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THE WHITE HOUSE 
~~([(~ 

WASH I NGTON 

September 11, 1975 

MEMORANDUM FOR THE VICE P~~T 

FROM' JAMES CANNV "t1AA. 

Mayor Carlos Romero of San Juan telephoned today to 
express his concern about your meeting with Jaime 
Benitez. Mayor Romero, who is a Republican and 
Chairman of the League of Cities, has serious misgivings 
about the recommendations of the Ad Hoc Advisory Committee. 

He feels it created an awkward situation for him because 
Benitez quoted you in the San Juan papers as being in 
support of the Ad Hoc Committee proposals. - - ----------

. Digitized from Box 27 of the James M. Cannon Files at the Gerald R. Ford Presidential Library
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THE WHITE HOUSE 

WASHINGTON 

October 2, 1975 

~lliMORANDUM FOR THE VICE PRESIDENT 

• 
FROM : 

SUBJECT Marian 

The Marianas resolutionJabout which Marlow Cook spoke 
to us, has passed the House and is to be reported out 
in the Senate this month. 

Attached is Roger Hooker' s· summary. 

Attachment 

' 
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.. . fl.tl;V5~ OFFICE OF THE VICE PRESIDENT 

WASHINGTON 

September 26, 1975 

MEMORANDUM TO JAMES CANNON 

FROM: Roger w. Hooker, 

SUBJECT: Legislative Status of the Marianas 
Covenant. 

HOUSE 

H.J.Res. 549 was reported out of the 
House Interior Committee by a vote of 30-0. It 
passed the House by a voice vote on July 21, 
1975. \ 

SENATE 

S.J.Res. 107 (copy attached) was 
introduced in early July and referred to the 
Senate Committee on Interior and Insular Affairs. 
Hearings have been completed and the bill is 
scheduled to be reported out in mid-October. 

However, two Senate Committees are 
claiming jurisdiction and two more Committees 
have expressed interest in the bill. Below 
are the arguments and points of the Committees: 

Foreign Relations: 

This Committee argues for jurisdiction 
because the Marianas come under the terms of a 
trusteeship granted by the United Nations with 
the United States as the administering authority. 
It is further claimed that this agreement could 
have some effect on foreign polic·y in that area 
of the world. 

':-
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Page Two 
Memo to James Cannon 
September 26, 1975 

Armed Services: 

Armed Services has been the most vocal in 
claiming jurisdiction. Senator Gary Hart of 
Colorado argues that the agreement is military in 
nature, i.e., the Marianas would ultimately be 
used as a u.s. defense installation and he is 
therefore opposed to the Resolution. His position 
is supported by Senator Harry Byrd of Virginia. 
Byrd stubbornly asserts the following non sequitur: 
since the u.s. "gave up" Okinawa which was clearly 
a military base, there is no need to obtain the 
Marianas as a territory. 

Section 802 does provide that certain 
property will be made available to the u.s. 
government to "carry out its defense responsibilities." 
However, the intent is that this property will be 
used for training purposes only. 

Judiciary: 

This Committee's interest sterns from 
the fact that all citizens of the Marianas who 
are not already U.S. citizens or nationals will 
become U.S. citizens. Concern may also be present 
regarding judicial authority and applicability of 
laws in the territory. 

Finance: 

Since the Marianas will become a territory 
of the U.S., they will be entitled to" ••• the 
full range of federal programs and services 
available to territories of the United States." 
(This particular section is apparently opposed by 
OMB.) Also included are social security benefits. 
Furthermore, the citizens will be taxed according 
to U.S. income tax laws. 

..._ 



.... 

Page Three 
Memo to James Cannon 
September 26, 1975 

PARLIAMENTARY PROCEDURE 

When the bill is reported out of the 
Interior Committee and comes to the Floor for 
consideration, it could be referred to one or 
more additional committees by unanimous cons_ent. 
If unanimous consent is unobtainable, it could, 
by motion and majority vote, be committed to a 
single other committee-- e.g., Foreign Relations. 
Assuming this hypothetical situation, once Foreign 
Relations reported the bill, it could again be 
committed to yet another single committee, e.g., 
Armed Services, by a new motion and majority 
concurrence. 

' 
It now seems apparent that when the 

bill is reported out of Interior, it will be 
referred to Foreign Relations. That Committee's 
claim to jurisdiction due to foreign policy 
implications is valid. Attempts at discouraging 
Armed Services from claiming jurisdiction are 
still being made, but they have not yet met with 
any measurable degree of success. 

':-



MEETING WITH JIM FALK, SAM 
HALPER AND MARLONE COOK 

RE: Ad Hoc Advisory Committee 
Report 

11:00 a.m. 
Thursday, October 9, 1975 
Situation Conference Room 
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THE WHITE HO U SE 

W AS HI N GTO N 

November 6 , 1975 

Jllvl FALK -

Attached are the comments received from the 
Cabinet on the Puerto Rico Report: 

As others are received I will send them to you. 

Attached are the comments of: 

., 

Agriculture 
Treasury 

HEW 
Commerce 
Defense 
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OFFICE Of THE SECRETARY OF DEFENSE 
WASHIN GT O N, D.C. 2030l 

MEMORANDUM FOR Mr. James E. Connor 
Secretary to the Cabinet 
The vlhi te House 

30 October 1975 

THROUGH: Captain Leland s: Kollmorgen, USN 
Military Assistant to the President 

The report of the Ad Hoc Advisory Group on the Compact of Permanent Union between Puerto Rico and the United States has been reviewed, and the Department of Defense has no obj~ction to the section pertaining to security and common defense. 

FOR THE SPECIAL ASSISTANT: 

