it should work closely with Congress
and the agencies themselves to consider their perspectives as it drafts recommen-
dations. Operational organization should flow from the assessment of needs and

recommendations for strategy.
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It is important also that business and workforce interests are given the opportu-
nity to engage and provide input. These interests may be reluctant to change a sys-
tem that is well known, even if not well loved. But reorganization might become a
rallying point for those who seek greater engagement and executive branch focus
on competitiveness if the White House can establish buy-in to the strategy and
policy agenda that follows.

The simplest option would be to create a Department of Business, Trade, and
Technology. In this model, all of the relevant agencies within the Department of
Commerce would be brought together under one roof with trade and business-
focused agencies and offices, including the Office of the United States Trade
Representative, the Small Business Administration, the Export-Import Bank of
the United States, the Overseas Private Investment Corp., and the U.S. Trade and
Development Agency.
The simplest option

By combining the major trade, business, and technology functions from through-

out the government, it would be easier to set priorities, enlist the resources of would be to create
diverse programs in service of a national strategy for competitiveness, and align

agencies’ work to deliver outcomes that matter to the public. a De partment of
This proposal would leave two major Commerce Department “administrations” Business, Trade,

with tangential relationships to competitiveness: the National Oceanic and

Atmospheric Administration, which supplies environmental information, man- and Technol ogy.
ages coastal and marine environments, and provides data and applied scientific

research on ecosystems, climate, weather, and water; and the Economics and

Statistics Administration (including the Bureau of Economic Analysis and the U.S.

Census Bureau). Both are large organizations with important and often contro-

versial mandates that have distracted the commerce secretary in the past from the

competitiveness agenda that we argue should be the unrelenting focus of the next

era of U.S. economic policy.

A careful review should determine the best place for these important agencies
because their missions would not closely align with the mission of the new depart-
ment. Preliminarily, the functions of NOAA would seem to better reside within
the Department of the Interior, whose mission includes protecting America’s
natural resources and heritage. NOAA and Interior both monitor climate change
and environmental conditions, including water quality, and share responsibil-

ity for fisheries management. NOAA regulates fishing of saltwater salmon, for

example, while Interior regulates fishing of freshwater salmon.
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ESA might be moved to a new “U.S. Statistical Agency” along with other federal
statistical bureaus such as the Bureau of Labor Statistics. As such a move is consid-
ered, the president could also establish a new “virtual” statistical agency to better

coordinate efforts across agencies. (See box starting on page 28)

We also think serious consideration should be given to including the Small
Business Administration in the new department. A recent proposal from the
Chairmen of the President’s National Commission on Fiscal Responsibility and
Reform to combine SBA and Commerce launched a firestorm, suggesting that this
proposal is controversial. We argue for its consideration, however, not principally
for cost savings and efficiency but because the move would signal the importance

of small business to the United States’ competitiveness agenda.

The products and services of small and medium-size American firms must find
customers in growing foreign markets if our economy is to grow and create more
jobs. The administration’s National Export Initiative has made it a priority to
provide small businesses access to government’s export promotion services. But it
will be hard to sustain that effort as administrations come and go. This is because
small business programs and expertise are Balkanized, and small business inter-
ests are too often treated as a second-tier priority in program implementation.
Including small business as a core department responsibility could elevate small
business in national policy, even if there will no longer be an agency dedicated
only to smaller firms. We have no illusions, however, that advocates for small busi-

ness will see it this way.

Other reorganization proposals for consideration

An alternative design for a competitiveness agency would be to include the job
training and higher education programs from the labor and education depart-
ments. This model, which the United Kingdom has adopted, could help ensure
these programs serve the country’s need to produce a globally competitive
workforce. We estimate preliminarily that a new department with these func-
tions would have about 21,000 employees and a budget of about $39 billion.
These figures were calculated using each department’s FY 2011 Congressional
Budget Justifications, as well as employment information from the Office of
Personnel Management (available at: http:// www.opm.gov/feddata/html/2009/
September/tablelS.asp).
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Education and labor interests would likely object to this move. For example,
universities might be concerned about the academic consequences of moving
higher education programs into a department that is not principally focused on
education. Labor unions might similarly object, fearing a shift in focus from the
needs of workers that are implicitly paramount in the Labor Department to the

needs of employers.

