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2. 	 Appoint a special in-house task force to develop 
an alternative propcisal to be submitted to the 
Congress next January, together with a report out
lining your objections to the instant proposal. 

3. 	 Inform Governor Hernandez-Colon of Puerto Rico that 
you have serious problems with the proposed Compact 
in its current form and suggest that, together, we 
might profitably use the additional time to jointly 
develop a more appropriate proposal for submission 
to the Congress upon its return. 

4. 	 Direct OMB, in consultation with the Domestic Council 
and the National Security Council, to prepare a report 
outlining your objections to the proposed Compact and 
suggesting to the Congress that the real issue for 
debate and resolution is whether Puerto Rico should 
be made a State of the Union or given its independence. 

RECO~~ENDATIONS 

DECISION 

Option 1 

f Option 2 

Option 3 

Option 4 

• 




or that the President 
to work out 

ACTION MEMORANDUM WASIIINOTON LOG NO.: 

. Date~' October 28 Time: 
500pm 

FOR ACTION: Phil Buchen cc (for information): Jim Connor 
Robert Hartmann 
Jack Marsh Brent Scowcroft 
Alan Greenspan Bill Seidman 
Jim Lynn 

FROM THE STAFF SECRETARY 

DUE: Date: November 10 Time: 530pm 

SUBJECT: 

Compact of Permanent Union between 

Puerto Rico and the U.S. 


ACTION REQUESTED: 

__ For Necessary Action __ For Your Recommendations 

__ Prepare Agenda and Brief __ Draft Reply 

--X- For Your Comments __ Draft Remarks 

REMARKS: 

please return to judy johnston,ground floor west wing 

Recommend the following: 

That the President (1) inform the Governor of Pue~to 
Rico (either the outgoing Governor or the incoming Governor, 
as appropriate) that he has ser"ious probLems with the 
proposed compact in its current form; and (2) direct OMB, 
in consultation with the Domestic Council and the National 
Security Council, to prepare a report indicating the nature 
of the Administration's objections for submission to the 
95th Congress in January. 

Do·.not recommend that we develop an alternative 

proposal to be submitted to Congress 

meet with the new Governor of Puerto Rico 


_--'l..l...r~l::c.a±.Lve ~z.:QPosal . .P~""&"A"TTAl;H THIS COPY·TO MATERIAL SUBMITTED. 

If you have any questions or if you anticipate Q 

delay in submitting tho required material. please 
telephone the StaH Secretary immediately. 

It 
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E 1 R.A1'.i) 1 LOG NO.: 


Date: Time:October 2 5 Op 

FOR ACTIO : cc (for iPhil onn07 Connor 
be 

B 
J ck Br c.,.,f 

FROM THE ST 

DUE: Date: r 10 Time: 530 

i:)UBJECT: 

Comp ct of Pe anent Unio bet een 
uerto ico nd theU 

ACTION EQUESTEO: 

For Necessazy Action For Your Recommendations 

Prepaze Agenda end Brief Dra£t Reply 

x For Your Comments Draft Re narks 

REMARI{S: 

pie return to judy ·ohnston ground floor t ing 

PLEASE ATTACH THIS COpy TO MATERIAL SUB ITTED. 

· a a any qu stio or if you anticipate a 

i ubn-.it '~g th l' uired at '01, pi K. R. COLE, JR. 


.Ie h ne the SinH S .cratar immed t ly. or the President 




f '"' /.~lI/{1:> -...., {oJ'" r 
ACTION MEMORANDUM WASIIINOTON LOG NO.: /h.... 

Date: 	 Time:October 28 	 SOOpm 

FOR ACTION: 	 Phil Buchen cc (for information): Jim Connor 
Robert Hartmann 
Jack Marsh Brent Scowcroft· 
Alan Greenspan Bill Seidman 
Jim Lynn 

FROM THE STAFF SECRETARY 

DUE: Date: November 10 	 Time: S30pm 

SUBJECT: 

Compact of Permanent Union between 

Puerto Rico and the U.S. 


ACTION REQUESTED: 

-  For Necessary Action __ For Your Recommendations 

-  Prepare Agenda and Brief __ Draft Reply 

~ For Your Comments __ Draft Remarks 

REMARKS: 

please return to judy johnston,ground floor west wing 

• 

PLEASE ATTACH THIS COpy TO MATERIAL SUBMITTED. 

If you have any questions or if you anticipate a 

delay in submitting tho required material. please 

telephone the Staff Secretary immediately. 


iSS JiU.$Ue.lk,LII.QPJiia 2a idS aa;349W,X:K,ZZgZ.4kt 22Q bSSE )W • was. 2(WG;2~' 



:ACTION MEMORANDUM WASIIIHOTON LOG NO.: 

Date: October 28 Time: 
500pm 

FOR ACTION: Phil Buchen cc (for information): Jim Connor 
Robert Hartmann 
Jack Marsh Brent Scowcroft· 
Alan Greenspan Bill Seidman 
Jim Lynn 

FROM THE STAFF SECRETARY 

DUE: Date: November 10 Time: 530pm 

SUBJECT: 

compact of Permanent Union between 
Puerto Rico and the u.s. 

ACTION REQUESTED: 

-_For Necessary Action __ For Your Recommendations 

- Prepare Agenda and Brief __ Draft Reply 

~ For Your Comments __ Draft Remarks 

REMARKS: 

please return to judy johnston ground floor west wing 

~. 

y l{:'·····~· 
...." ~ ..• 

. .;'" 

PLEASE ATTACH THIS COpy TO MATERIAL SUBMITTED. 

If you have any questions or if you anticipate a 
delay in submitting the required material, please 
telephone tho Staff Secretary immediately. 

414: .1 sex tea 4 

,. 



MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

November 15, 1976 

LIMITED OFFICIAL USE 

MEMORANDUM FOR: JIM CANNON 

FROM: BRENT SCOWCROFT 


SUBJECT: Compact of Permanent Union Between 
Puerto Rico and the United States 

I have the following comments regarding the proposed Compact: 

1. Although I understand that the President is required to submit 
comments on the proposed Compact, many of the issues raised may 
now be moot as a re sult of the recent election in Puerto Rico. That 
election, at least in a vague way, was a mandate for statehood as 
opposed to some of the more-difficult-to-characterize thrusts of the 
proposed Compact. It appears highly likely that the new government 
in Puerto Rico would want to take a new look at this proposal. 