. ~~r~~~ 
Lt"Col, USAF 
Military Assistant 

- ~~~~\JJTIO.v ~ ~ (\ 
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Ul\!lTED STATES DEP,~RTiw'lEi\JT OF COMMERCe C;'rice of the Secr3tary 
Wash ington. D.C. 20230 

NOV 4 1975 

MENORANDUH FOR JAJ."1ES E. CONNOR 
SECRETARY OF THE CABINET 
THE WHITE HOUSE 

FROM Robert S. 
Director 

M'll' ~~~, .. . 1 lgan,~ · · 

Office -of Policy Development 

SUBJECT: Department of Commerce Status Report on Evaluation of Proposed "Compact of Permanent Union between Puerto Rico and the United States" · 

In -response to your request of October 23rd for comment on the above subject, specialists are undertaking a detailed evaluation of the Compact's provisions which fall within the Dep~rtment's expertise. In particular, we refer to SECTION 9 or "Common Narket" aspects of this proposed Compact. 

y 

SECTION 9 is 6f crucial significance not only for the future development and well-being of the Puerto Rican economy, but is also of great practical importance to the U.S. mainland business corrununity. For example, Puerto Rico is currently the world's largest per capita purchaser of mainland United States goods. In terms of volume, Puerto Rico with $2.9 billion of mainland u.s. exports in 1974, ranked an impressive eighth place vis-a­vis our other trading partners being surpassed only by Canada, Japan, \.Vest Germany, Mexico, United King.dom, Netherlands and Brazil. · 

Furthermore, we note t~at SECTION 9 has been in part revised from the April l2, 1975 version of the prop6sed Compact on which ' this Department already commented informally by letter of June 3, 1975 to Narlow W. Cook, Co-Chairman of the Ad Hoc Advisory Group on Puerto Rico. As a result of these revisions, it now requires further study and review. 

As soon as an expeditious review is completed we will transmit our co~~ents to you. 

~ -""' ... ;: ....... ... . ~-

:.. .....,. ' 
,: , ~-:p : 

; 



; 
~~ 

~· 

_,. 

/~,·;~~}'~\·: 
~ ... \ . - ,-·~ .... = 

_.\ ---~- ..-:. 
·-.. , __ :-- ... ~.; 

THE S ECR ETARY OF HEALTH . EDUCA TI O N , A N D WELFA R E 

WA SHINGTON . O. C-20201 

NOV 4 197S 

MEMORP.NDUH FOR THE HONORABLE JANES E. CONNOR 

SUBJECT: Report of the Ad Hoc Advisory Group on 
Puerto Rico: Response to your memorandum 
of October 23 

The Ad Hoc Advisory Group on Puerto Rico has proposed 

for consideration of the President of the United States 

and the Governor of Puerto Rico a Compact of Permanent 

Union Between Puerto Rico and the Upited States that, 

if adopted, would substantially alter the relationship 

between the two goverr~ents. Several provisions of the 

Compact may be expected to bear directly on the manner 

in which Puerto Rico participates in programs that our 

Department administers. 

For present purposes, we would respectfully invite the ­

President's attention to sections 6 -and 11. The Advisory 

Committee explains section 6 as founded on a belief, 

"that United States citizens, notwithstanding their place 

of residence \vi thin the jurisdiction of the Federal 

Government, should participate equally in the benefits 

provided by laws of the United States relating to social 

and economic aid, such as loans and other assistance for 

the benefit of health, education, housing, opportunities 

for employment and social welfare." A number of the 

Department's major programs, such as ~velfare assistance 

to the adult categories under the Social Security Act, 

support programs in Puerto Rico on terms quite different 

from those that apply within the fifty States and the 

District of ColQ~ia. 

• t,: 

l 

~ 

i· 

· ~ l 

[: 
f. 
i 

L .. . , 
... 
~ 
< 
:;. 
~ 
(:. 

~ 

.: 

' I 
I 
I 

i 
I 



7' • 

' 
THE HONOPJI.BLE J AHE S E. CONNOR 2 

Section 12 o f the Compac t , o n the applicability o f Fe deral 

laws, would p r o v i de a pro c edure under which Puerto Rico 

could delcy the application to it of regulations implementing 

any statute and ultimately obtain judicial review on the 

questi on o f wheth er t he regulation was "essential t o t h e 

interests of the United Stat es". 

The i mp l ications of these provisions, as well as others 

"that 1;•70uld bear on the programma-t;:ic concerns of other 

agencies of the Executive Branch: (such as t h e provision 

a~lowing Puerto Rico to impose external tariffs different 

from those imposed on goods entering other portions of/ 

the United States), require intensive evaluation. 

Accordingly, I would recommend that you fonvard the report 

of the Ad Hoc Advisory Group to the President with the 

reco~mendation that he designate a suitable group, perhaps 

a task force of the Domestic Council, to study the report 

in : consultation with affected departments and agencies of 

the Executive Branch, and to advise him whether to accept 

the recommendation o f the Advisory Group "that the Compas:t 

be referred to both Houses by the President of the United 

~-~ _ States with his endorsement, for Congressional action." 

-

r]_s/Dav i d Math~~!S 
Secretary 
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MEMORANDUl1 FOR: 

From: 

Subject: 

' NOV 5 1975 

The Honorable 
James B.. Connor 
Secretary to the Cabinet 

Richard R. Albrecht{ lnitialed) R.R.A~ 
---- ~ ... 

R-eport of the Ad l!<x:: Advisory Group 
on Puerto Rico 

On behalf of Secretary Simon1 I am respondinq to 
your request for t.he views of t.he Treasury Department on 
the Report of 'the. Ad Hoo Advisory Group on Puerto lUco 
on tile proposed compact of Permanent. Union Between Puert"O 
Rico and the United States. 

The at.t:aebed Treasury Memorand\D'I\ discusses issues ._ 
raised by the proposed COJnpact which are of interest to this 
Department. - . ~ 

" -. 
Attachment 
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TREASURY MEMOF..ANDUM ' --~ ·~ "/) 
<;.. <:-.. 

The following sections of the Report of the Ad Hoc Advisory 
Group on Puerto Rico on the proposed Compact of Permanent Union Between Puerto Rico and the United States are of interest to this Department : 

Section 2 

This section outlines the proposed jurisdiction and authority of the Free Associated State of Puerto Rico. ~~erto Rico would delegate certain powers enumerated within this Compact to the United States. Powers not so delegated would be reserved to Puerto Rico. The enumerated powers delegated to the United States in the field of taxation are ambiguous. This ambi~Jity could create many administrative ~~d subst~~tive tax .problems which would have to be resolved prior to enactment of the Compact. Also, the Compact should delegate to the United States the specific power to assess, collect and enforce the taxes imposed by the Internal Revenue Code of 1954 (hereinafter cited as "Code 11
) vri th respect .to all persons subject to taxation under the Code . 

The proposed Compact would grant the United States responsibility for the foreign policy of Puerto Rico, while providing Puerto Rico with jurisdiction over matters of a domestic nature. Presumably, the United States power to determine Puerto Rico's foreign policy would include the power to determine its .oceans policy. Section 2(a) of the draft biil would grant Puerto Rico jurisdiction over its seas • I • . . and seas adJacent to Puerto Rico. Th1s language could be construed to authorize Puerto Rico, in the exercise of its sovereignty over its seas, to extend unilaterally its jurisdiction over oceans adjacent to its territory or territorial sea in conflict with United States policy in the ongoing law of the sea negotiations. Accordingly, we recommend that a sentence be added to section 2(a) to read: "The Free Associated · State of Puerto Rico shall exercise its national sovereignty over its seas in a manner consistent with the foreign policy· of the United States." 

It is not clear from the wording ~ of this section whether the coastwise laws of the United States, which cover the transportation of passengers and merchandise on water between points embraced by the coastwise laws &~d towing and dredging operat ions in United States waters (see 46 U.S.C. 289, 292, 315, and 883), ~auld continue to be applicable to Puerto Rico itself, or only to water transportation 
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between Puerto Rico and the United States. The Department believes 
the language in this section should be more specific in this regard. 
We assume that such coastwise laws may continue to apply to Puerto 
Rican ·waters provided that t he conditions specified under the 
provisions of s ection 3(b), are complied with , although this is f ar 
from clear. There is also some qyestion of the applicability of other 
navigation laws such as those relating to entry and clearance of 
vessels (see 19 U.S.C. 1434 and 1435 and 46 U.S.C. 91) and to the 
fisheries (46 U.S.C. 251 and 16 U.S.C. 1081-1094). Another question 
relates to the applicability of laws relating to aircraft, such as the 
report of arrival requirement, air cabotage prohibitions, etc. 

The above-stated questions are raised in spite of and particularly 
in light of section 12(a), which states that "The laws of the United 
States applicable to the Free Associated State on the date of approval 
of this Compact shall continue in effect except to the extent repealed 
or modified by this Compact or incompatible with it, and except as 
hereafter modified, suspended or repealed in accordance Tiith law." 
It appears that section 2(a), is, in fact, incompatible with said section 
12(a), and that clarification is especially warranted in view thereof. 
Examples of how the draft bill might be revised to specify applicable 
statutes are 19 U.S.C. 8le and 43 U.S.C. 1333(c) to (g). 

Section 2(d) would authorize Puerto Rico to participate in inter­
·national organizations and · to enter into international agreements with 
other countries with respect to, inter alia, financial and commercial 
relations consistent with the functions of the United States, as 
determined by the President of the United States and the Governor of 
Puerto Rico on a case by case basis. This provision would authorize 
Puerto Rico to join organizations, such as the GATT, the DAF, and the 
IBRD and to enter into financial and commercial agreements with other 
countries. Puerto Rico's exercise of this authority could conflict 
with United States international economic and foreign policy. The draft 
Compact of Free Association which the United States has negotiated with 
the Trust Territory of the Pacific Islands (1.ificronesia) provides for 
the United States to have full responsibility for and authority over 
the foreign affairs of Micronesia while enabling Micronesia to become 
a member of certain international organizations of which the U.S. is 
a member, to enter into agreements vnth certain ~nternational organiza­
tions of which the U.S. is a me~ber, and to request the U.S. to negotiate 
certain types of bilateral agreements which would apply to Micronesia. 
Tne preferable, most consistent course of action may be to make section 
2(d) less broad by revising it along the lines of similar prov~~ions in 
the draft }ficronesian Compact. 

Section 2(d) should also be modified to provide specifically that 
Puerto Rico may not enter into income tax agreements ~~th other countries 
covering matters generally handled by conventions for the avoidance of 
double taxation. 
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Section 4 

This section should be carefully r es tudied and redrafted. 
The thrust of the provision is unclear in the light of present 
income tax provisions of the Code. We would recommend that this 
section be drafted to provide that the income _tax laws presently 
in effect will remain in force except as may specifically be 
provided to the contrary. Exceptions should then be carefully 
and specifically stated. Our specific objections to this section 
are summarized below. 

1. It is unclear whether Puerto Ri co would continue to be a 
possession for purposes of the Code. Section 770l(c) of the Code 
presently provides as follows: 

Sec. 7701. Definitions. 

"(c) Commonwealth of Puerto Rico. Where 
not otherwise distinctly expressed or m~~ifestly 
incompatible \Vi th the intent thereof, references 
in this title to possessions of the United States 
shall be treated as also referring to the 
Commonwealth of Puerto Rico." 

Even in the event Puerto Rico is to continue as a possession, this 
paragraph (c) must be modified to refer to Puerto Rico as the Free 
Associated State of Puerto Rico. A number of other income tax 
provisions of the Code would also have to be amended to change 
formal references to Puerto Rico or reconsidered in view. of the 
proposed compact. 

2. Section 931 of the Code provides an exclusion from gross 
income for United States corporations carrying on a trade or 
business in Puerto Rico but only if certain conditions are satisfied. 
Such corporations may often be treated as resident in Puerto Rico 
by virtue of having engaged in business in Puerto Rico and, as such, 
would be exempt from United States taxation of income from sources 
within Puerto Rico under section 4(b) without satisfying the 
conditions of section 931. 

3. Section 4(b) would provide that the Federal income tax may 
be imposed only on the U.S. source and the foreign-source income 
of Puerto Rican residents, and that in computing the Federal income 

--·-~--· ------ .. -~-~.- .. _~ '"· z~· -·-.-:- ·- -- • I 
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tax on such amounts a credit would have to be allowed by the United States for the Puerto Rican tax imposed on the same income . 

Under present law, Federal_j.ncome tax is imposed on the U.S.-and foreign-source income of Puerto Rican residents, but Puerto Rican­source income is excluded from gross income under section 933 of the Code where the taxpayer is a 'rtona fide resident" of Puerto Rico. The U.S. - and foreign-source income_ of Puerto Rican residents is also subject to Puerto Rican income '"tax, but Puerto Rico allows a foreign tax credit for the U.S. tax imposed on such inccme . 26 P.R.L.A. § Jl3l(b)(2). The proposed Compact would thus retain the first ·rule but change the foreign tax credit rules. 

7he Department would have no objection to a rule which required the United States to grant a foreign tax credit for the Puerto Rican income tax imposed on foreign-source_ income, because that is the rule which would be in effect ULDder Federal law if Puerto Rico did not allow a tax credit, for Puerto Rican purposes, for the U.S. tax imposed on such income. The Department would object, however, if the United States were to be required to give a foreign tax credit for the Puerto Rican tax imposed on U.S.-source income. At the present time, most U.S.-source income received by Puerto Rican residents escapes~ U.S. tax anyway, -because Puerto Rican residents are entitled to claim the standard deduction, personal exemptions for all dependents, and if married to file a joint return vnth respect to U.S. - and foreign-source income subject to U.S. tax. The amount of additional tax that Puerto Rico would collect if such a change were instituted; moreover, would be only about $7 million annually. If the United States were to agree to such a rule, however, there might be pressure to grant similar rights to foreign countries in our income tax treaties. 

4. Section 933 of the Code exempts from taxation i~come derived from Puerto Rican sources by ~D individual resident there only if he was a Puerto Rican resident for his entire taxable year (or if he had been such a resident for the 2 years preceding his change of residence from Puerto Rico). Section 4(b) has no similar requirement of residence for the entire year. 

---~-- ·- - -· - -.----·· ~-.-----
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5. Section 4 seems patently inconsistent with paragraphs 1 
through 3 of section 7651 of the Code which provide for administration 
~~d collection of taxes in possessions. Is it the intention of 
section 4 to repeal these provisions as they apply to Puerto Rico? 

6. There are a number of other provisions of the Code not 
pertaining to the income tax which have special application to 
Puerto Rico. See, for example, section 500l(a)(l0), relating to 
distilled spirits; section 5314, relating to applicability of certain 
laws to Puerto Rico; section 7652, relating to shipments from Puerto 
Rico to the United States; and section 7653, relating to shipments 
from the United States to Puerto Rico. The Department is uncertain 
of the impact of section 4(a) upon such sections. This should be. 
clarified. 

Section 5 

Section 5(a)(3) apparently would require the United States to 
exempt from Federal taxes the interest earned on Puerto Rican govern­
ment bonds, ~~d Puerto Rico to exempt from Puerto Rican taxes the 
interest earned on bonds issued by the United States and by the States 
and political subdivisions thereof. This would confirm present law, 
section 103(a)(l) of the Code, and 26 P.R.L.A. § 3022(b)(4)(A). 

Section 5(b) would direct officials of the United States and 
Puerto Rico to assist each other in the execution of their respective 
functions when compatible vdth their legal responsibilities and 
authority. Yne Department would be opposed to officials of ·the 
Internal Revenue Service or Customs Service collecting taxes of the 
Free Associated State. 

·--~ ..... -_ .., ·----.- --:--- ····-- _:""> _ ___ ._,._, -:-, 
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Section 8 

