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Memorandum
To: Nancy Soderberg | ~ Date: February 22, 1993

From: Jeffrey Farrow

Re: in : ico_Com 1

The economic plan proposal to 1imit the tax examption on
corporate income from insular areas will not only strengthen the
~ argument for statehood against the current commonwealth
- arrangement in Puerto Rico, it will also strengthen the argument
for free assoclation to replaca the current commonwealth.

The minority of the commonwealth party that advocates free
assoclation (a relationship based upon mutual agreement and
sovereignty) will point out that the two states in free :
association with the U.S., the Marshall Islands and Micronesia,
have a guarantee against the proposed limitation in their
international agreement with the U.S.

The majority leadership of the commonwealth party, including
Democratic State Chair Hernandez Agosto, has felt that promoting
free association is a serious political liability for the party
because many Puerto Ricans eguate it with independence. The 936
proposal will weaken them, however, since it will show the
unreliability and lack of power of commonwealth as it is. -

Meanwhile, statehooders who want to use the proposal to defeat
commonwealth in the planned referendum this year and eliminate
the greatest economic impediment to statehood -- like Congressman
Romero Barcelo, are flexing their muscles vis a vis leaders who
are more concerned about the severe near-term adverse economic
impacts -~ like Governor Rossello's chief of staff, Cifuentes.

How this is resolved will be a major factor in congressional
consideration of changes to the proposal, which commonwealthers,
some statehooders, and 936 companies are trying to stimulate
directly through Hill contacts and indirectly through Puerto
Rican communities in the states. A key strategy meeting is
planned for Thursday.
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Confidential &>
 MEMORANDUM ~

Tot Nancy Soderberg Date:  February 27, 1993

From: Jeffrey Farrow

Re: Puerto Rico Matters Regﬁirigg Action

This is to note some of the priority matters regarding Puerto
Rico which need to be acted upon soon.

o0 The President’s regcrted promise to Representative Serrano to

state that he will encourage acceptance_of whatever status Puerto
Ricans choose. This is particularly important in light of the

plans of Puerto Rico’s new statehood leaders to hold a referendum

this year and the expectation that the majority will be for

statehood. An interpretation that the promise supported the

referendum plan was of interest because of the uncertain position

of commonwealth Democrats on it. Finally, the commitment seemed

to go beyond the campaign pledge to work for congressional action
. on the choice.

0 The President’s reported promise to Representative Gutierrez to
consider all the ramifications related to Puerto Rico of limiting

" the exemption on corporate income from the island (Sec, 936.) The
possible ramifications include: increased support for statehood
at the expense of commonwealth; an increase in the 17% jobless

~ rate; general economi¢ decline as well as major problems for many
business sectors (in addition to the intended pharmaceutical
companies;) reduced investment in Caribbean Basin Initiative
countries; decreased government revenues; increased migration to
states; and increased demands for social programs funding.

o0 The reported White House intent to rescind Bush’s last minute
revision of the basic Executive Branch policy regarding Puerto

Rico. The Bush directive put the President in the middle of the
status debate. Commonwealthers want the previous policy issued by .
President Xennedy reinstated, statehooders want the Bush policy

to stand, and there are Democrats on both sides. The new policy
undermines commonwealth as Puerto Ricans approach a status

cholce. It also contradicts the longstanding U.S. defense against
annual efforts in the U.N. to reclassify the island as a colony.

o An expected reguest from Governor Rossello, supported by
Members of Conqress, to revise the economic plan proposal to
limit Sec. 936. Rossello is willing to eliminate excessive tax
benefits (in relation to jobs) enjoyed by pharmaceutical firms;
but hopes to preserve the incentive as much as possible. A
critical element is $15 billion in 936 profits reinvested in the
island and the region. Some statehooders like Resident
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Commissioner Romero, though, are willing to accept more severe
economic adjustments to advance the statehood cause and this will
complicate the matter. The effort to promote a compromise could
include enlisting support in U.8. communities and the Caribbean,

o The treatment of Puerto Rico under the health care injtiative
Puerto Rico provides seriously inadequate health care, in part
because of limited Medicaid funding ($79 million in FY /92 versus
$1.12 billion it would have received as a state.) It has six of
the 10 hospitals in the nation with the worst incidence of infant
mortality and one of the highest neonatal mortality rates among
Hispanics. It has the second highest AIDS rate in the country
with the fastest rate of growth but cannot provide A2T. It
provides less in services to the needy, including pregnant women,
infants, the aged, and the disabled. Romero wants some of the $7
billion which are projected to be raised by the economic plan’s
936 proposal used to pay for more equitable treatment,

o The treatment of Puerto Rice under the welfare reform .
initiative. Puerto Rico also only receives a tiny fraction of the

funds for its needy that it would receive as a state under AFDC
and SSI. The limitation means that human needs go unmet, provides
an incentive to the poor to move to the states, and results in
support for statehood. The disparity in Puerto Rico’s treatment
under food stamps is not as great (about two-thirds of state-like
treatment) but is also an issue that may have to be considered in
a welfare reform proposal. The gap between the island’s treatment
under the programs and state-like treatment is $2 billion a year.