2. In light of these developments, I prefer Option 1. 

3. I agree that the proposed provisions on navigable waters are 
objectionable. Serious questions of national security would be raised 
by acceptance of these proposals. 

4. Authorization for Puerto Rico to participate in international 
organizations and enter into international agreements in its own right 
likewise would raise serious problems. The problem is not so much 
comparability with the states, but rather with the proposed infringement 
on the power and responsibility of the President, with the advice and 
consent of the Senate, to conduct the foreign policy of the United States. 
Although commonwealth status is sui generis and would not necessarily 
need to be parallel with or limited by the rights and responsibilities 
of the states in all respects, it does seem that the proposed derogation 
of the President1 s foreign policy power raises serious constitutional 
questions as well as the obvious far-reaching practical ones. 

LIMITED OFFICIAL USE 

• 




2LIMITED OFFICIAL USE 

5. Option 4, at least as presently stated, presents problem.s. 
We are com.m.itted to grant independence to Puerto Rico should the 
Puerto Ricans opt for it. They have not done so. Option 4 seem.s 
to raise the possibility of cutting them. adrift should we choose to do 
so. Nor do I believe that independence vs. statehood~ "the real 
issue". The real issue is whether we can carry out the responsibilities 
that we have assum.ed toward the people of Puerto Rico in a relationship 
that doe s not fit within our present traditional fram.ework but which is 
tailored specifically to the facts of the case and which will undoubtedly 
change over tim.e. 

All of these considerations strongly suggest Option 1 as the m.ost 
appropriate response at this tim.e. 

LIMITED OFFICIAL USE 
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MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

November 11, 1975 

MEMORANDUM FOR: 	 JEANNE W. DAVIS 
NSC 

FROM: 

On October 23rd the attacherlInemorandl.UU was sent to all the 
Cabinet members, including Secretary Kissinger at State 
Department. We have received responses from all Cabinet 
departments except State Department. I checked with 
Mr. Springsteen's office and they report that on October 30th 
State Department sent a response via the NSC to the 
attention of General Scowcroft. Could you please let me 
know the status of this. Otherwise we will have to submit 
the report to the President minus State Department's comments. 
Thank you. 

encl. 

• 
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W /, S H J N (; TON 

October 23, 1975 

MEMOH.ANDUM FOR 

THE CABINET 

SUBJECT: 	 Report of tbe Ad Hoc Advisory Group 

on Pue rto Rico 


Attached is the report of i:he Ad Hoc Advisory Group on 

Puerto Rico entitled 'Conlpact of Pcnnanent Union Between 

Puerto Rico and the United States." Prior to subnlitting 

the report to the President, it would be appreciated if 

we could have the COHl1nents and recornnH:ndations 

of the Deparbncnts concerned. 


It would be further appreciated if your COl1lJ::nents could 
be received by tl1is office by close of business Thursday, 

f!0ctob(};} 30, 1975. 

n /"'~"? ~-, 
.'-«'~'.-'~"~:;' . 	 ""~ .....' ...... ,-~,~ 

"t.-:~"'~~~4/· JAMES E. CONNOR 

SECRETAH,Y TO THE CABINET 

A Ita chlnent 

• 




TI AL URI cou elL 70 .5 

oy mber I , 975 
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MI OIlANDU 

NATI NAL ECU I COUNCIL 

o tober 31 . 1915 

ORAMDUM FOR: JIM C VANAU H
• 

FROM: 


Report of the Ad Hoc Ad aery Group n
SUBJ 

to 'co 


Attached ar the tal t of Statf"'. co ttl and r d tlo 
on the r eport of the Ad Hoc Ad 80rJ Group on Pu rto Rico. 
r esponding to Jim Connor' . r u..t to the variou. Departm ts and 

A,eneie•• 

• 




7095 - add-on 

MEMORANDUM 


NATIONAL SECURITY COUNCIL 

October 31, 1975 

MEMORANDUM FOR: 	 JIM CAVANAUGH 

FROM: 	 JEANNE W. DAV~ 
SUBJECT: 	 Report of the Ad Hoc Advisory Group on 

Puerto Rico 

Attached are the Department of State's comments and recommendations 
on the report of the Ad Hoc Advisory Group on Puerto Rico, 
responding to Jim Connor's request to the various Departments and 
Agencies. 

• 




7521399 

DEPARTM ENT OF STATE 

Washington, D,C. 20520 

UNCLASSIFIED 

October 30, 1975 

MEMORANDUM 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 comments 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/ttaChedlr, 

"c:/;~o/g!.. f;lE:t~:u
Executiv~secretary 

Attachment: 

As Stated 

UNCLASSIFIED 



COMMENTS AND RECOMMENDATIONS OF THE DEPARTMENT 
OF STATE ON THE REPORT OF THE AD HOC ADVISORY GROUP 
ON PUERTO RICO ENTITLED "COMPACT OF PERMANENT UNION 

BETWEEN PUERTO RICO AND THE UNITED STATES" 

Sections 2(d), 9(d), (e) and (f), and 10 of the 
proposed Compact are of particular interest to the 
Department of State. With certain differences these 
sections were included within the April 12 draft of 
the Puerto Rican delegation to the Ad Hoc Advisory 
Group, and the comments transmitted to Mr. Cook by the 
Legal Adviser on May 2, 1975 remain applicable. 

Section 2(d) permits the participation of the 
Free Associated State of Puerto Rico in international 
organizations, as well as in certain types of agree
ments with other countries. It is noted that the 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 requirement adequately protects 
the responsibility of the Federal Government for the 
conduct of Puerto Rico's foreign relations in this 
area. We also note that past experience has demon
strated the advisability of obtaining 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 believes that agree
ments with other countries should be concluded by the 
United States on behalf of, and with appropriate con
sideration of the interests of Puerto Rico or by 
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. dele
gations concerned with negotiating such agreements 
would, of course, include appropriate Puerto Rican 
representation. 