The Department recommends that section 8 of the proposed com­pac t be amended to insert "and Coinage" in the heading and to read as follows : 

"The currency and coinage of the United 
States shall be the exclusive curren cy and 
coinage of Puerto Rico. The laws of the 
United States relative to currency, coinage, 
gold and silver shall apply to Puerto Rico." 

Section 9 

Section 9(a) would prohibit the United States from imposing excise taxes on articles imported into the United States from Puerto Rico, and would prohibit Puerto Rico from imposing excise taxe~ on articles imported into Puerto Rico from the United States. We question whether the ramifications of such a proposal are fully understood. The effect of the proposal would be to repeal the Federal excise taxes on Puerto Rican rum, tobacco products, and refined gasoline that are imported into the United States, and which account for about $100 million in Federal tax collections each year. Of this amount, about $60 million (attributable to alcohol and tobacco tax collections) is rebated by the U. S. Treasury to the Puerto Rican government. If the proposal were adopted, therefore, Puerto Rico would lose the $60 million which it now receives in rebates from alcohol and tobacco collections, and the United States would lose the remaining $40 million in revenue attributable to gasoline tax collections. 

The effect .of the second half of this proposal -- -.;.;hich would prohibit Puerto Rico from imposing excise taxes on articles i~ ported into Puerto Rico from the United States -- would probably have a much more severe impact on Puerto Rico than the first. The Puerto Rican Treasury is heavily dependent on excise taxes on imported goods, much more so than is the U. S. Treasury, and we understand that an emergency 5 percent excise tax on all imported goods was recently imposed in order to help balance the Puerto Rican budget. All Puerto Rican. excise taxes are applied equally whether the goods are imported from foreign countries, or from the United States. 
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Section 9(b) purp orts to limit generally the applicability 
of s ection 739, t i tle 48, United States Co de , wh ich states that 
"The same t a r iffs , cust oms , and duties shall be levied , colle c ted 
and paid upon al l articles importe d i nto Puerto Rico from ports 
other t han thos e of t he United States whi ch are required by l mv 
to be collected upon articles i mported int o the United Sta t es from 
foreign countries. All books and pamphlets printed in the English 
language s h al l be admit ted int o Puerto Ri co f ree of duty when i m­
ported from the United States." 

Sec tion 9(c) would require that the income from customs dut i es, 
licenses for i mports, tariffs and taxes collected in Puerto Rico 
be paid into the Treasury of Puerto Rico. Current law requires only 
that income from duties and taxes collected in Puerto Rico shall be 
paid into the Puerto Rican Treasury~ 48 U.S.C. 740. The intent of 
the proposed section 9(c) obviously is to require that the import 
license fees on petroleum collected in Puerto Rico also be paid 
into the Puerto Rican Treasury. 

The Administration has agreed, hmvever, that only that portion 
of the oil import license fees collecte d in Puerto Rico attributable 
to imported oil consumed in Puerto Rico should be covered over to 
the Puerto Rican Treasury. If the full amount of the fees were paid 
over, Puerto Rico would receive a windfall to the extent that the 
fees were not borne by Puerto Rican consumers. Accordingly, the 
language "licenses for imports" should be deleted from section 9(c) • 

. It is unclear whether section 9(c) applies to income taxes. 
If so, it would be inconsistent with section 7651(2)(A) of the 
Code, which provides that all taxes collected by the Secretary in 
Puerto Rico must ·be paid into the Treasury of the United States. 
On this point, section 7809 of the Code is very relevant, since 
it provides that collections under the internal revenue lmvs must 

.be paid into the United States Treasury unless otherwise provided. 
One of the ex ceptions is under section 7652(a)(3), which provides 
that certain collections of internal revenue taxes in Puerto Rico 
are to be covered into the Treasury of Puerto Rico, a f ter deduc­
tion of expenses under section 5314(a)(4). 
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Section 9(d) would authorize Puerto Rico to levy , increase, 
reduce or eliminate tariffs on goods imported into Puerto Rico 
from foreign countries or transshipped through the United States, 
provided that it exercises this authority "in a manner consistent 
with the international obligations of the United States and after 
prior consultation and coordination with the Federal authorities 
concerned. " I n 2ddition, exercise of this authority would be 
conditioned upon the establishment of procedures mutually agreed 
upon by the United States and Puerto Rico to (1) assure con­
formity with international obligations; (2) assure that articles 
containing components shipped or tr?Usshipped from Puerto Rico 
to the rest of the United States cuStoms territory or from there 
to Puerto Rico conform respectively to the laws; and (3) assure 
continuous communication and coordination between the United 
States Executive Branch and Puerto Rico on economic and trade 
policy and implementation. 

Section 9(e) would prohibit any article imported into Puerto 
Rico at a tariff r2te lower than the applicable U. S. tariff rate 
from being shipped to any other point in the United States customs 
territory unless the appraised value on shipment contains at least 
35 percent in value added in Puerto Rico. 

Section 9(d) would grant Puerto Rico wide latitude to estab­
lish separate tariffs. In view of the fact that most U. S. tariff 
rates are bound under the GATT, its authority to increase tariff 
levels above the U. S. rates would be limited by the requirement 
that such increases be consistent with United States international 
obligations. Puerto Rico would have, however, virtually unlimited 
discretion to reduce or eliminate tariffs. 

The economic relationship between the United States and Puerto 
Rico presently represents a true common market possessing unrestricted 
trade between the two areas, a common currency, common economic 
policies, and a common external tariff. The proposed compact would 
take a step bacl0~ard from a common market and economic union. 

The proposed compact would create a free trade area with dif­
ferent external tariffs. The United States has discouraged free 
trade agreements for sound commercial policy r~asons. Free trade 
agreements lead to trade distortions because trade can respond to 
differences in tariffs between the two areas rather than dif­
ferences in relative efficiencies. 
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· There are practical problems in maintaining free trade between 

two areas with different external tariffs. A major difficulty lies 

in preventing goods from being imported into the area with the lower 

tariff for re-exportation to the high tariff area, thereby avoiding 

the latter's higher tariffs. To some degree this problem is miti­

gated by rules of origin and other regulationst but loopholes 

always remain. 

Section 9(e) of the proposed compact would attempt to deal 

with this problem by requiring that 35 percent of value of an 

imported product be added in Puerto Rico before it can be shipped 

to the United States. This is similar to the rule of origin appli­

cable to our Generalized Sys tern of Preferences (GSP) t Hhich was 

authorized by the Trade Act of 1974. However, the GSP provisions 

contain built-in safeguards,~' the tariff preferences are 

applicable only to nonsensitive products, and are subject to a 

$25 million limit. Escape clause relief is available if such 

imports cause or threaten injury. None of these safeguards would 

apply to Puerto Rico under the compact. Thus, goods could be 

imported into Puerto Rico, processed sufficiently to meet the 

35 percent rule, and then exported to the United States duty free 

without limitation. The absence of safeguards, or of any other 

measures to prevent injury to U. S. producers, makes the proposal 

unaccep~able on practical as well as policy grounds. 

Subsection (d) would also provide that "Puerto Rico shall 

continue to enjoy the right to levy tariffs upon or othen~ise to 

restrict the import of coffee from foreign countries or the United 

States." However, under current law, Puerto Rico has authority 

only to impose duties on imports of coffee from foreign countries 

or from the United States if the coffee is grown in a foreign coun­

try. 19 U.S.C. 1319. The Department is opposed to this provision 

to the extent that it would modify existing law. 

Finally, with regard to customs procedures, the Department is 

uncertain of the overall applicability of section 2(b) and section 

3(b) to duty on vessel repairs (19 U.S.C. 1466) and tonnage tax 

(46 U.S.C. 121 and 128), and of the applicability of the Outer 

Continental Shelf Lands Act and the Deepwater Ports Act of 1974. 

Section 12 

Section 12(a) would provide that the laws of the United · 

States applicable to the Free Associated State shall continue in 

effect except to the extent repealed or modified by the compact, 

o: incompatible with it. 
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There should be specific listing of the proposal's effect 

on relevant laws rather than reliance on the general statement 

in section 12(a). 

Section 12(b) would provide that no new Congressional enact­

ments would be applicable to Puerto Rico except as provided in 

subsections (c) and (d). Subse·c.tion (d) ~.;rould provide that la1.;rs 

which directly affect the rights and duties of citizens and the 

security and common defense, and laws which relate to foreign 

affairs and currency would apply. It is unclear whether it is 

intended that future Federal tax leEislation affect Puerto Rican 

citizens. It is uncertain if payment of taxes would be considered 

a duty for purposes of the Compact and whether application of 

Federal tax legislation to Puerto Rico would be essential to 

United States interests and would be compatible with the Compact. 

Section 12(e) would provide that new Federal rules, regula­

tions, and orders ~.;rill be applicable to Puerto Rico over its 

objection if the promulgating authority makes a finding and 

declaration that application to Puerto Rico is essential to the 

interests of the United States and compatible with the Compact. 

Subjection of such declarations to judicial review will add to 

the uncertainty of whether specific Federal tax rules, regula­

tions, and orders may affect Puerto Rican citizens. 

To summarize, it is not clear from the proposed compact 

what legal status is intended for the Commonwealth of Puerto 

Rico. If it is intended that Puerto Rico be treated as a foreign 

country for purposes of the Internal Revenue Code of 1954, this 

should be expressed. In the alternative, if Puerto Rico is to 

be considered a possession, this should be stated. The proposed 

compact may represent an attempt to as.sign to Puerto Rico a legal 

status heretofore unknown and unrecognized or contemplated by the 

Code.. If this be the case and this compact were adopted, many 

provisions of the Code woula have to be amended to clarify their 

application to Puerto Rico. Further, new provisions may have to 

be added to the Code to deal exclusively with matters of income 

taxation involving both the United States and Puerto Rico. 

If one of the objectives of the proposal is to foster the 

development of Puerto Rico as a tax haven in order to boost its 

economy, consideration should be given to whether subpart F 

(sees. 951. and following) of the Code is incompatible with such 

an objective. 
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Section 16 

Section 16(d) would require that the U. S. District Court not 
intervene to prevent the collection of any tax imposed under Puerto 
Rican la\v. It appears to us that such a rule might be unconstitu­
tional under article III, § 2 -of the United States Constitution 
where the tax in question violated the Conpact bet\veen the United 
States and Puerto Rico. This is because the Compact would be 
passed in the form of an Act of Congress, and any violation by 
the Puerto Rican government of the / Compact would probably consti­
tute a Federal question. The Department of Justice should consider 
this issue. 
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DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY 

WASHINGTON,D.C. 20250 

November 5 , 1975 

SUBJECT: Report of the Ai Hoe Advisory Group on Puerto Ri.co 
FROM: J. Phil Campbell, Acting Secret~ry !s/ 

'tO: James E. Connor, Secretary to the Cabinet The White House. 

We have reviewed ~he Report of the Ad Hoe .Advisory Group on Puerto Rico entitled "Compact of Permanent Union Between Paerto Rico and _ _ the United States". In particular,. we are concerned with the implementation of such provisions as those contained in Article 3, . Legal T:ltle to Crown Lands and Navigable Waters; Article 12, Applicability of Federal Laws; Article 13, Assignment of Federal l'UDctioas to tile. Free Associated State; Article 15,. .Judicial Review; · and Article 18-, Eeology. 

' It is no-t possible to determine fr01:1 either the proposed compact 

G 

or the c018Dl81ltary- contained in the report,. the manner in which the provisions of the Compact would in fact be admini.stered by the Free Associated State. We do not,. therefore, know precisely the degree to which prograiiS of the Department of Agriculture. would be affected ia the event or ratification of the Compaet. However,. we. have noted below scme of the problems which might arise for the Department and ­Puerto tico if the Compact is adopted: 

,< 1. Article 3.. Legal 'title to Crown Lands and Na'ri.gable Watezs. 
~ 

Subseeti.OD a. of thia Arti.cle transfers ·title to all land and other pr()fterty of the Uni.t:ed States in Puerto Rico acqUired by cession under the treaty of peace with Spain to the government of the Free Associated State.. USDA administers such Federal lands in Puerto Rico as those within. the jurisdiction of the Forest Service and the Agricultural Research Service: To the degree ~hat title to these lands was acquired by the United States under the treaty of peace with SpaiD~ they vould be transferred to the Free Associated. State • Although the United States could continue to hold to and use such property for public purposes, disputes as to the exercise. of rights ' · by the United States in lands~ the timber thereon~ any any other propriety interests it l!laY have therein might arise between the Department of Agriculture and the Free Associated State. 
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2 . Article 12. Applica~ility of Federal Laws. 
" In general thi.s Article provide$ the l.&ws of thG United State$ applicable to. Puerto Rico on the date of approval of the Compact will ecmtinue in effect unless they are repealed or are "modified by this. Compact or incompatible with it . n In addition, laws enacted by Congress in the future would not he applicable to the Free Associated State unless sue~ laws explicitly referred to the Free Associa~~d ~t~t~~d: ~~ra inc~~atible with the Compact. Further, t he Free Associated State would have t he right to object to the applicability of future laws prior to their passage and if the eoJDDdttea of Congress concerned expressed agreement with such objeatieas the free Associated State would be exempt froa such laws. Rules. regulatiC)nS and orders issued by USDA and other agenciea of the lhrlted Statea would apply unless they are inc1:n11patibla with the Compact. While the agency involved would have the .right to decide._ whether a rule, regalation,. or orde.JO' applied to the Frea Associated State, that determ:Lnaticm would be subjMt to judicial review .. These provi.sious of the CQ11Pact would significantly change tha relationship which nov exists betweea the llnited States and Puerto Ilic:.o rlth respeet tG the effectiveness of Federal laws and regula­tiona. iD Puerto Rico. Ia the ease of USDA such a change might impa:lr ·the ability of the Department to carry out prt>grams of the Forut Sarrlce, Farmers Home Administration, and the Food and Nutri­tion Service~ ·The latter two prograJIUI invol~ the expenditure of large amounts of ·IIOUey ill Puerto Rico aad operations under these programs aight ~~re substantial change if 'the Compact war& rati­fied and the J'ree. · Asaodated State exercdsed its rights 1111der this Artide to challenge. the applic:abili.ty of future legalatiou and regulations. · . _ 

;·. ·-· 3. Article 1.3. ASaignaent of Federal Functions to the Free Associated State. 

Thi• Article contemplates that the uaited States would, from time to time, transfex-- certain of ita functions to the Free Associated State if that State agreed to perform the-. Provision 1s also made for ••xiwnm flexibility in _tbe use of f~ds appropriated by Congress for the- J'"re.e A.ssoeiated State consonant with the purposes and objeetives of the appropriations so that the use of the funds may be adapted to cireumstaneas eonsidered relevant by the State to the administration of whatever program might be involved. Under this Article it appears that ageneies of the Federal Government, such as USDA, eould transfe-r operations such as those involved in the food _ stamp program or the programs of the Farmers Homs Ad:ainistration to 