In concluding, let me point out that the items above are only
those matters on which there is an urgent or compelling need to
act. This is not intended to be a comprehensive list of issues.



MEMORANDUM

TO: Carol Rasco

. Robert Rubin ; ;
Pat Griffin
Christine Varney
Joe Valazquegz '
Kevin O’Keefe

FROM: Marcia Hal

DATE: January 11, 1994

nd materials that you may find helpful for
our<Plerto Rito _meeting tomorrow. The meeting is at 10:00
A.M. in™m ice and should run no longer than half an
hour. You can call Jessica in my office with any questions
(6-7060) .
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H.S. Bouge of Representatives

Committee on Natural Resources
@Washington, BL 20515-6201

December 9, 1993

The Honorable Marcia Hale
Assistant to the President

for Intergovernmental Affairs
The White House
Washington, D.C. 20500

ﬁear Ms. Hale:

As you know, the plebiscite that Puerto Rico held November 14th
petitioned the federal government for certain developments in the
Commonwealth's current relationship with the United States.

As I am sure you also know, the President and the Congress have
an obligation to seriously consider the decision that the people
of Puerto Rico made through that act of self-determination.

I am pleased that our President recognized this duty even before
the voting in commitments to respect the will of Puerto Ricans
regarding their political status and a pledge to make the present
situation work better for them if that is what they chose. I have
already informed my colleagues of the responsibility that they
face.

The Subcommittee on Insular and International Affairs, which has
jurisdiction over matters relating to Puerto Rico, will conduct a
hearing at the beginning of the next Session of the Congress to
explore how the federal government can constructively respond to
the wishes expressed by some 1.7 million U.S. Citizens.

Since you have been designated as the primary point of contact
regarding Puerto Rice within the Administration, I want to alert
you to the need for a representative of the Executive Branch to
appear to make recommendations on the measures that the federal
government should take in reaction to the results of the
plebiscite. Leaders of Puerto Rico will also be invited.

In closing, let me note that I have enclosed thoughtful
suggestions that some of the nation's newspapers made about the
necessity of addressing Puerto Rico's fundamental problems.

and Inpérnational Affairs



Proposed Enhancements to the Commonwealth Relationship

mnvestment.

The vote in favor of continuing the Commonwealth relationship gave the Popular
Democratic Party a mandate to propose to the U.S. President and Congress legislative changes
designed to promote greater equality between the U.S. citizens in Puerto Rico and residents in
the 50 states. In addition, it was a mandate to seek opportunities to promote greater economic
development through effective economic tools that promote self-sufficiency, employment and

These two concepts, equality for citizens and economic development, were

encapsuled in four specific enhancements approved by the voters with their vote for

Commonwealth:

)

@

As part of welfare reform, to implement the existing federal policy of granting
full participation in federal nutritional assistance programs, so that the U.S.
citizens in Puerto Rico are not treated less fairlv than even non-citizens who

feside i e DU Sidies.

In 1981, during Ronald Reagan’s first year in the White House, the
traditional food stamp program for Puerto Rico was terminated and
replaced by the Nutritional Assistance Program (“NAP”) “block grant,”
which severely reduced, at a capped level, the level of funding for the
program. During the ensuing decade of Republican Presidents, it was not
possible to fully rectify this inequity and Puerto Rico’s participation in the
national program has consistently declined.

In the 1990 Farm Bill, Congress established as policy that “the citizens in
the Commonwealth of Puerto Rico should be safeguarded against hunger
and treated on an equitable and fair basis with other citizens under Federal
nutritional assistance programs.” Unfortunately, the current levels of
funding for the NAP still do not provide such “equitable and fair” funding
for the U.S. citizens in the Commonwealth.

To assure equal treatment for the poor elderly and handicapped who reside on the
Island by eliminating the current disparate treatment effected by the Supplemental
Security Income program.

. &

The SSI program currently provides greater protection to aliens residing
in the United States than to U.S. citizens residing in Puerto Rico. This
inequitable treatment has resulted in great hardship to the poor elderly and
handicapped in Puerto Rico and to those Puerto Ricans residing on the
mainland who have not been able to move back to Puerto Rico because
they would lose these benefits.

To reformulate Section 936 of the U.S. Internal Revenue Code in order to create
more and better jobs in Puerto Rico.



] Considering the drastic changes to Section 936 in the 1993 Budget
Reconciliation Act, it is essential to obtain a commitment from the
President to evaluate the effect of these changes on Puerto Rico's
economy and to look at other types of investment incentives that can
promote the continued economic progress of the Island.

(4)  To obtain special protection for Puerto Rico’s main agricultural products by
obtaining a tariff-imposing authority similar to the one that currently exists for
coffee.

. Many mainland agricultural industries obtained special protections as part
of the legislation on the North American Free Trade Agreement. Puerio
Rico’s main agricultural crops deserve similar protections from low-cost
imports. One way to etfect such protections is to extend to other tropical
crops the taritf-imposing authority available for Puerto Rican coffee since
1930.