Section 9 deals with Common Market and Trade 
Compact. 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 provisos. This provision 
would nullify the commonality of tariff treatment cur
rently enjoyed by the United States and Puerto Rico, 

,. 
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which has heretofore been a cornerstone of the Common 
Market 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). We assume that other interested agencies 
(i.e., Commerce, Treasury, STR, Agriculture and Labor) 
will be commenting on these problems as well. 

We, therefore, recommend that the language in 
Section 9(d) regarding "mutually agreeable procedures" 
be made sufficiently specific to 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 least 35% value added in Puerto Rico. This pro
vision would authorize treatment similar to that 
accorded 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 law 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 State also has reservations. 

Section 9(f) includes, inter alia, three pro
visions relating to the conduct of the 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) It 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 quali
fying to ,participate in benefits from systems of pre
ferences for developing countries. 

" 
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The Department of State has no objection in 
principle to the provisions of this Subsection. How
ever, we would prefer to limit the scope of the langu
age concerning Puerto Rican participation in so-called 
"negotiating delegations." Many such delegations are 
very small and deal with technical aspects of trade. 
In practice, it would be difficult to assure in every 
case that representation of the Free Associated State 
could be included. It is consequently recommended 
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 commitment, 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 Rico. 

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 establishment of what is, in effect, 
a separate immigration system for Puerto Rico. How
ever, 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 admin
istered by the Governor of Puerto Rico. The Department 
suggests that the practice should be examined with a 
view toward conformity with preferable Federal pro
cedures - such an examination could occur during the 
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. 

10/29/75 

• 




MEMORANDUM 


NATIONAL SECURITY COUNCIL 7095 


November 1, 1975 

MEMORANDUM FOR: JIM CONNOR 

FROM: Jeanne w. DaVi~ 
SUBJECT: Report of Ad Hoc Advisory 

Group on Puerto Rico 

In response to your October 22 query, it is our understanding 

.,{ that Jim Cannon has already acknowledged receipt of the report. 


A s you note, the formal Executive Branch response to the 
report is being coordinated by Jim Falk and the NSC Staff. 

• 




November lZ. 1975 

Jim Falk -

Attacbed are tlle comment. received 
from the Department of Labor on the 
Puerto Rico Report. 

Trudy Fry 

cc: Steye Low 
-~, . 

/ 

On 11/11/75 Jim Falk advised Eleanor Conn ors that copies of all comments 
should go to both Steve Low & Jim Falk --- Jim Falk has given Steve the 

/ earlier reports received. 

" 




U. S. DEPARTMENT OF LABOR 
OFFICE OF THE SECRETARY 

WASHINGTON 

NO \·!. J (; 

Mr. James E. Connor 
Secretary to the Cabinet 
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 between 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, 

Secretary of Labor 

Enclosure 

• 




U. S. DEPARTMENT OF LABOR 

OFFICE OF TH E SECRETARY 


WASHINGTON 


~ " - ~-.. ,~-

NOV ~~;,; ~) 

Mr. James B. Connor 
Secretary to the Cabinet 
The White House 
Waahinqton. D. C. 20500 

Dear Mr. Connor: 

Thi8 i8 in reply to your request of October 23, 1975 
for my comments and reeommendatioaa on the report of 
the Ad Hoc Advisory Group on Puerto Rico entitled 
"Compact of Permanent Union between Puerto Rico and 
the U.S.

In April 1975, I bad a request to comment on the draft 
report. frOID Marlow W. Cook, Co-chairwm of t.he Ad Hoc 
Advisory Group on Puerto Rico. A copy of my re.polllle 
of May 6 to Mr. Cook is enclosed. Except with respect 
to Section 2 of the Compact.. t.he comment. I made at 
that time were not. incorporated into the final report 
and several substantive concerns remain unanswered. 
For theae reasons I am unable to endorae the compact 
in it. present form. 

We regret. the delay in providiDg thi8 information to 
you. 

Sincerely, 

'Joh.Tl T. Dunlo"!") 

Secretary of Labor 

Enclosure 
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MAY 6 1975 
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:<i-&w. t)II2ic 	 /
CO-lO 

7!~~~:.ta~Uu §Tmxp em 

lO:t61.6tb S~, JJ.71• . 
t-~~~. D.C. ': 200H 

~!1r. Cook·,· 

hhillb in reply~- to your request for E¥ COttlIl'ients· on the 
I pZ'0pC)8od bill. "~ EsbJ)lish the ~ct. of Pormaneni: 

tlnicm Between Puerto Rico and tho urdted Stabaa. ~ 

! .. 1D ~l~1: "J.t.h the unclerlyL'"lt,f purpoaeof 

~.,. p%'CpOSt!d ~ which; i2 adopted, would establUh 

a ~t: ralatioDshipbatweGn Ptlsrto P.1eo and the United " ' ~.- , 

Sta~.. !!oweve!!'4! X haft serious reaervat:ions c:oneerniru; 

seYera1 of the provlsiona a1'ld their e£fect upon rights of 

worlte%s in Puerto n.ico. 


rJNE~.o~ INStmAN~ 
:loa .. 

SeC""--:t01:S «(a) an4 '(h) o~~· proposed ~c:t 1;-m\!ld have a.n
\ effll!lC1: ~ the ~7'lI.l une.ploymenl: insuran-ee system of
I l-lbieh Puerto Ri.eo is a- part. The Pue"O ?..ican t1X1e;apl.l;)ym.m~ 

!.r.aurance law is aD app%Oved laY tm4er t:.heFederal UneIr1Ploy:wn.t: 
Tax. .Act and meeU the ,requirements of 'litIs IJ::t of the Socl.3.1. 

. - ;::,."\< 
-. ... - ~ ..~~ .... . 	 Seaar1ty- Act. ·' Puerto RiOOFquaUfieit :in too aCU!e =u.,nez as. 


a .taUt for purposea- of th.rec'!e:.ra!-Stai:a une.i'!.'1ploYUNtut. 

hauranoe ays:f:C!M... ·X't.pays Federal-Sta.te erte.~.ed be..~efit.s, 

and-18. xek~une4 ~-~~ of t.."le cost of suc;.~ benefits 

by t:hePederal; Goftrnmen.t.. . · In add.iti.on, Puerto !=!ieo.. i.s 


I , . 

