EXECUTIVE OFFICE OF THE PRES!DENT
THE UNITED STATES TRADE REPRESEMTATIVE
WAGI‘“N@I"ON, p.c. 20800

" OCT 17 2006

The Honorable Thomas J. Vilsack
Office of the Govemor

State Capitol

Des Moines, JA 50319

Dear Governor Vilsack:

Thank you for your letter wrging the United States to exempt low: from a broad range of service
sector coromitments applicable 10 your state wder the WTO Genp:1al Agroement on Trade in
Services (GATS) and to exclude Towa from any further commitm ¢ 1ts under that agrecment

As you may know, the WTO negotiations undsr the Doha Develo: ment Agenda were suspended
in July. As a result, the deadlines mentioned in your letter for rev-ised offers and closing the
negotiations are no longer applicable. Nevertheless, 1 atill beleve: it is important to respond
directly to your concesms. , :

In requesting the exclugion of lowa from GATS commitments, y:'3 assert that the GATS
threatens Iown's ability to rogulate insuranee, healthcare, constru:Hion, engimeeting, and’
Jistribution services in the public interest, This is simply not the c:ase. Moreover, if the United
States were 10 seek o renege on longstanding, internationally ag:eed services rules and
commitments that apply to your state, it would gk sending the siynal that lowa no longer
welcomes foreign trade and investment. [am confident that is i a message you wish to
convey.

" The GATS has been in place for more than ten years, as have thi U.S. GATS commitments with
respect to Jowa that you urge me o withdraw. In that extire peri:d, not one WTO member has
brought a camplaint against any Iowa law or regulation across the: List of services sectors that you
would like to see exempted. Indeed, ns far 2 ] know, no WTO i ember has voiced any concern
about any measure Iowa has adnpted, or bas considered adoptin, to regulate those sectoiss, Nor
-does your letter mention any instance in which Jowa has felt co pelled to change or withdraw a

regulatory measure in any service sector aut of deference to the ATS,

Thus, far from preventing Towa from regulating services for the: ublic good, the GATS has

imposed no demonstrable restraint on your state’s ebility to regi:l ate in the public mmerest.

1t 100k years of hard work under both Democratic and Republicin administrations for the United
States to convince governments around the globe 10 begin leveling the trade playing ficld for
American services workers and companies, the most competitivc: in the world. Many Iowa
companies and their employees directly benefit from this effort, including in key high-wage

" sectors like financial services.
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The GATS calls for WTO membors to open their services rarke:: 1o foreign suppliers and to
afford them the same non-discriminatory treatment as looal firms. The United States was, and i3,
n clear winner under the agreement. Most of our services marke(: have long been open to
foreign firms, unlike the case abroad.

At the hoart of the international trading rules that the GATS estal:lishes is the principle of
non-diserimination. The GATS commits WTO members 10 give ¢qually favorable eatment to
foreign and domestic service firms in the sectors in which they u:vjerteke commitments.

If the United States weré to withdraw its GATS commitments as. {hey apply to Iowa, this would
communicaté to the world that Towa is no longer preparcd 1o prov:de non-~discriminatory
treatment to foreign firms across a wide range of sorvices sector . Tt would be hard 10 convince
our trading partmers otherwise given Jowa's experience under th: GATS over the past decade,
Moreover, it would be difficult to explain why lowa perceives a need to discriminate agalnst
foreign gervices cornpanies, which support some 18,000 jobs in yur state, in order to carry out
the state's public policy initiatives.

While the GATS includes a mechanism that authorizes a0y partl:ipating government tha! can no
longer meea a specific services commitment to withdraw it, ther:. s no reason to believe that
Iowa’s laws and regulations governing servioes ar¢ not fully conpatible with U.S. comrpitments.
Therefore, 1 sec no reason to invoke that provision. Moreover, unless the United States wure 1o
provide offsetting market-opening services commitments that o' trading partners found to be
adequate — and I note thiat your letter offers none that Town is pripared to provide — other
governments would be free to withdraw GATS commitments of their own. The impact of those
withdrawals would not necessarily fall on Iowa alone. I am sur: you understand that as United
States Trade Representative I must consider the interests of our ijation as a whole.

In addition, you will be pleased to know that the concern expreiied in your letter Mat the GATS
could precinde local regulators from enforcing local Zoning and |and-usé regulstions is &lso

. without foundation. As a recent WTQ publication addressing 1:7ths and fects about the GATS
states: “foreign suppliers operating on the basis of a market-acq::3a commitment are subject to
exactly the same domestic regulations 35 pational suppliers; they have no right to exempition

from planning or zoning rules, or BaY other kind of regulation.”

With respect to your concern regarding public libraries, given iz pervasivencss of government
support for public libraries around the world, it is highly unlike'c/ that public gupport for libraries
would ever come into guestion. Moreover, the GATS contalnsi 10 provisions limiting the ability
of federal, state, or local governments to provide funding to pulilic libraries.

You also ask for lowa to be exempfcd from the services offet flint U.S. psgotiators have: tabled in
the GATS negotiations currently under way. However, the cur:mt U.S. offer does not inall for
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- Jowa to make any changes in the way it regulates services. There i« no basis for the view. that-the
proposed new GATS commitments will impede Iowa from regulatiag services in the public

’ .

interest or developing innovative public policy.

In oclosing, I share your interest ie ephancing federal-stato collabonfsﬁén on trade matters, ‘We
welcome the opporumity to collaborate further and approciate yout attention to these matters.

Sincexely,

o O iy Gl

Susan C. Schwab