In addition to these four points, Commonwealth seeks a renewed affirmation of
the democratic, non-colonial nature of the relationship. Commonwealth means the preservation
of the identity of the Puerto Rican people, their language and their culture, in a framework of
common citizenship, common defense, common currency, a common market and common
loyalty to democratic values. This relationship is based on mutual consent and is governed by
the compact entered into in 1952. In recent years, Republican Presidents and other Statehood
supporters have sought to erode the original understanding of the existence of a compact between
Puerto Rico and the United States. They have labeled the Commonwealth of Puerto Rico a
“territory” subject to the plenary powers of Congress and raised fears that the U.S. citizenship
of Puerto Ricans may be revoked by Congress.

The nature of the Commonwealth relationship can be reatfirmed through a
Presidential Memorandum, which would revoke the one issued by President Bush in the last few
weeks of his administration and would clearly set the understanding of the bases of the
Commonwealth relationship as non-colonial and democratic.
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Washington Post

Stateless in San ]uan

Rican politics has been the so-called status

FORYEARSthe principal xssuemPue:to
question. Is the island better off in the:

.‘} i "oi“n, £ i\ ”‘

Btdxey&:ndth&emy Ifbaleﬁtswun‘.up.
. Wages would fikely have-t0 be increased to match,
Iahurmmﬁmth&xshndmldhse :

competi-
constitutional halfway house it currently occupies as ™ rmmjmwmmm,

a "commonwealth,” or should it try to become a state?
- That's what divides the two major island political .
parties. The plehiscite last Sunday can’t have been a'’
great comfort to either. Commonwealth
anly by 48 perrent to 46 percent. The voters are split;
the fight will go an. For now, however, a pluraiity
Erecte s the My bonch s pariy g
greater s pro n
Statehood would mean tremendous economic
change for Puerto Rico. It's anything but clear that the
dnngewuuldhefarmehen‘zr The island now is a
mar enterprise zome. Mainland companies are given
ahnmmmnnﬁmnkiﬂmyhﬁﬂphMSmathgnt
because of the fure of this tax break, Puerto Rico has a

kigh per capita mcome by Latin American standards,
* lost, just as the commonwealthers also lost when

At the same time, more than half the population is
officially poar by mamiand standards..
Ifﬂuexshndmmbemmeastatemawwﬂhan
others, it would lose the tax advantage (already
reduced last simmer). Puerto Ricans would also have
to pay feders] income taxes, which they don’t now. At
the same time, they would presumably become enti-
tled to full federal welfare and related benefits, which
they also aren’t now; bepefits currently are linmted,

won—but  °

estimated that the unemployment rate, already too
hgh.mﬁmchaqmuf.ﬂxewmkmm '
m.ehmdmhvm’tmlly@nedwthnwtheymﬂ _
conimionwealthers also argue that -
mwmﬁnwmo{maﬂmﬂ

identity.
Thesmdmdas'lm&:gmngmnmmﬁm

- commonwealth- status is politically unjust. Puerto Ri-

mmﬂsmmmm&mﬂm
are subject to ather federal law and yet can't vote in
mmmmsmmma
state—hut that's the bargan that the voters

last Sunday. Itm‘tdeatﬂnt(hng:m

been receptive to a statehood petition anyway.
The plebiseite was 3 gamhbie by the statehood
party now in power on the island. statehooders

they tried to lock up the issue a couple of years ago
when they were in power. The lessan may be to
leave status alone for 3 while g8d work on the
island’s other prohlems. Status aside, what should
U.S. palicy be toward Puerto Rico, and bow well do
present policies fulfill the federal obligation? That's

the right question.
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' The close vote in Puerto Rico favoring contin-
.ued commonwealth status rather than statehood
will be greeted with relief In Washington. It spares
Congress from deciding how and whether to admit a
.Spanish-speaking island to the Union. A

, Gov. Pedro Rossello’s New Progressive Party
hoped that Sunday's nonbinding referendum would
build momentum for Puerto Rico’s admission as
the 51st state. But this course was preferred by only
46 percent of the voters, compared with 48 percent
{dr commonwealth status and 4 percent for inde-
pendence. That cflectively sidetracks the statehood
campalign, at least for now.

+ Yet the plebiscile does not resoclve a more
fundamental question: Is Puerto Rico a colony?
The honest answer {s yes and no.

+ Puerto Rlco is clearly a willing subordinate.
. President Clinton, and maost mainlanders, agree
that the islanders themseives should be free to
choose their flnal status. And overwheimingly,
Puerto Ricans favor one of two forms of association
with the United States; there is no clamor for
irjdependence. In 1952 Congress approved common-
wealth status, and a year later Washington persuad-
cd the United Nations to take Puerto Rico off its list
of colonies. -

v Even so, in vital respects Puerto Rico remains
a! dependent ward. Under commonweaith status
Puierto Ricans are U.S. citizens, to a point. They can
settle anywhere on the mainiand, and on the island

Pl

+++ WHITE HOUSE

New York Times

tierto Rico Chooses, for Now

they elect their Governor and legisiature. But be-
cause Islanders pay no Federal income taxes, they.
do not elect U.S. senators or representatives or vote:
for President.,

This arrangement, sweetened by other tax
breaks, has spurred investment from the mainland,.
created jobs and raised wages, a boon that doubt-
less caused many Puerto Ricans to prefer remain- |-
ing in a familiar haifway house to the risks of
economic pain with any change.