~ 
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the go~ernmaut of the Free Associated State for a.t.trninistrat:iouin 
that jurisdiction. The Art:tc.le,_ under certain circumstances, 
would p-ermit: ut-ilization of funds app-rOpriated by Congnss for su-ch 
progran'.S in the Free Associat•d State in a manner different from 
that applied in , the United State.a 1 if that state coneluded that 
bee.ause of different econ-omic, social and administrativa conditions 
modificat-ions in the- program were appropriate. 

4 • . Article 15.; Judicial P..evfew .. 

Provision is made in this ·1-..rticle for eoacurra.>tt jurisdiction for 
the. courts of th& United States and o£ tM Free Associated State 
with respect to justiciable questions arising under the Compact. 
ACtions involVing sueh questions brought in the eourts of the Free · 
Associated State ·may -not be removed to the Federal District Courts. 

, While in the final analysi& review might be had by the Suprema · . ~~ 
Court of the United States frQDI de~isions. on such questions., it: . 
would be possible for dispute.d issues involving the: .a-pplicability 
enid construction of. 'the terms of t:ha Compact to USDA programs to be 
heard by tho eourts of the Free Assoei.a~ed Stat$, eveJt t-hough .. , 
substantial. Federal. q,aestions -might be :lnvelved.--. 

' ''1 5. Artieltt · 1&;.. · Eeology· .. 
7 ,,, 

-~~ f- . ,..• 

This Artic:lle voal4 vest the: -p-rimary : authority to regulate the 
e-cology and envirQWne1ltal quality in Pue¢o Rico in the . Free 

-. Aaa~euted Stat~~ ./ lt ~ U possible. therefore. that. the. govenment 
-- of. that State m.igbt: · &hange o~ m.odif3" e-Xis-ting p.rfneiples of lav · 

ralatin-s to tb$'_ ;protection ()f the ernron.lilellt, Such e:bange.s vo1;lld 
; ·~· impinge ~on pregr...-,. of the: llSDA in Puerto Itlc.o~· ·In particular; _ 
.:'- it' wouldc seem likely that ·· ope~4tious of , the Forest Servi~e in it& 
. · .~ management. of Fed~ai ·lands -·~ ·the •. Stue woul<i . be iDOSt immediately · 

~. aff ted - .·~·.\'.. -,;; ·· -- ee • _, ·'· -:.:, 
•·'' 

lt i$ poss-ible thatt further : ,balysis -of the Compact would develop 
more fully thase- ani other concerns with 'f&spect to araaa of 
Departmental admiaistrativs responsiD-llity.. Tha pro-posed Ccmpact 
is, of course,: drafted in broad te.ru and lllUCli of the practical 
impact which could occur if the Compact were adopted cannot be 
determined rlthout oparat.ing experience. Accordingly, the comments 
above should be considered as merely suggestive of areas for. 
consideration, diseussion and analysis. 
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THE SECRETARY OF HOUSING AND URBAN DEVELOPMEN T 
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NOV 6 1975 

:t-lEMOR..tiliDill! FOR: J ames E. Connor 
Secretary to the Cabinet 
The White House 

• 
Subje.ct: Report of the Ad Hoc Advisory.- Group on Puerto Rico 

The report entitled "Compact of Permanent Union Between Puerto 

Rico and the United States" has been circulated for review within 

this Department. Since the document does ·not deal directly with 

issues which fall under this Department's purview, it would be 

inappropriate for u.s to make recommendations. 
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United States Department of the Interior 
OFFICE OF THE SECRETARY 
WASHI~GTON, J?.C. 40240 

' 
.--, . 

,"' \ J,.._,_~ 

Dear Mr/ Connor: 
.I 
' 

NOV ~t 1375 

This responds to your memorandum of October 23, 1975, in which you have requested my comments and recomm~ndations concerning the Report of the Ad Hoc Advisory Group on Puerto Rico. 

This Report, which in essence is a draft "Compact of Permanent Union Between Puerto Rico and the United States," represents an important step toward a new relationship between the United States Federal Government and the Commonwealth of Puerto Rico. As noted in the Letter of Transmittal to the President and the Governor of the Common­wealth of Puerto Rico, the Compact represents the consensus of the - Ad Hoc Advisory Group, and as such is subject to several reservations -- - by members of both the United States and Puerto Rican Delegations. I, 

-

.-·-j"'i 

:"loLUTio,v 

too; -have certain reserv~tions on the Draft Compact as enumerated below. 

In general, the Compact bestows all the benefits on Puerto Rico of a permanent union with the United States without imposing the attendant obligations and responsibilities. It appears to weaken the sovereign relationship of the United States to Puerto Rico by granting Puerto Rico certain exceptions that do not apply to . the several states or territories. 

Specifically, Section 2 of the draft Compact would permit the Free Associated State of Puerto Rico to participate in international organizations and conclude agreements with foreign countries covering a wide range of subjects. This is contra~ to the stand the Federal Government has taken with .othP~ u-S· territories such as Guam where they have been de:..:i..o)J per'mf'ssicn to participate. in international or5ani~atio:..s - Granting Puerto Rico this privilege could redound to the de~riment of the Federal Government in future discussions with other U.S. territories regarding their relationship with the Federal Government. 
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Section 9, Common }~rket, expands on the international, sovereign aspect of Puerto Rico under the Compact by having the "Free Associated State of Puerto Rico" accepted as an associated developing state which can participate in all the benefits . from any regional or 
worldw~de system of preferences for developing countries. This is contrary to the fact of U.S. sovereignty and responsibility with respect to the conduct of foreign affairs and should not be approved. Also in this ~ection, Puerto Rico would, YThile remaining in the U.S. customs territory, permit duty free imports of material for processing, provided that not less than 35% in value is added in Puerto Rico before shipment to the United States market. Hhile this value added provision applies in Guam and the Virgin Island~, both of these territories are outside the U.S. customs territory. Granting this privilege to Puerto Rico would affect adversely the income Guam and the Virgin Islands now receive from this value added benefit. 

There is a need, as set forth in Section 10, for Puerto Rico to control to some degree the flow of immigration to the Island. The influx of large n~bers of poor, uneducated and untrained aliens into an already economically depressed area makes a difficult situation even more untenable. However, application of the . provisions of this section would have to be monitored carefully by the United States Immigration and Naturalization Service to insure that the provisions of Section 10 were not abused or misused. 

In the last analysis, this Report and recommended draft Compact pro­posing a new relationship between the United States Federal Government and its territory, Puerto Rico, should go fonvard to the United States . Congress, but with the clear understanding that it is not a definitive document and is subject to debate, cha~ge and many compromises before it· finally postulates a "permanent" relationship. 

Mr. James E. Connor 
Secretary to the Cabinet 
The White House 
Washington, D. C. 2DS06 

s'/-7ely yours. 

~~.rY'--
Secretary of the Interior 
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DEPART MEN T OF STATE 

Wa shington, D .C. 20520 

October 30, 1975 

: • 

MEMORANDU.H FOR LIEUTENANT GENERAL BRENT SCOWCROFT 
THE WHITE HOUSE 

Subject: Report of the Ad Hoc Advisory Group 
on Puerto Rico 

The Department was requested by memo of 
October .23, 1975 from Mr. James E. Connor to 
submit co~~ents and recommendations on the 
Report of the Ad Hoc Advisory Group on Puerto 
Rico entitled "Compact of Permanent Union Between 
Puerto· Rico and the United States." Our comments 
and recommendations are attached. 

Attachment: 

·As Stated 

~ ___ _,.._...._.,._ - ~ - ·-------~-~--.......--
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George s. Spr1ngsteen 
Executive ~ecretary . 
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COMt'''lENTS AND RECO~lr-IENDATIONS OF THE DEPART~IENT OF STATE ON THE REPORT OF THE -AD HOC ADVISORY GROUP ON PUERTO RI CO ENTITLED "CONPACT OF PERl·L:i\NENT UNION BETWEEN PUERTO RICO 1\..ND THE UNI TED STATES" 

Se ctions 2 (d ), 9 (d) , (e ) and (f) , and 10 o f the propose d Compact are o f particular intere s t to the Depa r tment o f State. With c ertain d i fferenc es these section s were included within t he April 12 draf t of the Puerto Rican delegation to the Ad Hoc Advisory Group, and the comments transmitted to Nr. Cook by the Legal Adviser on May 2, 1975 remain applicable. 

Section 2(d) p ermits the participation of the Free Associated State of Puerto Rico in inte rna tional organizations, as well as in certain type s of agree­ments with other countries. It is noted that t he pro-vision requires for participation in international organizations a determination on a case-by-case basis by the President of the United States. The Department believes that such a req~irement adequately protects the responsibility of the Federal Government f or the conduct of Puerto Rico's foreign relations in this - area. We also note that past e xperience has demon­strated the advisability of obtainin g Congressional concurrence for Puerto Rican membership in certain international organizations; nothing in Section 2(d) would prevent seeking such concurrence in the future • As a general rule, the Department be_lieves that agree-. . I 
ments 1 with other countries should be concluded by the United States on behalf of, and with appropriate con­sider~tion of the interests of Puerto Rico or by 

~o~tl) 
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Puerto Rico with the prior concurrence of the Department, and the Congress where appropriate, and recommends that the text of the Compact so indicate. U.S. dele­gations concerned with negotiating such agreements would, of course, include appropriate Puerto Rican 
. representation. 

Section 9 deals with Common Market and Trade. 
Q@M~aetl Section 9(d) of the Compact authorizes the Free Associated State to levy, increase, reduce or eliminate U.S. tariffs and quotas on imports from foreign countries, in a manner consistent with the international obligations of the United States, and subject to certain specified prov isos. This provision would nullify the commonality of tariff treatment c u r­rently enjoy ed by the Un ited State s a nd Pue rto Rico, 
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which has heretofore been a cornerstone of the Common Harket concept. It would also permit actions contrary to the U.S. national interest as reflected in current U.S . quota or other import restraint programs (e.g., textiles ). ~ve assume that other interested agencies (i.e., Commerce, Treasury, STR, Agr iculture and Labor) will be co~menting on these problems as well. 

We, therefore, recommend that the language in Section 9(d) regarding ''mutually agreeable procedures" be made sufficiently specific ~o avoid the problems cited above. · 

Section 9(e) would permit Puerto Rico to import from other countries materials and articles duty-free for subsequent shipment . and sale to other parts of the U.S. Customs territory (again without paying U.S. duties) provided that the F.A.S. shipping price contains at leas~ 35% value added in Puerto Rico. This pro- · vision would authorize treatment similar to that accordetl developing countries in the U.S. Generalized System of Preferences, but would not be subject to any of that program's controls or limitations. Thus, products excluded by la\v from our GSP would be eligible for ·duty-free entry from Puerto :Rico. A number of agencies (e.g., Commerce, Labor, STR, Agriculture, Treasury, Customs) will undoubtedly .oppose this idea, and ~tate also has reservations . 
. I 
,section 9(f) includes, inter alia, three pro-visions relating to the conduct of ehe Foreign Policy: 

1} It obligates the U~S., in international trade negotiations, to take into account Puerto Rico's state of economic development and to promote .its interests by seeking the most favorable conditions for Puerto ·Rico's exports; 

2) : rt accords observer status to Puerto Rico within U.S. negotiating delegations; 

3} It obligates the u.s., upon request and after consultation· and agreement, to seek for Puerto Rico acceptance as an associated developing state quali­fying to.participate in benefits from systems of pre­ferences for developing countries. 
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The Department of State has no o b jection in 
principle to the provis ions of this Subsection. How­
ever, we would prefer to limit t 1:e scope o f the langu­
age concerning Puerto Rican participation in so-called 
"negotiating delegations." Many such dele~ations are 
very small and deal with technical aspects o f trade. 
In practice, it would be difficult to assure in every 
case that ~epresentation of the Free Associated State 
could be included. It is consequently recoromended 
that the wording of this provision be changed to: 

"The U.S. shall accord the Free Associated 
State opportunity to participate, as part of 
U.S. delegations, in general trade negotiations, 
and in those specific trade negotiations where 
the interests of the Free Associated State are 
substantial. Representatives of the Free 
Associated State in such delegations shall be 
kept fully informed and shall be consulted con­
cerning negotiating positions and decisions of 
interest to them." 

In reference to the final point (seeking to ob­
tain acceptance of Puerto Rico as an associated devel­
oping State), while the Department accepts in principle 
such a coromitrnent, we must note for the record our 
opinion that other developed nations are unlikely to 
grant generalized trade preferences to Puerto Rico 
unless they can be assured that goods from the United 
States are not diverted through and exported as pro-
ducts of Puerto Ricd. · · 

Section 10 of the Compact authorizes the President 
of the United States and the Governor of the Free 
Associated State to make adjustments in the number of aliens admitted to Puerto Rico. The Department has no 
objection to the establishrr.ent of what is, in effect, 
a separate immigration system for Puerto Rico. How­ever, the establishment of such a system will require 
careful planning and, we believe, legislative modi­
fication of the Immigration and Nationality Act, speci­
fically the definition of the United States in Section 
101 (a) (38) • 
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As a final point for the record, the Department wishes to note that under existing .arrangements the U.S. passport issuance function is currently admin­iste red by the Governor o f Puer t o Rico . The Department suggests that the practice should be examined with a ~-vie>v toward conformity ~vith preferable Federal pro- h~· cedures - such an examination could occur during the 1~ legislative process attendant to the Compact, or at ~~ a later time by and upon the establishment of the ~ Joint Commission as envisaged in Section 14 of the Compact • 
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U.S. DEPARTMENT OF LAB OR 
OFFICE OF THE SECRETARY 

WASHINGTON 

NOV 10 1975 

Mr. James E. -conner 
Secretary to the Cabinet f 
The White House 
Washington, D.C. 20500 

Dear Mr. Connor: 

This is in reply to your request of October 23, 1975 for my comments and recommendations on the report of the Ad Hoc Advisory Group on Puerto Rico entitled ''Compact of Permanent Union bet\-leen Puerto Rico and the U.S." 

In April 1975, I had a request to comment on the draft report, from Marlow W. Cook, Co-chairman of the Ad Hoc Advisory Group on Puerto Rico. A copy of my response of May 6 to Mr. Cook is enclosed. Except with respect to Section 2 of the Compact, the comments I made at that time were not incorporated into the final report and several substantive concerns remain unanswered. For these reasons I am unable to endorse the Compact in its present form. 

We regret the delay in providing this information to you. 

Sincerely, 

J£f~ 
Secretary of Labor 

Enclosure 
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:~··: ~<::·- a pe~'l-t :ralati..onship- oo~ Pue.r+.o Ri.;:::-o ~"'ld t;h$ Unite4 
·::.~. ~-ta•.... · n _ - - · T h ------r ~...- ~..,;:,o,..., .. .2..{ · · _ 4 _ • .,. ___ '-'CIS.- ~~ ..... " - - .. ~ve ~~'0 ....... - .s.~Q.C:-~._..ons conecrn_n:q 

_::i ~-, se'Vera:1 of tha pravisiontt and t.~aiJ: e.ffect ~""'n rights . of 
. '{' ~ - ··. wo~rs · in -~ Ri-co .. 
;_ ~f~ -- - - :2 ---· . 
• ~Ji{~,_-- m:rz~,.o~ :ms~;a 
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. .-{~:- Sectiors 4(a} and 6(b) of th.e p:ro:_;JCsed ~ct t~.ld. havg an 
\\\}_ e£fse-t npon the F~da."""aL un.enwlar.filenl: is"lSur.anc.~ syst~"!a of 
, } - ~-~ : t-:l:deh -Euerto Ri.!:o i3 a part• Tl~s Ptlerto P.J.can U!le:.~l.oyrnent 
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~:.:"'~f::\ - .!...nsur~ lzm-- is · an app.rovoo ~- ~ear the F'~ds:r~~ ~emp lo~,a,~t 
\"s·t : _Tax __ .Act . .<..nd meets':. tt'.t.-e ~re~ts of 'ritle. I:t:t of tha Socl=t~ -
~ :::..."'l( . t , ~ _..+-7- 'A • . ~~ ,..,3 ,. li -· . .(- ,... 
;:::;~~-..::~.- ;x;-l'.O~ ~.... -~ ... - '.r :_jl<:f.L ~ .r:u.CO ~ 3:2e:s ..l.J;._ ~na- sa.--::G ~~.,~r. as : ..:~--- ;.·_ :. 