. '  eU~le for ft.dera].supplt!!8ent.a.l benefits !Utyable under 
t-~ E'mergcncy VDe:lployaant Compensation Act of 1974. and 
€lfh1=ce paymeD-t of bene~its UDtler fiUa Ill: of' t.~e Social. 
Security 1\et• . Puerto l'\ico bas~ in fact, applied for Aft 

advaaee o£ $10 aill.ioa to pay bene£its in Apz.il 1975. 

I'= is. J\ot clgar ·1Ihet."lGr the' . proposed ~act. tiou-ld prevent. 
the amtinuat.i.orl of Pnerto !<ican partici~ation in. the __ 

. 	 - fILE........-· 


{)tilde of t~ ~" 

L_'ntt.E_'"_-_= 
l----- 

f 	 := 
, 
/ 
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·.... 

Federal.-State uneJr.ployment:. insurance sys~. The tn 

prOCJra;;1 ia supported by a Federal t:ax payable hy employers 

under the Federal Unemplo:ymen't Tax Aat. Seotion 4 (a) of 


,the proposed eOJttpac~ w!U.ch makes in1:el:nal revenues laws 
o:f the tift! t.ad S1:at.es inappUcable to Puerto Rico is 
qualified by section 6 (b).. Se.ction 6 (ll) would .preserve 
the application of 9'rant and loan proqrams ".... • * to the 
citizens of 1:be United States residing in ~.e Free 
Associated State of Ptierto Rico.. • '!'he Foderal unemploy
r~nt Ta..~ ~, the keystone of state part:icipaUon ill the 
ur system, is BOt l1:nitad to a state or its cl.tizena. It 
applies broadly to 8lUPloyers ana emp10yees in the t7:iited 
Sta"tes r irrespeet1va of whether 'they are citizens. Further,. 
section 330'(1£) (9) (A) of the Act specl.fJ.cal~y precludes a 
state froJa· decyincJ unemployment: benefits to an otherwise 
ellqible f.ndividual solely because he is reaidinq in or 
fiUng his cl.a.i!.a in another state or canada • Ilceoril!ngly # 

Puerto Rico might. fail to qualify for Federal benefits. 

~ ramainder of section 6(h) and section G(e) and (d) 
!U'& unclear as to whether the Free Associated State wottld 
asS'\tme full responsibiUty for collecting. revenues 1» 
support programs .uchas tlneliiployment insurance.. l'io 
decision baa beea :made all thia ~.eas to what system· of 
ccmtribntory payments will be initiated and when it will 
be !n.itiated. It. seems clear, hawever, that: Puerto Rico 
i. unable at: the present: t:.1ma to support an unemployment 
insurance proqram wi~lotoui: Federal assistance.. rt woul.d 
be ., tragic mistake to disconti.mta the: flow of benefits 
to workers b .Puerto RiCf> beeanso of! the failure of 
~ Rico to quaUfy under the Act. 

WOlUCER ADJOSTMm3'l" ASSIS'TANCB. 
Section 9 of 'the proposed compact would continue the 
free flow of goods to and from t:he Un!ted. State. and 
Pl:lefto Rico.. section (c), ~, would require QllStoms 
duties and ot:her similar axes f!O be paid int.o the TreasU1:y 
of P1l2rto Rico.. t1hlle we 'tJOuld defer t:o the "i'reasury 
Departmenk with respect:. to substantiva coWllBnts on this 
section, ~ nota t:1".ai:t:his would provide Puarto F.ico with. 
preferenti.a1 1:reatmftnt with r~ard 1:0 such tax collections 
~ available to the states at larqa.. Of importance to 
the Denart:ment: of Labor is section Cd) Which mighi: preolude 
workers in Puerto Rico fror:t re.eeiviny worker adjustment 
asai:;.tance under the Trade j\..et of 1974 .. 
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Section 9 (d) ~qould authorize Puerto Rico to inpose, 
increase, re~'i\lce or eliminate tariffs on finished' 
products, s~~i-finished, aqricultural or raw materials 
imported directly from foreign countries or transhipped 
through the United States.. The Trade Act of 1974 
specifies tha~ in' order for a group of workers to be 
eligible for adj1lstroent assistance r the increase '.of 
L~ports must contribute importantly to the required 
adverse effect of the workers and their employers. 
tfuilat this section of the Trade JI..ot does not refer 
specifically to ~riff changes, the leqislative history 
of the Act indicates that such assistance was deemed 
necessary to offset t...'1.e ad"Ve.rse effects on workers that 
might result £raa the exeroise of the trade negotiating 
authority provided in the Act. If Puerto l11eo is 
~mpowered to raise or lower tariffs a~la~erallYI the 
rights of adversely affected employees under the ~ade 
Act would be nullified. 

~NTRY OF :I\rjnrns INTO PUERTO RICO 
----~~--~----------~~.~--~.

SaetiOl'l 10 Ca) of ~"le proposed COIrrpaet would enabl~ the 
Government of Puerto Rico to limit the number of aliens 
or to .increase the quota of resident aliens who may be 
acbnitt.ed to Puerto Rico with the conO"'.ll:'rance of t.he 
President and t..'1e Gove.rnrnent. I asSU139 that since. this 
ia a separate section in the compact, a~f progra~ affecting 
alien.s such as the Da!Jartment of Labor! s alien certification 
responsibility would be considered under tho ~~9ration 
and naturalizat.ion laws rather than the general labor 
statutes. !:;i th this understandinc; , I defer to the Bureau 
0 ,£ Immigration and }laturalization for s®sta.ntive comnlent:$ 
on this section.. I 'WOuld hope, however, t..~at. this 
section would not be used to import lower paid workers 
into Puerto Rico so as to deprive citizens of employment. 

seet1cm 17 Ca) of the, proposed compact would effectively 
r~vi8e the aoolication of the Fair Labor St."'lndards Act 
to Puerto aioo. It provides that the rninihltU'n wage in 
Puer'to 9ico should be equivalent to the minimum wage in 

http:acbnitt.ed
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the Un!ted States as socn as economically possible, 

but. reserves to Puerto Rico the authority to set: the 

minLmum waqe and hours of work standards except for 

shipping and aviation a~d certain other enterprisGs~ 

In the l'l!Ost recen~ · amendments to the Fair Labor .'. 

