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President of Obama has proposed a sweeping reorganization of government agencies that
deal with international economic affairs. Gary Hufbauer, senior fellow at the Peterson
Institute for International Economics is here with me, Steve Weisman, to assess the prospects

and the advisability of this proposal. First, Gary, what did President Obama propose?

He’s proposed to take a very large department, the Department of Commerce, which

has probably 20,000 or more people, and add to it several smaller agencies: the Export/
Import Bank [Ex-Im Bank], which has been an independent agency since the time of
Franklin Roosevelt; the Overseas Private Investment Corporation [OPIC], which is a

very small agency to ensure private investment abroad; quite importantly, the US Trade
Representative, which again is a small office of less than 200 people—which handles US
trade negotiations with all foreign countries; the Small Business Administration; and one or
two other smaller agencies.

At the same time, to reduce the bulk of the Commerce Department, he proposes to
move the National Oceanic and Atmospheric Administration, NOAA, out and make
it an independent. That’s the weatherman of the government, and that’s a very big and
important agency, but really doesn’t have a lot to do with international trade policy.

Is this a good idea?

It could be a good idea. It’s an old idea and many people say it’s a bad idea. But it could be
a good idea if the head of the new agency was essentially the US Trade Representative. In
other words, if we had a Minister of Trade just like most other countries do, from China to
Germany to wherever, France. That’s not clear, whether the US Trade Representative would
be at the top, or someplace substantially below. And on that critical decision, I would say,
it’s either a good idea, whatever its political difficulties, or a very bad idea.

Is there any conflict of interest, though, between Commerce and Trade that might make it
hard for one person to perform both functions?

Indeed there is, because Commerce Department today is an agency which, among other
things, restricts trade. It handles anti-dumping investigations, countervailing duty investiga-
tions, and some other specialty investigations, the purpose of which is to limit imports.

So here youd have an agency that would be both limiting with one hand and trying to
expand foreign market access with the other hand. It is a conflict. Now, my resolution
of this—but this isn’t President Obama’s idea, at least not yet—is to take all those trade-
restrictive functions, where there’s some legitimate argument that trade ought to be
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restricted, and put them over in a different independent agency, the International Trade
Commission. But I haven’t heard that idea except from my own head.

But even the US Trade Representative has functions that prosecute alleged violations of
trade and IPR [intellectual property rights] and things like that. Isn’t there an inherent
conflict in any administration between these two objectives?

There is, but let me be quite clear on what the USTR does when it plays its litigation role.
Its litigation role is to open foreign markets, to open access to Europe, to China, to India,
wherever, where they have barriers which are inconsistent with their obligations. Whereas,
the Commerce Department’s job is to restrict trade, imports into the United States.

Hasn't this proposal by President Obama existed in different forms in previous administrations?

Yes. It’s an old chestnut, and one wonders whether it’s a chestnut that comes out of the fire
when an administration is winding down. But I can certainly remember the Reagan and
Bush proposals, and I believe there are some other proposals, George W. Bush. So it’s an
idea that echoes right back -- well, you can go as far back as the Eisenhower administration.
So it’s an old idea, but it never goes very far.

And it doesn’t go very far because these agencies have their own constituencies, not only in
the business community, but in Congress.

Very much so. Very strong constituencies in the business community, as you say.
Champions of the business community and very important firms. And secondly, different
Congressional committees are now charged with responsibility over different parts of this
supposed amalgamated trade ministry. Well, those Congressional committees don’t want to
give up jurisdiction, so that’s been a killer right through the decades.

So, what do you think? Does this have legs?

No, it does not have legs. If it came back in 2013 as a fairly major priority of a new
administration, it might go through. But every administration is going to ask itself, “Do we
want to spend our energy in Congress on reorganization?” And in my professional lifetime
in Washington, the only reorganization of size that got going was the Department of
Homeland Security, and those were very special circumstances.

Very special. In fact, the administration resisted the idea of creating it until after 9/11.

Yes.

Okay, Gary. Thank you very much.

Thank you.