~~~}~:·· ~' . ·a state f.or pu....-pase.s- o:f .. the Te&ral-State tt.:'"la~.?lo:r.nent 
i};.:}:: ·< insuranee nystcra.<.. · J:t pays :P~de::-cl-State e::rt~~..C.e--.i h~"lefits 
:e~:: c ·ann- a re.L..-:b~-rsed su. cerc::.mt:· of t~ -~st of S'JC.~ benefits: .. 
:..:~:-. by ~- Fe-ciara1. ~rn~t. \· In- .;e~-1iti.on, P~to ~ico. is 
~<: ell~ia £or - ~era}. .suppl~nt.ai hene:fit!J paywl.a nnder 
:t :r~ · tl-...e ~~cy Une:;:tpl!.-~~t CC~ensatinn. Act of 1974 an-d 

i!rlv=ea pa~t .. of be•·1e£i ts unt:ie:r ~t.la Il:X o-t· t."le Soeiai 
Securi~ 11-Ct. . Pua..-to !ti.co has,. in fact,. applied for an 
adv~- of $10 Dillion to pay !Jena.fit; in Apzi~ !.S75. 

r~ is no-:. cl~ar -~het.~r- the -proposoo ~act HOtt.ld pravent 
the contin~ti.on of Ptle-rto rdcan par-...ieinatio.."l in tht1 .............,. 
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Federal- State une:rr.ploy::lB!lt in~urance syste..~. 'l'he 1n 
progrili<l is su:ppo.rteti by a :Fed..,.ral tax payable by employers 
undar t~e ?ederal Uneu:.nloyr..r:ent 7a3 .r~ct.. Section 4 (a) of 