8tandards ltct:, the COngress set a schedule for the 

evantual achlevcne.t: of parity of minimum wage rates 

in Puerto Rico wit:h those in the statas.. The CL.'""l&ndments 

alan extended the applicable mainland rates for employees 

of res1!aurants aDd hot.els, food service employees of 

retail or service aatablis.hments and employees of t.."l.e 

Federal Governmet'li: to such. employees in Puerto Rlco. As 

a resul~ of indu8~ committee aations since the enactment 

of the 1.974 amand:menta, a larqe number of workers in 


. industries in Puerto Rico are reaping the henefit of minimum 
wages close to 'those for state-side workers. While we 
recoqni.:rs the unique economic and employment si1!ttat.ion 
eristinq in tfWUlY Indllstries in Puert:o Rico, we would none
theless, be opposed to provisions which 'WOuld adversely e .ffect 
,rorkers in the Commonwealth. 

It is not clear as to the meaning of those ,reni:erprises 

whose products or services are Bold or rendered substantially 

in the O'ni ted States II which would be subject to the . Fair· Labor 

Standard3 .Act. If ~is ca-te<]ory is intended to cover the 

so-called "run-away shop, If t:hen it should be made olear that 

this will include industries which, in one or more of their 

operations* compete subg~antially with their counterparts in 

the sta~s. For example, the clo~~ing indnstry sells over 

50 percent of ita output in P'tle%'to Rico, but: at ' t..~e same- time, 

becat1l!J& o~ wage and tax advantages, has virtually cornered 

the market in Inillt:ary ha'ts and oaps. 


The PZ'OpOsed lanqaage dealing w1t;."1 minimum. wages and 
maximum hours does Zl'Ot specifically refar to child labor, 
age discrimination and equal pay and thllS may not reileve 
Puert&- Rico employers froCk compliance wii:h these requiJ:ements. 
In fact,. giving Puerto Rico "'exclusive jurisdiction over 
all ma'tters pertaining to labor-raanagement relations"' 
nay not: be broad enough to exc::lude Puerto Rico from th.e 
provisions of Title VII, J'illEA an.d equal pay_ IJowever, 
if this provision was interpreterl to exclude thes~ 
cate~ories from PLSA or other coverage, then there would 
be no protection for persons affected by the various acts at 
pr~sent unless and ~~til Pnerto Rico enacted comparab~e laws. 
This illso should not:. preclude t.l-te application of cxistin~ ?ec1eral 

• 




5 

!awe. The De'Dart:ment of Labor has fouoht for these 
issues for many years and, particularly in thG case ot 
child labor, wo1ll.d be opposed to any provisions which 
would ah~1a.t. these rightB. 

SBWlICE ~, pt,~!.:tC COM~8, CON'l'R.:~ wou !!OURS 
AND RF--::tJ\'l'BD ACTS . - 

TM Service CODb':aet Act. i#alsb-~ea.ley and the Contract. 

Work Roura aa4 hfeqr SbAdarc1..a J\Ct do not appl.y to 

eonuaet:a issued by tbe CovQrmnent of PueJ:to ru.bo or ! ts 

a..jencies. IIcWeYe:r,. coni:raots 1ssUGd by 'the unitedSi:at:es 

to be pezofozmed 1n. !'uerte Rleo- tor wozk on serviee (!Dnua~ 

.'lld beaff.obed by aecUon 17(a) o~ 'the compact. 1'0 

81:llUnata tld.. pro1:ec1:ion while not preserv~ ~e FLSA 

aiaitmmt oi:henise speci~ied in sa could resul~ in a 

di8a!lt-~ lowerinq of waqesfm: some wcrke%s. S1milcttly, 

waqe deterldnaUons under Walsh-Healey are not applicable 

'to Puerto ltlco, h'lt ~. governed by PLSA or by a minirm.tn\ 

establlshed by industry committees. This protecUan 

tor· wcrkus will be- loat with !:he aClcption of the compact, 

U !lOW writtea. 


Al1:hough the Davis-Baeon Act ia 1'lOt: appll.oabl& to Puerto "I 
. Rioo, many _of i~ relat!ed statutes, such as the Nati.on·aJ. 
1!Ousinq Aet!~ 12 U.S.C... -171S(c) ctmt..a1n labor standards " ' 
'thai: apply directly to l"ue%toRico. '!'h~lDbor atanda:rd$' 
in these relat:ed acts are aimed prhRtrily at. preventing 

. eecnor.U.a disrupt:icn of the economy of a locality by 

insnrinCJ that. local. contracti1'lq fi=s are not: s1lbjeeted 

.UJ. tmfair eampetitiOQ from. ouUside the locality and pay 

WIlqes which are substandard fo: t.lt6 l.oca.lity in whioh t:he 


' Federal ~e works -.re to be const.ructed. ~e very 
dt.fficult!es that: Contjress souqht to reEedy in l!l31 t;fit..~ 
10 enactaust: of the Davis-Bacon Act; could Occrar in 

'. Puerto P..!co. 

oa:tJPA~XONA:L 1..UE'l"r A-"«fD- HEALTtt AC~ 
; .. ,. 

SfIct.iOJi 17 fa) oj! t:he cmapact would reserve to Puerto 

Rico exclusive jllrisdlction over tnatters related to 

ocaapational safety and hea1~'l. For Plmrto Ideo to ex

elude iu-eH ~ coverage under the Oecupa.~ional. safety 


. and Heal1:h Ao1:0f- l.970 id.tho'llt:. -harinq an equal~y e:f:!ecr...ive 
" p~am in its place would r.!Oftst1tute a grave disservice: 
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to i i:a worker... Seot:ion Ie of the Ao~ provides a viable 
rraaJ'ls· ttrtder wbJ..ch Puerto Rico could administer its own 
p:rogrcm a..'1.d obbinfina..~eial ass1stanoe f~ the Federal 
Goftrml'lent. section 1.8 provides ~t:. a state would have 
jm:isd!cticm under i.ta own law for any occupational and 
safet:y issue in which JlO !fbntlA-Xd is .in effaet under 
sect:.iDn 6 of t!.'1e Aci:. A state can asSt:Une respOrisibillt.y 
far 1:he c1evelopmaut: and enforcemeat of oceupaUonal safClty 
and health sUDdarQ. wb«r» a Fedenl standard l'.alJ been 
preuulqated WIder section 6. Gnmts are maCie to thesstates 
under secrt10n 23(9) f~ the purpose of atts!st1:Mj 1~ in 
adJA:i1l1si:el:!nq and eaforoiJl41 pJ:'Dgrlaa lor occupational. 
eday ancl health eont:a.!ned in $lute plane approved by 
the Secretary of J.mo~ P1lrSUa.Ct ~o aeet.ioa 18. TluUJ# if 
'the' Aot applied 1» Pl1ert.o ,ru.co ll i~ would have t...~e benefi~ 
o~ the Fedft'al. expertiS6 developed by, OSHA and NZOSR and, 
in addition, COQ.ld reee.ift 50 percent. fllndill9 for the 
iJapl.ementat1oa of its p~ fro. tile UhJ.ted states", 