But Puerto Ricans are reminded of their dimin-
ished citizenship when Washington gives short
shrift to their petitions. The Treasury Department
barely consuited {slanders this year in proposing:
elimination of Federal tax incentives that Puerto |
Ricans deem essential ta their economy. Twice
since 1953, Puerto Ricans petitioned Congress for
changes to enhance commonweaith status; Con-
gress did nothing. Nor could {t agree two years ago
on a piebiscite whose results woutd be binding.

Many who voted for continued commonwealth |.
status did so to protect Puerto Rico’s distinct cul-
ture {rom homogenization into the English-speak-
ing mainland. This choice of cultural autonomy
short of national Independence deserves respect in
8 world groping with the dilemmas of self-determi.
nation. Now that Puerto Rico has volced its prefer-
ence, it is incumbent upon Washington to react
more sensitively to Puerto Rican requests and to
continued exploraton of the isiand’s status.

@oo4
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New York Daily News

What now for
Puerto Rico? . ..

-

Concmsss HEAVED a sigh of rellef when votars is Puer-

to Rico narrowly rejected petitioning for statehood in fa-

vor of remaining a United States commonwealith. The re- =

sults of Sunday's referendum, though, don’t mean that all is
well between Puerto Rico and the U.S. The relationship will
not be sound until the island moves toward greater autonomy
and less economic dependence. : . .

The Puerto Rican statehood movement is driven by powerfil’
forces — g sense of second ciass status and feelings of lost iden-

tity, among them. Impatience at having citizenship but not the

right to vote in federal elections or any true representation in

Washington is widespread even among those who voted for the .

status quo. Their hailots were cast for economit¢ reasons: State-
hood wouidmean having to pay federal income tax while lo

- much of the assistance that has elevated Puerto Rico, pooras it

is, aver other islands.

'The mission now is to chart a courze that maoves Puerto Rico
toward seif-sufliciency. The effort will have to be made jointly
by the island’s leadership and Congress, but early movements
do not bode well. Those who supported maintainiag Puerto
Rico as a commonwealth are proposing an “enhanced eommon-
wealth” status, whose components leave g lot to be desired. It
anything, they’d lucrease the island’s dependency.

The “enhancement™ goes no furtber than asking Congress to
restore tax breaks to mainlsnd and foreign companies invest-
ing in Puerto Rico, to impose tari{ls on some imported agricul-
tural products, and to make Puerto Ricans eligible both for
Supplemental Security Income, a federal aid program for the
elderly and handicapped. and full food stamp benefits. The cost
of the latter two alone would be $1.6 biilion annually. Even in
good times Washington would balk

A real "enhanced commonwealth” proposal would include
ideas such as allowing Puerto Rlco to initiste its trade relations

- with other countries and lo participate in regional economic

organizations. It ‘would also seek to give Puerto Rico greater
control over its own borders. The more the island is encour-
aged to go it alone, the better ofl it will be in the long ran.

November 17,1993

@oos
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THE PRESIDENT HAS .SEEN

Slealtor oD
MEMORANDUM
\\
To: The ‘deht
From: Nancy Hernreich
Date: February 16, 1994 @’L

L .

Beryl Anthony sent you a statement concerning Puerto Rico, which he said he
discussed with you recently. Marcia Hale said we must be very careful, that
we must weave a very thin path. According to Marcia, there is an explosion in
the making. A former client of Harold Ickes is working in favor of the
Statehood Party; Beryl is for the Commonwealth Party. There are definitely
two sides to this issue, and Marcia will have a memo to you before the end of
the week about Puerto Rico. Do you have any guidance for her?




A
b ghre, B g

WINSTON & STRAWN [- /h ‘e

*
FREDERICK H. WINSTON (1853-1886) 1400 L STREET, NW. z . ( ? CHICAGO OFFICE
SILAS H. STRAWN (1891-1846) WASHINGTON, DC. 20005-3502 35 WEST WACKER DRIVE
. CHICAGD, ILLINOCIS 80601
{312} 558-5600
{202) 373-5700
NEW YORK OFFICE
BERYL F ANTHONY, JR. FACSIMILE (202) 371-5850 175 WATER STREET
NEW YORK, NY 10038-4881
wom et MEMORANDUM @2y 2892500
TO: Nancy Hernreich

Deputy Assistant to the President
The White House

FROM: Beryl F. Anthony, Jr.
DATE: February 10, 1994.

RE: Statement for the President

I spoke with the President last night about the Puerto
Rico issue and he instructed me to draft a statement for him and to
send it to him through you. The statement is attached; please
deliver it to the President.