-.the proposed cc..'npact w-!rl.ch ma."t.:es in ... ~rnal r~V<=--'1-ues laws 
o.f the t;p_i tsd States i.na'?pli.cable to :t>~rto Rico is 
qualified by sec-'-Jon 6 {b).. Section_ 6 (b} --...-ould _ p-resen;-e -
the application of- -;rant and loan proqra~ ~ *- ;r -lf 't..o the 
citizens of the m--.ited State!t residing in &.s Free 
Associated State o£ Plie:rto Rico."' 'The ?cderal Dn~plov­
rzent Ta."".t Act, thG keyston-e of s~ta pa..-ticipation iSJ t..~e 
lJI syste::"~, i3 DOt I.i;d.ted to a ;:;t.at.e or its citizens. It 
nppli-=-s b-J!'oadly to- ~~loycrs snd -e-~loy~a in the TI-::1ite-d 
States,. irrespectiva of whetJv~r th-~ ar~ citizens.. Further" 
se~....io.~ 3304 (a} (9) {A} of ths Act specifically precludes a 
a-tAts fxcm- decyi.....~ unemploymen't benefi~ to an ot..~erwise 
ellqibls :individual. solely because he i.a residing in or 
filing his cl.ai,...._ i.l'l anot..~ state or CU"iada.. Accorrlingly _, 
Pl:erto P.ico m.ight fai~ to qualify f:o:: Pedera~ benefits. 

· The X'Q!:'la.in~_r o£ -section 6(b} and section G {c) a!l.d (d) . 
a_~ '!.1Ilclsar as to wheth-er the Free 1\.ssociatad. State ~"Dnl.d. 
assume ful..! responsibility for coll~ti.i·1g . revenues to 

-support prog:ca.":'s t?l:lch as. tmem:ployne."'lt insurim~e. !-ia _:_ 
-deci.sion has be~ !nade ~ th.i.3 ti;:-.e as to what svstem · of 
contributory payments will :ba initia~d and when- it: will 
be ini tia.ted. - !t sef3.-r-..s clear, n~e:V?-r,. that ~rto F-ico 
ia . nnable at t...~..s present t..i.m9 to support an un.err;plo:p"..ent. 
i:mn.rance p~ without F~de:ral assistan~... 'It. would 

· be- a· t:ragia- I:lista.~e to discontinue t-';;- flow of ber.efit.s 
---to -workers in P'<!erto Rico bec3nsa or th~ :failure of 
~._o Rico to qualify under the .Aet. 

WO~~ ll~JT ASSIST~.NCB 

. SeCtion 9 of tha- proposed ~act-wnuld contir~ the 
·- _ free .fl. ow of gDOds- to and from tl"t...a Un:i t.~ Stat-es and 

Ptl$rtO Rieo. SG-o-ti~"l {c), h~, WO".:!ld ~ Cl!St<:W'~ 
dutias a.~ _ other aL--:d1ar taxes t.o ~ paid into the Treasuzy 
of ~rto P...ieo. t'ffiila ~ 110ul.d defer to t.~e ~ea.su....-y 
Dep.;lr~n-t with .raspect to substa."li::i.?e corur:l9nts on. tilis 
section., ~ nota t..":at this wo-uld provide PuE;U":to F.ico with 
-p:r.afetl:'ant.:ial t.reai;.m.ent with regard to such. ~ coll~ctions 
not a?ailahl.e to the states at large. Of ;11:lpc~._ance to 
the Department of Labor is section (d} 't-7hich r:iight p:rcolud.o 
t-rorkers in. P..!e!:"to P..i.co f.ror:t rec.~iving wor..~er adjus~nt 
assista..'1ce under the Trooe P-.ct of 1974. · 

- --
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Section 9 (d) ~1ould authorize Pu~rto Rico to i!-:pOse, 
inc~ase, r~.uca cr o-lim.ir~ta tariffs on fir.isile<l ·' 
products, ne~i-finished , agricultural or raw naterials 
impo~~d cirectly froB foreign COUntries Or transhipped 
throu-gh the U:rdted.. St-ates .. The Trade Act of 1974 
specifics t hat · in· order for a group of warke.rs to hs 
eJ.igib~e for adjustment assistance)" the increase · .of 
L'"lports nust contribute iJ::r::"v:>rta.'ltly to h'la required 
adverse effect of the \vorkers and t...wir employers .. 
hbila this se.ction of t.w Trada JI.-Ct does not re£ar 
specifically to tariff changes, the legislative history 
of ths Act L~oicates b~at su~~ assi$tance was ceBned 
necoas~-y to offset ~~e advarsa ·affects o~ ~~rker3 that 
might result f~~ tha exercise of the trade negotiating 
authority provitL~ in the Act. If Pu·arto Hico is 
cmpcwe:red to raise or lower tariffs u..Tlilaterally 1 the 
rights o£ adversely affected enployees w~der ~~ Trada 
Act would ba nulll:fied. 

E~JTRY OP AJ_,!ENS :rnTO PUE!\TO RICO 

Sect-ion 10 {a) of . the proposed compact would enable the 
Govern..~nt of Puerto P..ico to licit tt"le nmn,..~r of aliens 
or to -,incr9ase tr..e quota of reside.."'lt aliens who may be - : 
admit9~ to Puerto Rico with ths con~~rance of ~~e 
Praaident and t..~a- Gova~nt. I assu:ma that sinca_ t.'1is 
is a separate se~cn L~ the compact~ a~r progra~ affecting 
aliens sue.~ as th-e Denartment of L.--=J.bor 1 s alien cartification 
responsibility woillc ba considere-d uneer the .irrugration 

. and naturalization laws rather than ~'1.9 g~neral labor 
statutes. : !':i th this understanding,. I defer to the Bureau 
of Ir2nig:ation and Naturalization for substantive comm-9.nt$ 
on this aection.. I -w--ould hope, howe?er, t.'lat this 
section .. would r-..ot be used to i..rnport lower paid workers :. 
into l?'llerto Rico so as to deprive citizens of employment .. 

'f1te FAIR !..1\BO~ s:t'P....h"D.t\...RDS ACT ~.ND P.Jr"~J.) ACTS 

Seetion l7(a) of the proposed cO:I-.:pact would effective~y 
ravise the application o£ the Fair Labor Standards Act 
to Puerto Rico. It provides th~t the rnL'1.i.•n.n:ri wage in 
Puerto Rico should be equivalent to the ninL-nu:m ~1age in · 

~ - - . ·- -. -
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tho United States as soon as economicall.y possible, · 
but reserves to Puerto Rico the authori ~· to set t..h~ 
min~ wage and hOU-""3 of worJ: standards except for 
shipping and aviation and certain other enterprises ... 
!:n t..'1e roo.st recent- ar-nendn!ents to the Pair Labor . · . . 
Standards 1\.ct, th~ COngress set a schadule for the 
evm1tua~ achie~~t of parity of minimum waga :rates 

•:-

in Puerto Rico with b~ose in tha stat~. The a..'"':Sn.c.ments 
also extended the applicable reainla..~ rates £o.r eir.ployees 
of restaurants and hotels, food servdce ~loyees o £ 
retail or servica eatablisinnents a."'ld e:Ir!plcrpees of t.~e 
Feder~ - Goverr.w::.--ent to. sue..~ employees in Ptle.rto P.L:o.. As . 
a ~su~t of in<:lust...ry- ~itt....-e actions since the enactment 
of th~ 1.974 amend::nents, a large number of workers in 

• 
' 

-industries in Pu~rto Rico a....-a rea;ting the benefit of r:inhnum 
wag.es clo;ge to those for state-side workers. wnile we 
recoqn:ixa the nni~ econOClie and emvlovr~nt situation · 
e::dstlng- L"l Ir;any Industries in Puerto Rico., \'1<! would r~ne­
theless, be opposed to provisict'-.3 ~>~hie.~ wocld adversely ef.fect 
'vorkers in tJ.~e Commonwealth •. 

It is not clear as to '1 the mea.-"'ling of t.llose "enterprises . 
.tt-~- . whosa products or services are sold or rendered substantially ,· .. ., .. ,. in the United States~ whicll would be suhjeet to the . Fair· Labor 

~ .. _ Standard3 Act. If this category .is intended to cover the 
·· so-cal.led "rcrn-away_shop, ~ t.~~n it should be made cla.a:r that 

this will. include ineustries \'fhich, in one or more of their 
. · oper'ati.ons, ~ conpet.e su..."hatantially wi t.lt their counterparts in 

,. - - -t..lJ.g states. For exa...w:ple, tha clot.l-ting indust-ry . se.lls over 
-. 

50 percent of ita output in P"l:lerto Rico, but at t..~e s~-ne time, 
becaus-& of wage and tax advantages, has virtually cornered . 

·· · ·· _ t."'le 1rta..rket in military hats and caps. 

T2le ProPoSed language dealinq with clnimum. wages and 
naximum hours. does :net specifically refer to c"tlild labor·, 
aga discrimination · and equal pay and t.hn.s may not relieve 
Puerto.. F.ico e~ployers from con-.pliance w"i th t..!-te.se req\lire=ents .. 
In fact,. giving Ptlerto Rico uexclusive jurisdiction over 
all nattars pertaining to labor-~,aga~cnt relations~ 
~~ not be broad enough to exclude ~rto Rico fro~ t.~ 
provisions of Title VII, l~E..~ and cqnal pay. Tiowever~. 
if this pro?ision ~as interpreter1 to exclude these 
categories fro:;:;t PLSA or othsr coYerage,. then L~ere 'limuld 
be no protection for persons affected by the various acts at 
pr8sent UJJ.less and until Pnerto Rico enacted cornpara.b~e laws .. 
'i'his illso should not preclude t..~e application of existing PeC.eral 

! 
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L"nm. :i:'b.e Denar~nt of ~.bor has fou~ht for t hese i.2snea for man...r years ana, pa_-roticul.arly in tha c..asQ of child labor, would be oppo!:!ed to any provisions which \\'O"..ti.d abroga.t3 tr..ese right.n. 