:t'N'l?!m!lA'rIOHAL LABOR ()RGJ\!aZA~mNS 

Seet:.ion 2 of 'the. p:opose4 compact recognizes the jurisdiction 
and authcri:ty of the \1d.'tad St,a,1:es to coru:t"uet for~ip . 
af~. HGWe'\rer, sectd.oa 2 (8) proposes that Puerto lUco 
stulll bal.en~ t:o in~ti01'!a1 o~a'tiOfl. and rr.ake . 
unilateral ,non-poUtical agreements with ather countries. 

Tk pepaxtmen_ of State is charqed with the, ccmduct. of 

foz.ei9l1 affaincm behd..l of! the United stateS', inc-1.udin9 

participation in intemaUonal organizations.", By a9re~'t. 

with the State Depa:tt=en~. the Department e::f Lahar panicl..... 

pat.es in the fcJcu.llaUcn of polley with rf}spee~ to the. 

:tIli:ernational TAbor Organi:atiOl'l~ ':he rtf) is an in1!ernat.ional 

o%'qazd~t:1on .,bleb woulii be included in the proposal to 

pex:sd.t inde:penctcmt: ~h!p by Pt'Ierto ni.(IO.. 


Puerto- nioo'. pxeseni:- inability tc participate in inter
nct1:ional. ~zatdona relates to its sta't:ua as neither an
independent nat1.cn nor a territory, (so..~ il'lt-.rnatitmal 
OX'9aDizations peraie 't:errit:ories to be adf!d~ted to member
ship). IW, ilow9var" has not adopted Q system of gaS5CCiate
memlMtrship for S~:li:es which cannot. be adEli'tted to full 
n1elllDership.. Xn t1'..e past;, some polltical antities achieved 
full ' ~r$hip in ILO before aohievin~ full sovereignty, 
but one of the t:9qUirements Is that. the antity Wl~t ha'V8 
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~utonomy in labor mat-tars. At the present time, Puerto 
Rico does not. have such antonomy. Even under the compact 
as it is proposed, Puerto Rico would not. have autonomy 
over all aspects o~ labor matters related to Pn~Ito Rico 
and t.~us would- probably be excluded from :me~-rship in 
IW. Wh.il.e there are many ar9as in which international 
organizations operate in which it would be mntually 
advantageous to' Puerto Rico and the United State$ for 
Puerto Rico to pa..r-...!cipate, we woul.d be opposed to such 
partioipation without t.~e approval of the Executive Branch 
or the Ccngreas .. 

CIJ!'JCLUSION 

There- are many ot:."ler aspeots of the proposed co~.pact to 
which- we wou1d pose objactions ~r request clarificat.ions. 
Some of our objections are in areas not: directly related 
to labor laws and :I would de~er to those agencies which 
have a priJ:n..ary interest in the subjeot mat.ter. 

I am most concerned, however, ' ,-lith the impact on l'/orkers 
in Puerto Rico if the Federa~ labor laws are abrogated. 
I feel that the compact as it now st.ands is ambivalent as 
to the position which Puerto Rico wishas to maintain- in 
tI'lisreqard. It:. is my opinion that: 'Worki.'tlq :men and women 
will suffer irreparable harm sr~uld they he deprived of 
~he protection of Federal labor law9. TIecause of the many 
deficiencies lihich 1: see in t.lot.e compa.ot in this respect, 
I cannot endorse i~ in its present fo~_ 

Sincerely, 

;[olinT. Dunlop 

Secrotary of Labor 

LLC:SPPetters:btr 4/28/75 
N2429, x38065 
Rewritten:SPPetters:btr 5/2/75 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 


WASHINGTON. D.C. 20503 

NOV 11 1975 

HEMORANDUM TO 	 t1R. JAMES E. CONNOR 
Secretary to the Cabinet 

FROH: 	 Donald G. Ogil~ 

SUBJECT: 	 OHB recommendations re Ad Hoc Group 
Report on Puerto Rico 

This is in response to your October 23 request for comments 
and recommendations concerning the report of the Ad Hoc 
Advisory Group on Puerto Rico entitled, "Compact of 
Permanent Union between Puerto Rico and the U.S." We pre
viously had notified you we would need some additional time 
beyond your deadline of October 30 for comments and recommen
dations. The following comments and recommendations are an 
interim response to your request. They indicate a number of 
major policy questions which should be answered before the 
report of Ad Hoc Group is submitted to the President. 

We would note, at the outset, that in contrast to the 
extensive interagency review and coordination on questions 
concerning possible changes in the political status of the 
Trust Territory and Guam, OHB was not requested to provide 
its views on this proposed compact at any previous time. 
In fact, we question whether there has been any coordinated 
Federal agency involvement in the preparation of the proposed 
new compact. If there had been such involvement by OMB, many 
of the questions outlined below could have been addressed and 
resolved at a much earlier point of time. 

v~e believe this proposed compact should be given very 
deliberate consideration both because (1) it is proposed as 
a substitute for the present Federal Relations Act which 
defines the political, fiscal, national security and other 
fundamental relations between the U.S. and Puerto Rico and 
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(2) if recommended by the Executive Branch it would set 
numerous precedents which would have direct effects in 
ongoing negotiations with the Trust Territory of the 
Pacific Islands and the soon to be commenced discussions 
with the u.s. Territory of Guam. Further, transmission 
to the Congress of any recommendations for the revision 
of the present relations between the Federal Government 
and Puerto Rico inevitably will provoke comparisons with 
the Administration's proposed compact to establish a 
Commonwealth of the Northern Mariana Islands in the 
Western Pacific. 

