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Good afternoon. I am Linda Chavez‑Thompson, and I am Executive Vice President of the AFL‑CIO, a federation of 64 affiliated unions representing 13 million working men and women and their families. With me is Jon Hiatt, the General Counsel of the AFL‑CIO.

I am here today with representatives of civil rights, environmental, consumer, and women's organizations, together representing millions of American workers, consumers, and concerned citizens. We are here to express our outrage over the Bush Administration's plan to repeal the federal contractor responsibility rules.

These rules, which became the law of the land when they were issued last December, make clear that in order to be considered a "responsible contractor" eligible to receive a government contract, a company must have a satisfactory record of complying with the law. Companies would have their records scrutinized before they were awarded lucrative federal contracts. A company with a shoddy record ‑‑ a record of repeated, pervasive, or significant violations of the law ‑‑ might not pass the test and might not get a federal contract.

These rules make perfect sense. Even before these rules were issued, the law said the government should only purchase goods and services from "responsible contractors." The rules said that one element of that test was a "satisfactory record of business ethics and integrity." What does that mean, if not basic compliance with our laws?

Doesn't a record of repeatedly violating our environmental laws say something about a company's business ethics? A record of regularly putting workers at risk by violating our health and safety laws? A record of discriminating against women or people of color? These are bedrock laws that reflect our fundamental values, and our notion of the minimum standards that corporations in this country are expected to abide by. A track record of routinely violating these laws most certainly does tell us something about a company's business ethics and integrity.

If a company can't play by the rules that Congress set for businesses in this country, why should it benefit from government business?

Why shouldn't the government demand that in exchange for the privilege of receiving valuable federal contract dollars, a company must demonstrate its basic compliance with our laws?

Making compliance with the law part of the test for being a "responsible contractor" reinforces to companies the importance of making sure they are operating in conformance with our laws. It also helps ensure that the government is awarding contracts to the most responsible, ethical, trustworthy companies. Companies that respect their obligations under the law are more likely to respect their obligations under a federal contract. These are the most reliable companies, the ones that will turn in a quality product on a timely basis.

But our new Administration apparently doesn't see things this way. Since January 20tr', this Administration has, in the words of one contracting official, been "working as fast as we know how to undo" the rules. Eleven days after the new Administration took office, the new contractor responsibility rules were quietly blocked, using an obscure maneuver called a "deviation." What's a "deviation?" According to the non‑partisan Congressional Research Service, it was a legally questionable unilateral suspension of the rules that likely violated the Administrative Procedures Act. Two months later, the Administration formally and unilaterally suspended the rules. It asked

for public comment on the suspension after the fact, but allowed no notice or comment before unilaterally suspending the rules. At the same time, it proposed to do away with the rules altogether.

Why has the Bush Administration acted so quickly and so quietly to repeal these rules?

Because in fact, the vast majority of Americans support the contractor responsibility rules. In a nationwide survey conducted by Peter Hart Research in April, 71 percent of Americans say they favor a policy that makes it more difficult for businesses to receive federal contracts if they repeatedly violate environmental, safety, labor, tax or civil rights laws. Sixty‑eight percent of Republicans favor this policy, by the way, as well as 77 percent of Independents and 81 percent of Democrats.

Americans want and deserve a government that works for them, represents them, and that protects their interests. When they pay their taxes, they want to know that their hard‑earned money is going to good use. Americans would be shocked to know that a government meeting is being held to consider a proposal to repeal rules that say that a company's record of complying with the law matters in deciding who gets awarded federal contracts and who does not.

Ordinary Americans work hard, pay their taxes, and play by the rules. They know that if they break the rules, there will be consequences. Why shouldn't the same rule be true for companies that want to be government contractors? But the fact is, government contracts are regularly awarded to companies that repeatedly violate our laws. The AFL​CIO detailed numerous examples of this practice in its earlier comments to the record in support of these rules. In addition, several studies by the U.S. General Accounting Office reported that companies found to have violated worker protection laws nonetheless were awarded federal contracts.

Critics of these rules say this shouldn't be the concern of the contracting system ‑that if a company breaks an environmental law, it's the job of the Environmental

Protection Agency, and not the government contracting system, to see that action is taken to address and remedy the violation. We agree that government enforcement agencies should take action when violations of the law are found. But that's a separate question from the one on the table here today. The question we are debating is whether as a public policy matter, the federal government as a consumer and purchaser of goods and services should say that part of being a "responsible contractor" with "satisfactory business ethics and integrity" is having a satisfactory record of complying with our laws. We emphatically believe that the answer to this question is "yes."