SRR"'J!CE CCC~C'i', YtJJ3!.IC CO!~TPJ\.CTS , CO~"\C'r tTO»~ !!OtJRS ~ .............. -......... ~ J~~ ~~.a: .I:;.:J ri~:J: t:l 

Tbs Sarvi.C2: ~~Act,. ~1alsh-!!aaley and the Contra<:!t . ~m:-31: Rom-a 3.11...d Safeey S~ds Act cio not apply- to eontra.cta isS"t!ed l:ly t.'lo Gov~r"' ....... -:ent o.f ~.....rto P.ico or its · aqencies. E:e\.»eV"e.r ,_ contracts i.ssuad by th~ united States to be nerf~d in Pw!l'!i:O ?.ieo- fc~ ~lork on se~ee con~acts­~--ould ~ aff~ by section it{aJ o~ tne cc~act. To E!l.ii:rln;.:rta this. pro·tecti.on '\:/h.ile r...o't pr:ase-~-ng the ?'"'..t.oo'iA · ~ o~sa snee.ified in SeA could resu.lt in a .. di~ lawe.rL"lg- of t1age.s for sor.le wo&..ers. Sil:U.larly, ~qe. detenrl::lat.ion.s: under Walsh-Healey are not applicable , . ......_~---.......~-.,. ~ ~b ~n"' ~ • • 
. · ~ ...... ~ .... ~ .;;-~;. ml·~.- ar3· ~V$l!nea y .c ~,.,. or sr£ a no.nJ.nmrn. . . - elrl:.ablish€d by .indust:y ~~tteea. This protection · fox· workers w:ill ~& lost with t:.M adoption of . t...~e eoRtpact as. not:1 wrl tten. 

·~ 

· : 

·_·. .. '. · ·~- ZUt.lot.o~-.qh the Davis-3aeon Act is. not a'O'Oli.~abl& to-p,_~~ ·::::_~:_ . :::~~.-,: .. ~ :Rico, many_of: its related statutas, s~il c:;.s. tile Nat.iona1 . . ·.:··:~··licmsin~ Aet,: 12 U.s.-c.;-1715(c) · ~ntain :labor standa..~--- .- ··- c·='·~ · = :~- . - .~ ·· "hltai: apply ~ctl:y to Puerto Rieo. The. lZlbor standa.rda- · · :·.·. -_·; . · .in these :mlated. acts a_v-e ai:med pr:.L~l~ at preven.ti+lg c ··"' · >~· -· _:·.,: ·eeoner....ic -d..im:ttption of t..~ aeon~ of· a locality by _. · · ·· . .-... . :· .' :· .. i:rumrinq that. ~ocal. cont.ra~.-inq fi:r.1a ~ not subjeeted _: .. :. ·~ ~·-... ·:<to 'an£air ~ticn fr'Otil outside thl?i locality f'~d pay 1 - · ·- · · , 118~ which are aubstaniiard for o~ l.ocali:ty in w.hieh. the : ···· .... _. ···-·.·_·-<Federal pnblle works are to be o::mst.....~--.ed. ::£he very· ··.~:>· :. :·difficulties that i'~~!Ss sou~'M: to r~~d.y in 1.931 with t ·:~. . -: lt.z. . .enac~nt of t:....~a Davis-Bacon .Act could ¢CC".:!l': in '·_ .'- -. :..;_-:: . · :"·: ~ P.:ico .. ~·.~ ·· 

.. -.. _ .. ·. OCCWA.T!ONrlL · ·s_~~ A.~ REA!.Tr:t: ~..G· . ~~ . . ~ _ .. 

'Saet.ion l. 7 (e) · o~ · the· C!E!!)act would reserve to Pu-erto Rico e;:{clus.iva ju:ris:d.ictlon ~r tr.-a:tters related to oc~tional safety and heal~~~ For ?tts~to P~co to ex­e~ude i tsel£ 'from. coverage l:nder the Cccupational Sa:Eat7 - ~ ~ B:eal~ ~ o:f- .1.970 - h-it..-:,.out.·baving an e-.."}Ually e£~~....i'7e · ·prQ-g"r~ in its place would constitute a grave disservice 

·c 

-:.: ·.r 
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to .its- trorkerg ,. Se ctio n 1e of t..";e .Act. p :rovides- a viable 
r..eal!s. l.m<ler which Pne-rto P..ico coul.d nw-i nister ~ts O'tln 
~ a...i.d obtain fin:mcial assistance f:::or1 the ?o~ 
Go"n3r~nt. Sa-ction J.S pr~~ t.."lat a state v.'OuJ.d have 
j'erisdiction m1rler i.ts ~ law far any occu-pational and 
safa tv issue in "a'hich no- ~~d i!} in eff3e t u.nder 
sect.i.Dn G o f i±.e. Act. .H. state con assu.,..~ :rosp&risibillt.y 
fer tha o~ve!~t and e..1lfCrc-"'-~"'lt Of OC~.lpationa~ s a fety 
a.~ hG.alth s:t .. ~ . .o&rds w~ a Pe<ieral. standard: !>...ae: ~en 
n%"'0:tttll-.~ted und~~ s~ction 6.. Grants a:.-e r;1ade to thesst..ates 
Ur~r section 23 {g) fel:' b';.e ~ of assisting ii:: in 
adm:ini.ste.r~ and enfa..-eing pro.gr.a!l\3 £or OCC".lpationa.l . 
safe ty a.11d h salt.h contairu~d .in sei~ pJ.ar.s approved by 
t;,s Seexetary e::f !.:Cilior p~uant. t o a ec1:d..m!. lH ~ Th\1s,. if 
ths Act a'C'OJ.iei to ?ue_~ FJ.co ~ it wnnl..d have t..~e Nn~i:tt -- . of the ~eral.. ~..is~ devclerped by, o,;a~ ;;u-ut NIOSR and, 
in ~...;r~~ • -~-"d . . ,......n .- t:: ~ • .t:: ..L.'\.. a~~on, ~.!.:.. raee~'fla :lv pereen~ .. uncu...ng ;..OX' 'l...i.l& 

imp~:ttation o£ its program f ront the ~ted .S~...ea.., .· · 

r~~T:!ffi.l~ ~..BOR O~~ITZA~I'0'!-1S : 

Seet!on· 2 of ~~,. pl:OPQS<e.d o.A-:~~:let. :reeogn:i:e~ t.~e jurl..sdietlon. 
--.. and authority of the Uni~ States t..o coruiuet £!)reign . 

... _... afrairs. Eawever, section 2 (a} proposes that · ~-Z"'to· Rico 

. shall. be.!.tm.g b inte~ational- organi2ation~ and n--~e ·, 
·---~-:...--~ .... :. unilatera~ .non.-pttlltical agreements with othe: countries. . . . . ··~ . {-. -···. - ___ :--_· -----.------- --., · - -----.t"';:':; --~ - --
-· 

.. --: 
:.:·-
i 

T~ p.epa:rtment of State is= cha..-gad w:H:h t..~ ccmduct of· 
:· foze.!gn a:ff.airs -on. behall o£ the: Unit~ States,. 1..ne~udillg 
participation- in in~t:J:rnation.al.. ox-ganizations. ~ agre~nt. 

· ~-ith. t.~s Stat~ . Depart:r:ent, t!!s ~paxt:!!lGnt of Laba.r p~-ici.- . 
pat.Bs in thJ!! fo,::-.ulat..i.cn of policy wi~~ fi!Sl-r""ee~ -co· t..~ 
Ini:err.ationa~ Labor {)~gani.z . .-'\tion.. ~h$ "t:r.t<-:J is an in~.ational' 

.. ··- - ' 

. -

.- .. -,_ 

~·.i:·:: 
-· 7:.:.. · or~~ation which wonlii oo inclndad in the p~oposal -te · · -
:··<. 

.. .. .. 

·· :· 

pax.mit ind~ru:!~t mel!lher:ahip ey ?ce...~ nico. 
_ ... .,..,_:.. .... 

~·P..isora. present: inability~ ~cipate: in intar­
national. ora~ni~tions r-elate~ to its sta~J.~ as neit..~er an 
independent-riE1ti.~n nor a territory# . (sc.~ intm:natit:mal 
crganizations pe:c:U t. ten:.itories· to be at..c~ tt~d to member­
ship}·- rw,. however·,. hl:!s not adopted ~ system of .,as..'5-Cciate:$ 
~ro~p for s~~tes ~hich car~~t hs admitted to full 
nembershin.. !n e-~"!3 nasi:., so~ noli t:ica:.l ent.i ties achieved ~ ~· -
full · ~rship in ILO befora ac'lrlerin~ f11l:t sovereignty, 
but one of tha r~...lire:ne.nts is that. the {>..ntity u.ust ha~~ 

: -.... ~ 
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nutonomy in labor matters. At the prasal'lt "!-jr:te,. Puerto Rico does not have such autonomy.. Even under the compact as it ia proposed , Puerto Rico v-;ould not h..ave au ton~ over al.l .aspec+..s o f labor r..attcrs relatad t:o I?t1e-.rto Rico und t..~us t-:culd- probably be ezcl.ud-ed fro-w ::1e!a]y:>..-rship- in . ILO. · '%'hilm t."'lere are many ar9as in which international o~ganization3 operat~ in which it ~uld be mntual.ly adva..~_ageons to· Puerto Rico a."l.d the United State-s for· Puerto Itico to par+-.Jcipate, we ":ould be opposed to such - participation without t.>w approval_ of the Execnti ve Branch 
or the- Ccngres.s.. -
CONCLUSION 

Thereo are !!~.any o-t."ler asr..eots of the proposed ~.pact to Hhich· we .. ..rould pose objections or rsquest cla.rific..'ltions. Some of otu- objections are in areas not directly related to labor laws and r would defer to those agencies which have a prir..ar_l' interast in the Sl.lbject matter~ 
:r a.."':t ciost concerned,. however,. · '·dth tr~ hnpact on workers in Pue:r"-lJO Rico if the Federal. labor laws are abrogated. ·- . . I f~l . t."lat · the-compact a3 it now sta..J'lds is a'f'bi valent as to . t.l}e posi-tion which Puerto Rico wi!3bes to maintain- in' b"lis regard. It is r;r.y opi.11ion t.~at workL~g men and 'W01r..en wil~ · suffer irreparable harm. should t."l.cy be eeprived of . the protection of Federal labor laws. r:~cause of the many deficien~es 11lhich I see in t."le compact in this respeot,. I cannot a~dorse i~ in its pres~nt fo~-

Sincerely, 

~olin · !I'.· Dunlop · 

See:ro-taxy of Labor . 