We have only had time to make a quick review of the report 
without the benefit of the views of other agencies. However, 
even this quick look indicates at least the following major 
policy questions: 

1. 	 Why should the Administration agree to the proposal to 
extend to the citizens of Puerto Rico the right to vote 
for the President and the Vice President of the u.s.? 

Under the present Federal law, citizens of Puerto Rico 
generally are not required to pay Federal income or other 
taxes. The same situation exists in Guam, the Virgin 
Islands, American Samoa, and is proposed for the Common
weal th of the Northern !1ariana Islands. 

The Ad Hoc Group proposes that this exemption from 
Federal taxes be maintained but that the citizens of 
Puerto Rico be granted the right to vote for the 
President and Vice President. If this right were 
to be extended to them, it would raise the issue of 
extending that same right to u.s. citizens in the 
other named areas. 

2. 	 Why should the Administration agree to the proposed 
acceptance of a new, novel, term in American political 
relations ("Free Associated State~) to re-define Puerto 
Rico's status? 

If that term were accepted for Puerto Rico, could it 
also be applied to Guam, the Virgin Islands, American 
Samoa, or the Northern Hariana Islands? 
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3. 	 Why should the Administration agree to the proposed 
authority for the Free Associated State to participate 
in International Organizations? 

This is a proposal which has direct and immediate significance 
for proposals now under active consideration in the Executive 
Branch pertaining to requests by both Guam and the Trust 
Territory of the Pacific Islands to participate in Inter
national Organizations. The policy up until now for both 
these latter areas has been to oppose such participation. 

4. 	 Why should the Administration agree to the proposal that 
Puerto Rico " ....would levy, increase, reduce, or 
eliminate tariffs and quotas on articles imported 
directly from foreign countries or transshipped through 
the United States after prior consultation and coordinationII 

with Federal authorities? 

Once again, similar proposals are certain to be advanced by 
the other named areas. 

5. 	 Why should the Administration agree to the proposal to provide 
new authority under which Puerto Rico could import materials 
and articles duty free for subsequent shipment or sale to 
other parts of the United States customs territory provided 
the F.A.S. (free at side) shipping price includes at least 
33% value added in Puerto Rico? 

Guam and the Virgin Islands (but not Puerto Rico) under 
current law can make such duty-free imports provided F.A.S. 
price includes at least 50% value added in those areas 
(except for watches and watch movements for which recent 
legislation reduced the valued added requirement to only 
30%) . 

6. 	 Why should the Administration agree to the proposal that 
Puerto Rico be represented in the U.S. Con~ress by one 
representative in the House of Representatlves and one 
representative in the Senate? 

At present, Puerto Rico, Guam and the Virgin Islands 
and the District of Columbia each has only one represenative 
to the House. 
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Why should the Administration agree to the proposal 

that Puerto Rico would have the privilege to submit 

objections to the applicability to Puerto Rico of 

proposed bills or Federal rules, regulations, or 

orders before they are enacted or take final effect 

and if such objections are raised to require specific 

actions on them to determine whether the inclusion of 

Puerto Rico is essential and also whether it would be 

compatible with this proposed compact? 


Once again, comparable proposals by the other areas are 
likely to be requested if this proposal is accepted. 

~hy should the Administration agree to the proposal 

that Puerto Rico would have exclusive jurisdiction over 

all matters pertaining to minimum wages and working 

hours, except for the shipping and aviation industries, 

which would continue to be covered by appropriate Federal 

laws? 


Once again, we question whether this is a desirable 
precedent. 

believe the following steps need to be taken in reviewing 
report and recommendations concerning Puerto Rico: 

that the views provided to you by the Cabinet I ",. F0/f' 
,~ ~agencies be transmitted to OMB.. 

I /;;
Q: 

that OMB request the views on the report of other \~ :, 
Federal agencies not represented in the Cabinet; ~~ 

that OMB obtain estimates from all agencies of the 

potential impacts on the Federal budget of the 

proposed compact; 


that OMB work with the Office of Micronesian Status 

Negotiations and the Department of the Interior to 

develop a comparative analysis of the provisions of 

(1) this proposed compact; (2) the proposed Commonwealth 
of the Northern Mariana Islands; (3) the recommendations 
previously approved by the President for proposed changes 
in Guam's future political status; and (4) the present 
negotiating instructions for Ambassador Williams with 
regard to the five districts of the Trust Territory not 
included in the Northern Mariana Islands Commonwealth 
proposal. 

" 
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Based on these views, facts and analyses we could identify 
any other major policy questions as well as work to resolve 
the policy questions identified above which the Ad Hoc 
Advisory Group's recommendations raise. Realistically, 
it will take several weeks to complete this kind of effort. 
However, we believe such a review could be completed in time 
to determine whether or not to transmit the Ad Hoc Group 
recommendations to the Congress early in the next session. 

We strongly recommend that the Report of the Ad Hoc Advisory 
Group on Puerto Rico be given very deliberate consideration 
before the President makes any decision about whether or not 
to transmit it to the Congress because the proposed compact 
which it contains would fundamentally re-write the existing 
Federal Relations Act for Puerto Rico • 

• 




EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON. D.C. 20503 

Itwv 1;: 

HEMORANDUM TO 	 !-1R. JAMES E. CONNOR 
Secretary to the Cabinet 

Donald G. Ogilvie (c~·s;ed) Don.FROH: 

SUBJECT: 	 OHB recommendations re Ad Hoc Group 
Report on Puerto Rico 

This is in response to your October 23 request for comments 
and recommendations concerning the report of the Ad Hoc 
Advisory Group on Puerto Rico entitled, "Compact of 
Permanent Union between Puerto Rico and the U.S." We pre
viously had notified you we would need some additional time 
beyond your deadline of October 30 for cornnlents and recommen
dations. The following comments and recommendations are an 
interim response to your request. They indicate a number of 
major policy questions which should be answered before the 
report of Ad Hoc Group is submitted to the President. 