We've also heard, from the day these rules were first proposed, the steady drumbeat of the "blacklisting" mantra from opponents of these rules in the business community. The "blacklisting" line is clever public relations, and a clever scare tactic, but as you know, and as they know, it is pure nonsense. Nothing in the rules creates a "blacklist" of any sort, or debars companies from all government contracts.

I would also like to point out two other parts of the new rules that are now suspended and on the verge of repeal. One of these provisions would change cost reimbursement rules to say that the federal government would no longer reimburse government contractors for costs relating to try to persuade their employees whether or not to form or join a union. So, for example, before the rules were changed, government contractors could, and did, get reimbursed by the federal government for the cost of holding captive‑audience meetings ‑‑ meetings where workers are required to attend and listen to anti‑union speeches by company management in the midst of a union organizing campaign.

What does that have to do with providing goods or services to the government? Why should our tax dollars subsidize this sort of activity? What possible interest does the federal government have in paying for an employer's union campaign activities?

But without a single word of explanation or comment, the Bush Administration has suspended and proposed to do away with the rule saying that the government would

no longer pay for these costs.

And, the Administration has suspended and proposed to do away with a rule saying that contractors can no longer be reimbursed for their legal defense costs when they lose a case brought against it by the federal government. In other words, a company could be found liable for millions of dollars in back pay for violating the minimum wage and overtime requirements of the Fair Labor Standards Act, and then could turn around and collect its legal defense costs from the same federal government that brought, and won, the case against the contractor. The contractor responsibility rules would have closed this loophole and brought a halt to this ludicrous practice. But here again, without a single word of comment or explanation, the Bush Administration has suspended and is moving to repeal this rule, paving the way for corporations to have us taxpayers pay their legal fees when they lose in court. Ordinary citizens don't have such a privilege, but the Bush Administration apparently wants to give it to corporations.

The government as a consumer has a right and an obligation to spend taxpayer money in a way that reinforces, and does not undermine, our nation's laws and values. The contractor responsibility rules represent good public policy and good government. They will bring about a better, fairer, contracting system, and will give the public greater confidence that their tax dollars are being put to good use. On behalf of the AFL‑CIO, and the millions of working families we are privileged to represent, I urge you to stand up for good government, stand up for good corporate citizenship, and let the contractor responsibility rules stay on the books where they belong.
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FCA'S STATEMENT ON THE NEED FOR THE

FEDERAL CONTRACTOR RESPONSIBILITY RULES

(MONDAY, JUNE 18, 2001)

We are here today to express the Finishing Contractors Association's disappoint​ment over the decision to suspend the Federal Contractor Responsibility Rules. These rules would have strengthened the government's ability to deny contracts to companies violating workplace safety, environmental, tax, and other federal laws.

Our association is a rapidly growing trade association, representing over 1,100 union contractors within the finishing industry which includes drywall finishing, flooring, glass/glazing, painting/decorating, signs/display, and other allied trades. Our members are all signatory contractors with the International Union of Painters and Allied Trades, and they represent numerous affiliate organizations nationwide.

In previous correspondence to your office, we avidly stated our support of the proposed Federal Acquisition Regulation changes that would link future federal contracts with a contractor's past work performance. In light of the Administra​tion's recent suspension of them, we are here today to reiterate our strong support.

Representing union contractors, we already ascribe to our own self‑imposed standards of ethics and business practices, designed to gain the public's trust and confidence, as well as to protect the industry. Our members are highly trained to produce top‑quality work in accordance with sound industry performance standards. These standards include rigid adherence to the nation's tax, labor, environmental, and employment discrimination laws, as well as careful attention to safety regulations and fair employment and contract fraud statutes.

Unfortunately, we also realize that not all contractors adhere to the same self​imposed code of ethics and fair business practices. Their negative actions do not keep the playing field level since they are not abiding by the same rules, often abusing the trust of the contracting officer, the federal government, the taxpayer, and their competing contractors. Unprofessional actions often result in poorer quality work and cause an assault on our professional integrity and the public's trust. In short, they create a bad overall image of the finishing industry, so a simple slap on their wrists will not solve this problem.

In conclusion, we fully support the need to ensure federal contractors be held to high standards of integrity, business ethics, quality work, and professional perform​ance‑as embodied in the Federal Contractor Responsibility Rules. We also fully support any efforts to clarify the FAR so that unscrupulous contractors, who violate the terms of their bid or who have violated workplace safety, environmental, tax, and other federal laws, are held accountable through fines, penalties, suspension, and eventual disbarment. As skilled, professional contractors and "concerned taxpayers," we too agree: some contractors need to be denied the opportunity to bid on future federal contracts because of their past unprofessional track record.