In fact, the goal of such a proposal would be to move away from a system in which The ho pe IS

authority for different segments of our economy is distributed among cabinet

agencies. Instead, focus would be on the overall strength of the American econ- that by al |g nin g
omy in a global market, creating a table at which various interests are balanced and

work together for the common good. The hope is that by aligning students, work-  STU dents , WOr kers ,
ers, and businesses, we would create a potent force for driving greater economic

and competitive returns from our education and training systems. and businesses ,

The National Academies panel we propose could be charged with evaluating con- we would create
cerns about possible consolidation and identifying ways they might be addressed.
This panel also could be asked to recommend how to better integrate and align edu-  d POTENT force for
cation and workforce training programs in service of American competitiveness if
they are left in their current departments. Policy proposals to that end from both drivin g greater
parties have met with resistance from post-secondary educational institutions.

economic and
A yet more dramatic option for reorganization would add to the mix described
above programs that promote science for economic development purposes, such ~~ COIM petitive returns
as those in the departments of energy, transportation, and housing and urban
development, as well as White House coordinating responsibilities for science from our education
and technology policy and spending. (The president must, of course, retain a
prominent science adviser and team in the White House to inform public policy. and trainin g
This proposal simply would move the responsibility to lead interagency efforts to
identify science and technology priorities and develop and implement science systems.
and technology budgets.) We would not consider including the National Science
Foundation and other functions with responsibility for basic research, whose

independence from political interference should be assiduously protected.

Some will argue that it is better to locate programs that invest in developing and
commercializing technologies in the agencies that are expert in the issues those
technologies are meant to address. Would the newly created Advanced Research
Projects Agency-Energy, or ARPA-E, for example, gain more from its proximity

to other Department of Energy programs that understand our energy needs and
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Relocating statistical programs

The Commerce Department is responsible for a number of programs
that gather information on income, employment, business, trade, and
overall economic performance. However, there is currently no single
government agency responsible for scanning the full range of informa-
tion on American competitiveness and economic performance. Nor is
there a single entry point for businesses, investors, and others who rely
on government-generated economic statistics to make decisions. They
must instead figure out which federal agency collects what statistics.

In fact, the challenge is broader than simply economic statistics.
Across the government, statistical and data collection functions are
scattered throughout many dozens of different government agencies
with subject matter expertise, but varying degrees of expertise in
data collection and analysis. The 11 primary statistical agencies are
located within nine different cabinet departments:

* The Bureau of Economic Analysis (Commerce)

* The Bureau of Justice Statistics (Justice)

* The Bureau of Labor Statistics (Labor)

* The Bureau of Transportation Statistics (Transportation)
* The Census Bureau (Commerce)

* The Economic Research Service (Agriculture)

* The Energy Information Administration (Energy)

* The National Agricultural Statistics Service (Agriculture)
* The National Center for Education Statistics (Education)
* The National Center for Health Statistics (Health and Human Services)
* The Statistics of Income (Treasury)

While oversight and coordination of the U.S. statistical system is the
responsibility of the Office of Management and Budget, each agency
in the system has its own separate budget.

Within Commerce, the Census Bureau not only gathers demographic
information from American households, but also tracks key economic
indicators, such as home sales and construction spending, and con-
ducts an economic census every five years that generates data by busi-
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ness sector. The Bureau of Economic Analysis, meanwhile, is responsible
for estimating gross domestic product, corporate profits, international
investment and trade, and personal income, spending, and saving.

Outside of Commerce, the Department of Labor’s Bureau of Labor
Statistics and the Internal Revenue Service also provide data on the
general health of the economy. BLS tracks unemployment, wages,
consumer expenditures, prices and inflation, and productivity and
technological changes in U.S. industries. The IRS, through its Statistics
of Income division, generates tax statistics, both for businesses and in-
dividuals, and estimates U.S. investments abroad, foreign investments
in the United States, and gains or losses from sales of capital assets.

A number of other agencies also generate information by business
sector and type. The Economic Research Service and the National
Agricultural Statistics Service, both housed within the Department
of Agriculture, publish a wide range of data on agriculture and com-
modity markets. The NASS also conducts the Census of Agriculture
every five years to collect information on the characteristics and
economics of farms. The Energy Information Administration, housed
within the Department of Energy, similarly provides information

on the energy sector, including energy production, consumption,
prices, and technology. And the Small Business Administration con-
ducts research on small business characteristics and contributions
to the economy.

As with economic statistics, the production of environmental data is
highly dispersed. More than a dozen separate agencies generate en-
vironmental data, including Commerce’s National Oceanic and Atmo-
spheric Administration. NOAA provides daily weather forecasts, tracks
and predicts climate change, and monitors fisheries as well as ocean
and coastal health. The Department of Interior and the Environmental
Protection Agency both conduct similar monitoring of climate, water
quality, and fish and wildlife. NOAA is also responsible for fisheries
management and coastal restoration, areas where Interior and EPA
conduct related efforts as well.



The United States is relatively unique among advanced nations in
the decentralized way it gathers and discloses statistics. Canada, for
one, has a central statistical agency called Statistics Canada that is re-
sponsible for reporting virtually all government-generated statistical
information, including economic and environmental information.

The Obama administration created Data.gov to make government’s
statistical information available to the public in one place. This
initiative provides a foundation on which to build a more integrated
statistical system.