LLC:SPPetters:btr 4/28/75 N2428, x38065 
Rewritten:SPPetters:btr 5/2/7~ 
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~ J r !ME BENITEZ • 

Rzs1ol::Nl' CoMMISSIONER, PuERTO RicO 

COMM1T'TEJ!! 

EDUCATION ANO LABOR 

suaccMM1TTE£s: 

EQUAL Ol,PORTUNlTY 

LA30R STANDARDS 

F05TSECONDAR'f EDUCATION 

COMMITTEE: 

INTERiOR AN D INSULAR AFFAIRS 

SUBCOM M rrT"EES: 

~ongrt£{5 of tbe Wniteb ~tates 
~ou~.e of l\eprt~entatibes 
~~bingtnn, 1J!l.Q!:. 20515 

WASHlNGTON OFJI'IC£: 

1317 LONGWORTH HOUSE: OFFICE BuiLDING 

WASHINGTON, D .C. 2.0515 
AREA CoDE 2.02.: 2.2.5-2.615 

TELEX 440113 

DISTRICT OFFICES: 

Box 562.9 
SAN J UAN, PuERTO RICO 0090S 

A REA COD£809: 72.4-0171 

Boxl2.8 
P OHCE:, Put:RTO RICO 00731 

AREA CooE 809: 843-5640 

TERR lTORIAL AND INSULAR AFFA1RS 

ENERGY AND ENVIRONMENT 
WATER AND POWER RESOURCES 

November 5, 1975 

James H. Falk, Esq. 
Domestic Council 
The White House 
Washington, D. C. 20500 

Dear Nr. Falk: 

I enclose herewith a photostat copy and an English translation 
of the letter I have just received from the Governor of Puerto Rico. 
Go~ernor Hern&ndez-Col6n is deeply concerned with the risks involved 
in a potentially protracted period of consultation at the Executive 
level, as a condition precedent to the transmittal to Congress, of 
the report and proposed Compact of Permanent Union between Puerto 
Rico and the United States recommended by the Joint Advisory Group. 

As I explained to you yesterday, several members of the Sub­
committee on Insular Affairs, as well as many other colleagues in 
the House of Representatives, have expressed doubts as to the feasibi­
lity of affirmative action upon our proposal if it is placed in the 
legislative hopper la~er than the close of the present session of 
Congress. As you may recall, it was with a keen awareness of the time 
factor involved that I sent to you early in August a copy of the 
Compact proposal itself. before the accompanying report was finished, 
urging you to use it in an informal basis for purposes of initiating 
the second round of consultations. The first round of consultations 
was effected by co-Chairman Senator Marlow Cook shortly after receiving 
our original draft in March 1974. 

I am deeply aware of the prerequisite of full consultation and 
reports before definite endorsements or qualifications may be made by 
the President to the Congress concerning our recommendations. I trust 
the necessary reports may be forthcoming shortly. I understand some 
have already been received. If such a goal cannot be achieved in time 
to insure enough 1 ead time to permit congressional action as \lfell as 
the required referendum in Puerto Rico before next November~ I trust 
it may be feasible to transmit the report and the proposed Compact to 
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James H. Falk, Esq. -2- November 5~ 1975 

the Congress with such recommendations and reservations as may be 

forthcoming now. A procedure of this nature would facilitate taking 

care of the initial process in the Congress without prejudice of 

subsequent recommendations to be made by the White House once the 

rest of the reports have been received and studied. I assure you 

that both the Governor and myself will be most appreciative of the 

earliest consideration of this request. 

'" /J Cor¢lia lly, /I 
I 

i I 
. I -' 
! t I 
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Encl. 
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" JAIME B E N ITEZ 

W ASHJNGTO ... OFl""tC£: 

RES10£NT C O MMISSIONER. PuERTO RICO 

1317 LcwG ..NORTH HousE 0Jl"FI CE BurLDI N< 

\"J'"-SHINCTON. D.C. 2C5t5 

COM M ITT'%%: 

EDUCATI ON A N D LABOR 

SU'9COMM~ES: 

EQUAL OPPORTU N ITY 

LABOR STANDA RDS 

POSTSECONDARY EDU CATION 

COM MI ~I£.£: 

INTERIOR AND I NSULAR AFFAIRS 

SUIICOM MrrTEES;. " 

<!Congres:5 of tbe ~niteb ~tatez 
J)ouse of 31epre£entatibe5 

masbfngton~ n.<!C. 20515 

AREA C oo!!:202: 225-2615 

T ELEX 4 4011 3 

DI STRICT OFFICES:. 

Box 5629 

SAN J uAN. PuERTO R 1co 0090!S 

A REA C ODE 8 09: 7 2.4-{) 171 

Box 12.8 

PoNCE, PUERTO R!CO 00731 

A REA Coo£ 809:343-5640 

TERRITORIAL AND I NSULAR AFFAIRS 

ENERGY AND ENVIRONMENT 

WATER AND POWER RESOURCES 

November 5, 1975 

Honorable Jaime Benrtez 

Resident Commissioner 

Washington, D. C. 

Dear Don Jaime: 

The Chairman of the Interior Committee in the Senate of the 

United States, and the Chairman of the corresponding Subcommittee 

in the House of Representatives, have indicated to me their interest 

to begin shortly the Congressional consideration of the Permanent 

Compact of Association between Puerto Rico and the United States,. 

recommended by the Ad Hoc Committee. 

Inasmuch as the Committee recommendations are presently 

pending consideration in the White House, I will be deeply grateful 

if you would make pertinent inquiry with White House officials, so 

that the Executive processing of the Report may be coordinated with 

contemplated congressional action. 

It is my concern ·that the new compact be considered by the 

Congress before the end of the present session, and in time to be 

submitted for ratificationby the People of Puerto Rico during the 

present Constitutional mandate. 

Cordially, 

Rafael He rnandez Col6n 

Translated by: Jorg e Felice s 



THE WHITE HOUSE 

WASHINGTON 

. ' ' 

November 13, 1975 

MDHRANilJM Fat : JIM CANNON 

FROM: SAM HALffi~ 
SJBJ~Tt HANDLING THE PUERTO RICO ADHOC REPCRT 

As the matter now stands there is a str.nc likelihood that 

we will propose that the President serrl the Report to the 

Hill for debate with the reconmendation that Conr;ress consult 

11!i.th the involved cabinet officers and consider the issues 

with due, deliberate speedo 

I have very serieus reservations. Harrllinc the report 

this way may well result in such prolonced consideration on the 

Hill as te produce precisely the result that the Puerto 
for Puerto R" 

Rico administration most fears--that it ao e possible to 
~e Renqrt. _,/ 

act u~ before the 1976 election. In any event it will bring 

by Puerte Ricans the charr;e that the Ford administration sabota2ed 

\·o/ 
the status chanr;e'J. proposed by the Popular Democratic Party 

because the PDP is affiliated with the Demtcratic Partyo 

In my judcement it would best 

to the Govemor the si tuatiu: 

Executive Branch would take some two months. That the President 

prefers that it be done that way. That the Executive Branch beliifts 

that such procedure, the normal procedure, would probably facil~te~ 
~the other hand,_) 

chances or a satisfactory result. That the ExecutiV.ranch, onJ;. 



2--Halper to Cannpn 

THE WHIT E HOUSE 

WA S HIN G T O N 

recognizes the desires of the Puerto Rican government to move at 

ence on the matter. If the Governor states to the Executive Branch 

his desire for immediate transmission to Concress the President~, 

.~ ~"·l-tv ~~w.rdF ;tj his wishes . He will send the Report to Cencress without 

recolll!lendation. He will ... propose that Conr;ress consult 
,.;) 

on the issues with the pertinent C~binet members and that it 

facilitate +ts consideration;nth due, deliberate speed0 



THE WHITE HOUSE 
INFORMATION 

WASHINGTON 

November 13, 1975 

MEMORANDUM FCR: JIM CANNON 

FROM: Sltf\ HALP.Jif 

SUBJECT: PUERTO RICO AND THE MINIMUM WIG E 

If employment in Puerto Rice is net facilitated, the United States 

will have te pay for the amissien in the fora of l)iftcreased 

federal aid to the poor and jobless in Puerto Rico; 2} increased 

federal (and state and local) aid to the many unemployed 

Puerto Ricans who aie;rate te the mainland and, unable 

(or unwilling) to find work, are jobless here as well, 

thus requiri.ne; that they be maintained on the public rells 

and J) the growth, under conditions of prolonced joblessness 

in Puerte Rico, of a psychology of unemployability amen, 

youth whe will never know what it means to work, as well 

as the spread of that attitude to older unemployedo The 

increased unrest and addiction to welfare statism that 

will suffuse Puerto Ric• will add to the federal coverament's 

burdens and costs. 



. ' 

THE WHITE HOUSE 

WASHINGTON 

MEMORANDUM FOR: JIM CANNON 

FROM: JIM FALK ~/-
Attached are the options on transmittal of the Proposed "Compact of Permanent Union" To Congress. 

/ 

/ 

Attachment ~--~ 
~ / 
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THE WHITE HOUSE 

WASHINGTON 

November 14, 1975 

Options on Transmittal of the Proposed 
"Compact of Permanent Union" to Congress 

1. Transmit to the Congress before 12/15/75 with a recommen­
dation for appropriate Congressional Action. 

This is essentially without recommendation. 

It does represent fast action as requested by the 
Resident Commissioner, Jaime Benitez, and the Gov­
ernor. 

It would probably be acceptable to those in Puerto 
Rico who opposed numerous aspects of the proposed 
Compact. 

2. Transmit to the Congress before 12/15/75 as in Option 1 in­
dicating that the Administration comments will follow in depth 
on various aspects of the proposal through both written and oral 
expression before various Congressional Committees. 

It satisfied the request of the Governor and Resident 
Commissioner for fast action. 

This should make both advocates and opponents in Puerto 
Rico happy because it reserves comments enabling their 
views to be stated to the Congress along with the 
Administration. 

It avoids holding up a fixed target for our critics to 
kick. On a document this broad there would be something 
for everyone to kick about if a comprehensive position 
was set forth. 

3. Prepare a detailed analysis with a full set of specific reco­
mmendations for the President to make on the Compact. 

This would fail to satisfy Jaime Benitez and the Governor 
because of the time (2 months x 2 1/2) required to do so. 

This would not satisfy those in Puerto Rico who oppose 
parts of the Compact and who would object to some of the 
proposals the Administration would take. 

The delay would assure that no one would be happy. 