Thank you very much. Best persohal regards.
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FREDERICK H. WINSTON (1853-1886} . 1400 L STREET, NW. CHICAGO OFFICE
SILAS H. STRAWN (1891-1346) WASHINGTON, DC. 20005-3502 : 35 WEST WACKER DRIVE
: GHICAGO, ILLINOIS 60601

: 312} 558-5600
. (202) 371-5700 @2

NEW YORK OFFICE

BERYL F. ANTHONY, JR. FACSIMILE {202} 371-5950 175 WATER STREET
{202) 371-5754 | NEW YORK, NY 10038-3881
: (212} 269-2500

February 10, 1994

The Honorable William J. Clinton
The White House
Washington, DC 20500

Dear Mr. President:

As we discussed last night, I am enclosing a proposed
draft of a Presidental statement or press release regarding the
vote in Puerto Rico and your commitment to studying the various
proposals that have been presented to the White House. Our
Democratic friends in Puerto Rico are very enthusiastic about your
willingness to move forward on the results of the referendum vote.

We ‘have made this statement very simple so that it can be
approved and released as soon as possible. I have also enclosed a
two-page summary of the proposals presented by the Popular
Democratic Party. These proposals should be the starting point of
the proposed task force’s discussions.

Thank you very much for your interest in this most
important matter. ’ '

Very Truly Yours,

Ber F. hony, Jr.

BFA/ang
Enclosure



PRESIDENTIAL STATEMENT

On November 14, 1993, the U.S. citizens of the
Commonwealth of Puerto Rico exercised their right to self-
determination and voted in a three-way referendum to continue the
Commonwealth relationship. ' The Commonwealth relationship was
established in 1952 as a compact based on mutual consent. Its
democratic nature has once again been reaffirmed through this
referendum vote.

The supporters of the Commonwealth are committed to
further develop this relationship with the United States. They
have presented to me proposals designed both to promote greater
equality between the U.S. citizens in Puerto Rico and residents in
the 50 states and to increase the opportunities for economic
development in Puerto Rico. Before the referendum vote, I stated
that I was committed to do my best to make the Commonwealth "work
better." Today, I want to reaffirm my commitment to work on these
proposals.

To this end, I am pleased to announce that I am forming
an inter-agency task force that will work directly with
Commonwealth supporters to find ways to make the goals of greater
equality and economic development a reality for the U.S. citizens
in the Commonwealth of Puerto Rico.

This task force will be headed by and
comprised of members of the Departments of Agriculture, Commerce,
Health and Human Services, and Treasury and by members of the White
House staff. ,




Proposed Enhancements to the Commonwealth Relationship

The vote in favor of continuing the Commonwealth
relationship gave the Popular Democratic Party ("PDP") a mandate to
propose to the U.S. President and Congress legislative changes
designed to promote greater equality between the U.S. citizens in
Puerto Rico and residents in the 50 states. In addition, it was a
mandate to seek opportunities to promote greater economic
development through effective economic tools that promote self-
sufficiency, employment and investment. These two concepts,
equality for citizens and economic development, were encapsuled in
four specific enhancements approved by the voters with their vote
for Commonwealth. The PDP presents the following proposals to
initiate a dialogue as to how the goals of equality and economic
development can best be achieved within the existing budgetary
constraints and the national agenda:

(1) As part of welfare reform, to implement the existing
federal policy of granting full participation in federal
nutritional assistance programs, so that the U.S.
citizens in Puerto Rico are not treated less fairly than
even non-citizens who reside in the 50 states.

. In 1981, during Ronald Reagan’s first year in the
White House, the traditional food stamp program for
Puerto Rico was terminated and replaced by the
Nutritional Assistance Program ("NAP") ‘"block
grant," which severely reduced, at a capped level,
the level of funding for the program. During the
ensuing decade of Republican Presidents, it was not
possible to fully rectify this inequity and Puerto
Rico’s participation in the national program has
consistently declined.

In the 1990 Farm Bill, Congress established as
policy that "the citizens in the Commonwealth of
Puerto Rico should be safeguarded against hunger
and treated on an equitable and fair basis with
other citizens under Federal nutritional assistance
progranms.” Unfortunately, the current levels of’
funding for the NAP still do not provide such
"equitable and fair" funding for the U.S. citizens
in the Commonwealth.

(2) To assure equal treatment for the poor elderly and
handicapped who reside on the Island by eliminating the
current disparate treatment effected by the Supplemental
Security Income program.

° The SSI program currently provides greater
protection to aliens residing in the United States
than to U.S. citizens residing in Puerto Rico.
This inequitable treatment has resulted in great



hardship to the poor elderly and handicapped in
Puerto Rico and to those Puerto Ricans residing on
the mainland who have not been able to move back to
Puerto Rico because they would lose these beneflts.

(3) To reformulate Sectlon 936 of the U.S. Internal Revenue
Code in order to create more and better jobs in Puerto
Rico.

. Considering the significant changes to Section 936
in the 1993° Budget Reconciliation Act, it is
essential to evaluate the effect of these changes
on Puerto Rico’s economy and to evaluate
adjustments that may generate additional employment
and investment.

(3) To obtain special‘ protection for Puerto Rico’s main
agricultural products by obtaining a tariff-imposing
authority similar to the one that currently exists. for
coffee.

. Many mainland agricultural industries obtained
special protections as part of the legislation on
the North American Free Trade Agreement. Puerto
Rico’s main agricultural crops deserve similar
protections from low-cost imports. One way to
effect such protections is to extend to other
tropical crops the tariff-imposing authority
available for Puerto Rican coffee since 1930.