Federal agencies now use different technologies and systems to
gather and manage statistical information. This makes it difficult

for agencies to share relevant information with one another and
collaborate on related statistical efforts. Agencies also duplicate

one another’s efforts and miss out on significant savings as a result.
Consolidating statistical infrastructure could slash spending on IT
resources and support personnel by many billions of dollars. We also
miss opportunities to fuse information across agencies. Imagine

an analytical tool that combines economic data, population data,
transportation data, environmental data, public health data, and data
on government spending, along with other statistical information. A
tool like this could be used to generate powerful insights and smarter
policymaking. As it stands, the public can download only one dataset
at a time through Data.gov.

Doing what works for our country requires more flexible, nimble, and
integrated information management and disclosure. However, creat-
ing a single statistical agency would require a significant reorganiza-
tion of the executive branch, something that may be too disruptive to
contemplate over the short term.

We recommend that the president first issue an executive order that
directs the design and implementation of a “virtual” statistical agency
to rationalize statistical efforts across agency platforms as the adminis-
tration did with the website Recovery.gov. This virtual agency would:

* Take ownership of Data.gov

* Work with federal agencies to consolidate data collection, manage-
ment, and disclosure where possible and desirable, beginning with
the largest statistical bureaus dealing with economic analysis

* Improve the functionality of Data.gov by integrating statistical
information and providing useful analytical tools to the public

In parallel with this effort, a National Academies panel (separate from
the one recommended for competitiveness) or other impartial orga-
nization that can draw upon the expertise of business, research, and
internal government end users of government statistics, along with
privacy and data technology experts, should evaluate the following
options for reorganization:

* First, creation of a new “U.S. Statistical Agency” that consolidates
statistical programs from across the government.

Second, creation of a consolidated economic statistical agency re-
sponsible for demographic, economic, and business information. The
Census Bureau and Bureau of Economic Analysis could be grouped
with other similar statistical programs, including the Bureau of Labor
Statistics, as part of a new independent agency responsible for eco-
nomic statistics. Likewise, there could be a new Bureau of Environ-
mental Statistics that would include programs at NOAA, Interior, EPA,
and other agencies. (Were NOAA to be moved to the Department of
Interior, which shares similar statistical and regulatory responsibili-
ties, some of this consolidation might be facilitated.)

These possibilities need more careful and technical examination.
But the ultimate objective is clear: a government that is coherently
organized to deliver relevant, high-quality economic and environ-
mental information.
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challenges? Or would it be more likely to succeed within an economic develop-
ment-focused agency that understands finance, commercialization, and market-

ing? That is a close call.

Bringing various science programs and efforts together should make it easier to
advance a broader competitiveness strategy. But we would not want to lose the

benefits of the policy expertise within the agencies where they are now housed.

Possible downsides to consolidation and reorganization

There are, of course, significant operational drawbacks to the consolidation
required by even the most modest of proposals above, as the herculean effort

to merge 22 agencies to create the Department of Homeland Security demon-
strates. The Department of Business, Trade, and Technology (the first option
described above) would be a far smaller reorganization, creating an agency with
about 18,000 staff (compared to more than 200,000 staff in DHS) and a budget of
around $S billion (compared to DHS’s budget of more than $50 billion). It also
would have a focused mission that could allow it to come together faster as an

effective department.

Nonetheless, we acknowledge that even making a proposal to consolidate agen-
cies can be distracting. Agency leadership may become consumed with protecting
turf and jockeying for advantage. And members of Congress may worry about

committee jurisdictions.

This is why we recommend that the administration focus first on developing a
more comprehensive strategy and better coordinating among agencies in their
current configuration. But we should not accept organizational paralysis when a
more rational structure is apparent. In light of our renewed focus on American

competitiveness, now is the time to tackle reorganization.

Another downside, according to some experts we interviewed, is that staff morale
at USTR may decline due to a perceived loss of importance as the agency is moved
out of the Executive Office of the President. In fact, morale there has already fallen
significantly and is now among the lowest of small agencies in employee rankings.
It may be that, if handled well, a merger into a new powerful department focused

on global competitiveness would actually have a positive effect.
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Conclusion

American businesses and workers have rebounded before from uncertain times.
Our families benefitted from the economic opportunity and rising living stan-
dards that flowed from the successful prosecution of two world wars, a Cold War,
and the space race. The emergence of foreign powers in the last decade prompted
us to enhance our productivity, and to thrive. We have benefitted also from a

virtuous circle in which other countries have moved ahead as well.

In this same tradition, and in pursuit of our continued competitiveness, we argue
for along-term strategic plan and possible reorganization of federal agencies. As
we struggle to restore employment and help those hardest hit by the economic
crisis, we must organize ourselves to better focus on the long-term competitive-

ness of American firms and workers. The future will thank us for it.
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