We would note, at the outset, that in contrast to the 
extensive interagency review and coordination on questions 
concerning possible changes in the political status of the 
Trust Territory and Guam, OHB was not requested to provide 
its views on this proposed compact at any previous time~ 
In fact, we question whether there has been any coordinated 
Federal agency involvement in the preparation of the proposed 
new compact. If there had been such involvement by OMB, many 
of the questions outlined below could have been addressed and 
resolved at a much earlier point of time. 

We believe this proposed compact should be given very 
deliberate consideration both because (1) it is proposed as 
a sUbstitute for the present Federal Relations Act which 
defines the political, fiscal, national security and other 
fundamental relations between the U.S. and Puerto Rico and 
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(2) if recomme~ded by the Executive Branch it would set 
numerous precedents which would have direct effects in 
ongoing negotiations with the Trust Territory of the 
Pacific Islands and the soon to be commenced discussions 
with the u.s. Territory of Guam. Further, transmission 
to the Congress of any recommendations for the revision 
of the present relations between the Federal Government 
and Puerto Rico inevitably will provoke comparisons with 
the Administration's proposed compact to establish a 
Commonwealth of the Northern Mariana Islands in the 
Hestern Pacific. 

We have only had time to make a quick review of the report 
without the benefit of the views of other agencies. However, 
eve~ this quick look indicates at least the following major 
policy questions: 

1. 	 Why should the Administration agree to the proposal to 
extend to the citizens of Puerto Rico the right to vote 
for the President and the Vice President of the u.s.? 

Under the present Federal law, citizens of Puerto Rico 
generally are not required to pay Federal income or other 
taxes. The same situation exists in Guam, the Virgin 
Islands, American Samoa, and is proposed for the Common
wealth of the Northern !~ariana Islands. 

The Ad Hoc Group proposes that this exemption from 
Federal taxes be maintained but that the citizens of 
Puerto Rico be granted the right to vote for the 
President and Vice President. If this right were 
to be extended to them, it would raise the issue of 
extending that sane right to u.S. citizens in the 
other named areas. 

2. 	 Why should the Administration agree to the proposed 
acceptance of a new, novel, term in American political 
relations ("Free Associated State") to re-define Puerto 
Rico's status? 

If that term were accepted .for Puerto Rico, could j.t 
also be applied to Guam, the Virgin Islands, American 
Samoa, or the Northern Hariana Islands? 
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3. 	 Why should the Administration agree to ~he proposed 
authority for the Free AssocIated state to participate 
in International Organizations? 

This is a proposal which has direct and immediate significance 
for proposals now under active consideration in the Executive 
Branch pertaining to requests by both Guam and the Trust 
Territory of the Pacific Islands to participate in Inter
national Organizations. Th~ policy up until now for both 
these latter areas has been to oppose such participation. 

4. 	 Why should the Administration agree to the proposal that 
Puerto Rico "... . would levy, increase, reduce, or 
eliminate tariffs and quotas on articles imported 
directly from foreign countries or transshipped through 
the United Stat.es after prior consultation and coordinationII 

with Federal authorities? 

Once again, similar proposals are certain to be advanced by 
the other named areas. 

5. 	 Why should the Administration agree to the proposal to provide 
new authority under which Puerto Rico could import materials 
and articles duty free for subsequent shipment or sale to 
other parts of the United States customs territory provided 
the F.A.S. (free at side) shipping price includes at least 
33% value added in Puerto Rico? 

Guam and the Virgin Islands (but not Puerto Rico) under 
current law can make such duty-free imports provided F.A.S. 
price includes at least 50% value added in those areas 
(except for watches and watch movements for which recent . !" . 

legislation reduced the valued added requirement to only .... .0/'6>\ 
30%) • -,

:T.I 

6. 	 \-\Thy should the Administration agree to the proposal that:· 
Puerto Rico be represented in the u.s. Congress by one 
representative in the House of Representatives and one 
representative in the Senate? 

At present, Puerto Rico, Guam and the Virgin Islands 
and the District of Columbia each has only one represenative 
to the House. 

• 
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7. 	 Why should the Administration agree to the proposal 
that Puerto Rico would have the privilege to submit 
objections to the applicability to Puerto Rico of 
proposed bills or Federal rules, regulations, or 

8. 

We 
the 

1. 

2. 

3. 

4. 

orders before they are enacted or take final effedt 
and 	if such objections are raised to require specific 
actions on them to deterraine whether the inclusion of 
Puerto Rico is essential and also whether it would be 
compatible with this proposed compact? 

Once again, comparable proposals by the other areas are 
likely to be requested if this proposal is accepted. 

~lhy should the Administration agree to the proposal 
that Puerto Rico would have exclusive jurisdiction over 
all matters pertaining to minimum wages and working 
hours, except for the shipping and aviation industries, 
which would continue to be covered by appropriate Federal 
laws? 

Once again, we question whether this is a desirable 
precedent. 

believe the following steps need to be "taken in reviewing 
report and recommendations concerning Puerto Rico; 

that the views provided to you by the Cabinet 
agencies be transmitted to or'lB. 

I 

that OMB request the views on the report of other 
Federal agencies not represented in the Cabinet; 

that OMB obtain estimates from all agencies of the 
potential impacts on the Federal budget of the 
proposed compact; 

that OMB work with the Office of Hicronesian Status 
Negotiations and the Department of the Interior to 
develop a comparative analysis of the provisions of 
(1) this proposed compact; (2) the proposed Commonwealth 
of the Northern Mariana Islands; (3) the recommendations 
previously approved by the President for proposed changes 
in Guam's future political status; and (4) the present 
negotiating instructions for Ambassador Williams \vi th 
regard to the five districts of the Trust Territory not 
included in the Northern rvlariana Islands Commonvlealth 
proposal. 
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Based on these views, facts and analyses we co~ld identify 
any other major policy questions as well as work to resolve 
the policy questions identified above which the Ad Hoc 
Advisory Group's recorrmendations raise. Realistically, 
it will take several weeks to complete this kind of effort. 
However, we believe such a review could be completed in time 
to determine w~ether or not to transmit the Ad Hoc Group 
recommendations to the Congress early in the next session. 

We strongly recommend that the Report of the Ad Hoc Advisory 
Group on Puerto Rico be given very deliberate consideration 
before the President makes any decision about whether or not 
to transmit it to the Congress because the proposed compact 
which it contains would fundamentally re-write the existing 
Federal Relations Act for Puerto Rico • 

• 
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