In addition to these four points, Commonwealth seeks a
renewed affirmation of the democratic, non-colonial nature of the
relationship. Commonwealth means the preservation of the identity
of the Puerto Rican people, their language and their culture, in a
framework of common citizenship, common defense, common currency,
a common market and common loyalty to democratic values. This
relationship is based on mutual consent and is governed by the
compact entered into in 1952, In recent years, Republican
Presidents and other Statehood supporters have sought to erode the
original understanding of the existence of a compact between Puerto
Rico and the United States. They have labeled the Commonwealth of
Puerto Rico a "territory" subject to the plenary powers of Congress
and raised fears that the U.S. citizenship of Puerto Ricans may be
revoked by Congress.

The nature of the Commonwealth relationship can be
reaffirmed through a Presidential Memorandum, which would revoke
the one issued by President Bush in the last few weeks of his
administration and would clearly set the understanding of the bases
of the Commonwealth relationship as non-colonial and democratic.

i

-2



WINSTON & STRAWN
1400 L STREET, NW
WASHINGTON, DC 20005-3502

Telephone: (202) 371-5700 DATE: February 10, 1994 Facsimile: (202) 371-3850

FACSIMILE TRANSMISSION

PLEASE DELIVER THE FOLLOWING PAGE(S)

TO: Nancy Hernreich' ‘

FIRM: The White House !
FAXH: 24562883 :
FROM: Beryl F. Anthony

PHONE : 371-5754 ‘
TOTAL H OF PAGES (INCLUDING COVER SHEET): 6
SUBJECT: Presidential Statement

COMMENTS :
Please deliver RUSH. Thanks.

The information coatained in this facsimile message is attorney privileged and confidential information intended
only for the use of the individual or entity named above. If the reader of this message is not the intended
recipient, or the employee or agent respounsibie to deliver it to the intended recxplent you are hereby notified
that any dissemination, distribution or copying of this communication is strictly prohxblted If you have
received this communication in error, please immediately notify us by telephone, and return the original
message to us at the above address via the U.S. Postal Service. Thank You.

If you do not receive all the pages, please call our facsimile operator at (202) 371-5881 as soon as possible.
Thank you. ‘
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1202) 374-5700

Wi W vt MERCE

BERYL £ ANTHONY. IR FACSIMILE (202} 371-5850 ) 176 WATER ATAFCT
r : NEW YOPIT NY 1000
{202) 3744704 mqmg! o )ﬁmx '
701 Nancy Hernreich

Deputy Assistant to the President
The white House

FROM: Reryl F. Anthonf, Jr.
DATE: Pebruary 10, 1994
RE: Statepent for the President

I spoke with the President last night about the Puerto
Rico issue and he instructed me to drafft a statement for him and to
send it to him through you. The statement is attached; please
deliver it to the President.

‘Thank you very much. Best personal regards.
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(212) 292300

February 10, 1994

The Honorable wWilliam J. Clinton
The White House
Washington, DC 20500

t

Dear Mr. President: |

As we dicoussed laast night, I am enclosing a proposed
draft of a Presidental statement or press release regarding the
vote in Puerto Rico and your commitment to studying the various
proposals that have been presented to the White House. our
Democratic friends in Puerto Rico are very enthusiastic about your
willingness to move forward on the results of the referendum vote.

We have made this statement very simple so that it can be
approved and released as soon as possible. I have algo enclosed a
two-page summary of the proposalas presented by the Popular
Democratic Party. These proposals should be the starting point of
the proposed task force’s discussions.

Thank you very nuch for your interest in this most
important matter.

very Truly Yours,

-
e

BexryI'F. ﬁony, Jr.

BrA/ang
Enclosure
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Points on Nutrition Programs in Puerto Rico:

-- Puerto Rico receives a Nutrition Assistance Block Grant which is separate
from the Food Stamp Program. In addition to the block grant, Puerto Rico
participates in other USDA feedmg programs mcludmg the Child Nutrition
and WIC programs.

-- The President’s fiscal year 1985 budget funds the Puerto Rican Block grant at
the full level authorized by law - $1,143,000,000, an increase of $64 miliion or
6% over the 1994 level. f

-- Puerto Rico will also benefit from other Administration nutrition Initiatives,
~ including the commitment to fully fund the WIC program.

The paper points out that the Food, Agticulture, Conservation and Trade Act of
1890 (FACT) established a policy that “the citizens in the Commonwealth of
Puerto Rico should be safeguarded against hunger and treated on an equitable
and fair basis with other citlzens under Federal nutritional assistance
programs.” The paper goes on to point out that the current funding levels of
the Nutrition Assistance Pragram for Puerto Rico (NAP) "still do not provide
such ‘equitable and fair' assistance for the U.S. citizens in the Commonweaith."

« The FACT Act established the a‘bove policy as a preface to establishing the
authorized limits for NAP. As indlcated above NAP is funded at the full
authorized level.

+ The FACT Act also required GAO to compiete a study about the nutritional
needs of Puerto Rico to determine the Iincidence of inadequate nutrition, as
well as to ses If the situation had changed when the food stamp program
ended In Puerto Rico and NAP was implemented. GAO completed the report

. In August of 1992 and concluded that:

-- Over the past 50 years, nutritional status 61 Puerto Ricans has improved,
although very recent data was not availabie.

