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Governor Ted Kulongoski

Srate Capitol, Room 160
500 Court Steet NE

Salern, OR 973014047
Dear Govemyvno{gnski:

As you may know, U.S. Trade Represemative Robert Zoellick has asked govemnors o
Jegally bind their states to complying with any government procurement rules the federal
government negotiates in all new rade agreements. States won't be at the table during
the wade negotiadons of course, but no matter, the Bush Administration would like you to
bargain away, in advance, your right to object. The Administration is particularly
interested in getting states 1o commit to the procurement rules negotiated in the Central
American Free Trade Agreement (CAFTA) and the Free Trade Ares of the Americas
(FTAA), which expand the North American Free Trade Agreement (NAFTA) to Central
America and, evenrually, the entire Western Hemisphere.

[ am writing to strongly wrge you to reject this equest, which represents an unwarranted
usurpation of state and lacal sovercigmry. Oregonians have a right to establish
procurement rules that reflect our shared values md promote local economic
development. The Busb Administration’s request would make state and local control and
aecountability impossible.

Agreeing to the Admiinistration's request means Oregon would be farbidden from
enacting procurement rules that prevent the exporting of jobs by giving preference 10
local contractors; promote the development of environmentally-friendly ("green”)
produsts or services; provide preferences far small businesses; restrict conracts from .
going to companies oI COURTTIes with poor human rights, enviroomental of labor records;
provide preference for pro-union or pro-public bidding assistance; or provide for
prevailing or living wages and preject-labor agreements. The CAFTA text is actually
refroactive; requiring stares to change existing procureraent rules that gonflict with its

provisions.
1 recognize that Oregon's procurement flexibility is already somewhat limited by

internavional trade BETECMENIS. AS you discovered as a result of the conmvoversy about an
overseas subcontractor handiing calls abour eligibilivy for State benefits, prior action by
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sormer Governor Barbara Roperts has limited Oregons rights with respect ©
progurement. Buk, the Bush Adminisradon’s request would magnify this mistake
several-fold. .

Governor Roberts commired Oregon 1 complying with the World Trade Organization's
(WI0) Agreement on Govemment Procuremert (AGP). Oregon’s commuitnent, aleng
with similar cornmitments from 36 other states, Was incorporated into the 1aw Congress
enacted to join the WTO, whichl opposed.

However, the AGP only Tequires Wt Qregon provide pon-diserininatory treatment to the
28 other signatories 10 the agreement. The gignatories ave primarily indusmrialized
countries in Purape and 1S, allies in Asia, which have not been the primary destination
for jobs exported from he U, | Nowbly, China and India, Twe of the largest destunations
for jobs shipped out of the U.5., are not signatories to the AGP. Nor are the CAFTA and
FTAA counmies signarories. Therefore, Orggon is free to enact procurement restrictions
with respect 1o these countries and any others not 2 party 10 the AGP. 1 would encolrage
you to do s0.

Unfortunately, as 1 understand it, Oregon's flexibility has beent farther limited because the
Bush Administration comumitted Oregon and these 36 other states who are parfies 10 the
AGP, without consultaton or censent from the states i oSk ifnot all, cases, to the
procurement rules in the 2003 U.8.-Clle FTA and U.5.-Singapore FTA. Oregonisalso
listed as a party to the procurernent section of the U 5.-Australia FTA.

You should reject the Adminiswation's TequesT 10 apply funmre procurement provisions 10
Oregon. You should also closely monitor negotiations 10 malke sure the Administration
does pot include Oregon in furure agreemenits without your kmowledge or consent and, if
{he Adminiswation mwies, investigate your legal options o protect Qregon's sovereignty.

Finally, you should consider withdrawing Oregon's prior commitment 10 complying with
the WTO AGP. The Dush Adminisanon as already set a precedent for ignoring the
WTO AGP by refusing 10 comsider companies from particular covmries for
reconstruction contracts in 1rad- If Oregon chose 10 1gnore the prior Governor's
commitment, Them, its tue that theoretically, another country could file a complaint at the
WTO. Ty would then e up 10 the federal government 10 defend (or not) the Oregen
positiog since states have no standing in the WTO dispute setriement process. The WTO
dispute process <20 rake TWO years or longey 10 waork its will. In the event the U.s.
government altimarely lost, the WTO meambers who filed the complaint could impose
financial pepalties, but those penaltes would £l on the federal government, Do the State
of Oregon. Iris possible the federal governynent would then try to jmpose & financial
penalty on. the Srare of Oregon, but, ar that point, several years down the toad, Oregon
could just change j1s procurement practices 10 ¢oMeE back into compliance with the WTO.
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! aGP sigRaronss arc: Austria Beghm., Cngada, Denmark, Europeen Communities Fintand, France, Gertnany,
Greece, Hong Kong Chira, Iecland, freland, 1stac), ltaly, Tapan, Korea, Lieghrensitin, Lyeembourg. Methorlands,
etheriands with pespect 1 Arubs, Norway, Pormgal, Simpipar, Sptin, Sweden, Switzarlend, United Kingdom,
United States




This result, which would merely rerum Oregon to the procurement ruies being followed
today, would help expose The threzt the WTO poses 1o the right of American pitizens and
their elected officisls to establish laws and regulations - for example, a procurement law
thar prohibits taxpayer funded contracts from being carried out by foreign labor - in de
public inrerest.

Thank you for your amrention 1o this issue. Please don't hesitats 1o contact me if you

would like to discues it forther.
Sincerely,
/ '
FE De

Member of Congress