- There was Insufficient data to determine the extent to which Puerto Rican
nutritional status might have changed when NAP was Implemented in lieu
of food stamps.

-- GAO aiso determined that the food stamp program would have cost from
$100 million to $400 million more then NAP. Depending on the economic
conditions prevaiiing In Puerto Rico and other assumptions about
participation and benefit levels, the costs could be higher in 1995
(Subsequent to the report, Congress increased the NAP authorized level.)
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Should the Sgpplemental Schfxty Income (58I) program be extonded
to Puorto Ricoe? |

o Extending SSI to Puerto cha would equalize treatment of the
poor aged, blind, and disabled in Puerto Rico and the States.
Many Puerto Ricans living in the States would like to move back
to Puarto Rico but cannot wlnhou: losing their SSI benefits.

© Duerto Rf{cans are U.S. citisens. Roncitizens rasiding in the
States get SSI but citizens in Puerto Rico cannot.

Rissusalon |

o Instead of SSI, the program of Aid to the Aged, Blind, or
Disabled (AADD) that was avallable to tho Statec bofore tho
enactment of the SSI program remains in effect in Puerto Rice.
AABD 18 financed jointly by the Federal Government and Puerto
Rico.

© Extending SSI to Puerto Rico raises the 1ssua of extending it
tOo American Samca, Guam, and the virgin Islands. Fedezral costs
would be much greater in Puerte Rice than in the territories.
(§SI was extended to the Commonwealth of the Northern Mariana
Islands in 1976 through neqotiations in which HHS was not
involved.)

© Replacing the AABD prog:amfwitn SSI would have significant
budget consequences. The Federal share of the current program
in Puerto Rico is about $20 million; the cost of S£SI would be
about $800 million (1990 estimate) for the first full year.
§SI is financed from general revenues.

© Theozro always hae boon a question about the appropriatencess of
SS1'8 benefit levels for Puerto Rico. The full SSI benafit to
an individual with no other income would bs suven times Lhe
current AABD benefit. 6SI would quarantce a monthly income
that would exceed the income eazned by many working people in
Fuerto Rico, where the per caplia {ncome is about one-half of
Mississippi's (the State with the lowest per capita income).

o Furthermore, the eligibiiity rules set by Puerto Rico entitle
aboyt 41,000 persons to payments under the AABD progrem; the
number of people potentially eligible for €SI would be about
185,000--a larger caseload :than in all but seven States. It
Medicaid coverage were provided for all SSI recipients, the
Medicaid impact on Federal costs alsc would be substantial.
(Most States, but not all, provxde Medicaid for all ssi
recipients.) ‘

‘© An argument that has been used to 3ustity different welfare

treatmeny is thay ;gsidenw of Fuepye RICO 49 N9t pd f I mﬁq;

income taxes, and other special Foderal t
the Puerto Rican QOVBIMEHt and economy. o QZOViSIOnS benefl{:

t
'
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EXECUTIVE OF FICE OF T HE PRESIDENT

09-Feb-1994 10:02pm

TO: Rosalyn A. Miller
FROM: Carol H. Rasco
Economic and D?mestic Policy

1

CC: Patricia E. Ro@ani

SUBJECT: Agriculture and HHS materials to expect

1
I gave Pat the source document on two things I talked with Kevin
THurm directly and Ron Blackley's (Chief of Staff to Espy)
assistant which are to be faxed to me tomorrow with a copy to
Marcia Hale immediately e she will be able to clarify if the
material is what she needs...don't hesitate to fax if it gets too

confusing.

|
|
i
t
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Proposed Enhancements :to the Commonwealth Relationship

The vote in favor of comin?uing the Commonweaith relationship gave the Popular
Democratic Party a mandate to propose tfo the U.S. President and Congress legislative changes
designed to promote greater equality bctévecn the U.S. citizens in Puerto Rico and residents in
the 50 states. In addition, it was a mandatc to seek opportunities to promote greater economic
development through etfective econormc tools that promote self-sufticiency, employment and
investment. These two concepts, equahty for citizens and economic development, were
encapsuled in four _specific enhancements approved by the voters with their vote for
Commonwealth: '

(1)  As part of welfare reform, to implement the existing federal policy of granting
| participation in federal nutritional assistance programs, so that the U.S.
citizens in Puerto Rico are not treated less fairlv than even non-citizens who

. i
TedIaE i uie DU Scaied.

o In 1981, during Ronald Reagan’s tirst year in the White House, the
traditional food stamp program for Puerto Rico was terminated and
replaced by the Nutritional Assistance Program (“NAP”) “block grant,”
which severely reduced, at a capped level, the level of funding for the
program. During thc ensuing decade of Republican Presidents, it was not
possible to fully recnfy this inequity and Puerto Rico’s participation in the
hational program has cons1stent1y declined.

In the 1990 Farm B:ll Congress estahlished as policy that “the citizens in
the C ommonwealth of Puerto Rico should be safeguarded against hunger
and treated on an equitable and fair basis with other citizens under Federal
nutritional assistaqice programs.” Unfortunately, the current levels of
funding for the NAP still do not provide such “equitable and fair” funding
for the U.S. citizens in the Commonwealth.

I
i

(2)  To assure equal treatment|for the poor elderly and handicapped who reside on the
Island by eliminating the current disparate treatment ettected by the Supplemental
Security Income program.

/ o The SSI program ;currcntly provides greater protection to aliens residing

%\ in the United States than to U.S. citizens residing in Puerto Rico. This
h _ inequitable treatment has resulted in great hardship to the poor elderly and
. k;{’? ‘handicapped in Puerto Rico and to those Puerto Ricans residing on the
AL mainland who have not been able to move back to Puerto Rico because

they would lose these benetits.
|
|
) To reformulate Section 936 of the U.S. Internal Revenue Code in order to create
more and better jobs in }?uerto Rico. '

s
i
i



I/
q . Considering the diastic changes to Section 936 in the 1993 Budget
(/ Reconciliation Act; it is essential to obtain a commitment from the
President to evaluatc the effect of these changes on Puerto Rico's
@Q economy and to look at other types of investment ‘incentives that can’
promote the continued economic progress of the Island.

(4)  To obtain special protection for Puerto Rico’s main agricultural products by

obtaining a tantt-lmposmg authority similar to the one that currently exists for
coffee. ;
|

* Many mainland agﬁicultural industries obtained special protections as part

of the legislation on the North American Free Trade Agreement. Puerto

Rico’s main agricu]tural crops deserve similar protections from low-cost

imports. One way to effect such protections is to extend to other tropical

crops the tariff-imposing authority available for Puerto Rican cottee since

1930.

In addition to these four points, Commonweaith seeks a renewed affirmation of
the democratic, non-colonial nature of the relationship. Commonwealth means the preservation
of the identity of the Puerto Rican people, their language and their culture, in a framework of
common citizenship, common defense, |common currency, a common market and common
loyalty to democratic values. This relationship is based on mutual consent and is governed by
the compaci satered into in 1952, In recent years, Republican Presidents and other Statehood
supporters have sought to erode the ongmal understanding of the existence of a compact between
Puerto Rico and the United States. 'Ihcy have labeled the Commonwealth of Puerto Rico a

“territory” subject to the plenary powers of Congress and raised fears that the U.S. citizenship
of Puerto Ricans may be revoked by Congress.

I

The nature of the C‘omﬁlonwcalth relationship can be reaffirmed through a

Presidential Memorandum, which would: revoke the one issued by President Bush in the last few
weeks of his adiministration and would clearly set the understanding ot the bases of the
Commonwealth relationship as non-colonial and democratic.
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Stateless in San ]uan

OR.KEARSthe;mmmpﬂxxme:nEanm
Rican palitics has been the so-called status
question. Is the island better off in the-
uumnnmmmnhdﬁnyhmmemtnnunb
a "commoaweaith,” ar should it try to becume a state?

That's what divides the two major island palitical

anly by 48 percent to 46 percent. The voters are split;
the fight will go an. For now, however, a phualty
seems to think the kkely cost of becoming a state s
greater tham the likely benefit. That's probably right.
Statehood would mean tremendons economic
change for Puerto Rico. It's anything but elear that the
change would be for the better. The island now is 2
major enterprise zone. Mainland companies are given
a Jucrative tax hreak if they tuild plants there. In part
bazmumﬁumhneaﬂhsumbnnkIhennkmnhua

ligh per capita income by Latin American standards.

A:um:ameunm,mmmtmminfihepqnhhmxm

affically poar by minland standards. |
Kﬂnn&mdwuunnhunmeaamnanapuvmhan
cthers, it would lose the tax advantage (already
reduced last smmer). Puerto Ricans' would also have
to pay federal income taxes, which they don’t now. At
the same time, they would presumnably become enti-
tled to full federal welfare and related benefits, which
they also aren't now; benefits corrently are limnited,

|

|

|

i
i
!
I

|
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Washington Post

SIS i

len dzs'ﬁmd.ﬁ=~amnumy Erbamﬁb'wun qx
wqpsvmdﬂl&dyhmuzu:benmuzzdu:unmh '
. Labar costs would rise; the-isiand would lose

occupies as 7 vunauhmdagmlhsChmpunmnﬂEhmptOﬁhehm:'

estimated that the wemployment rate,

kigh, conid qmmahaquumruﬁmawmgggzinn

parties. The plebiacite kst Sunday can’t have been 2 i"';mmmtmnywunmmm ‘

great comfort to either. Commonwealth woon—but

also argue that
anﬁ&nmivnddcutiheﬁhmdaunecinacdnuﬂ

identity.
1heﬁmmhnmaiknihgamumwanmmunmﬂnt

- commonwezith- status is politically uojust. Puerto Ri-

cans are US citizens who serve m the armed forces,
are subject 1o ather federal law and yet et vote in
federal electinns. They could if Puerto Rico became a-
state—tut that's the bargain that the voters rejected
lagt Sunday. It fm't cear that Congress would have
hnnnuxumennadmﬁundpatmnamnmy

The plebiscite was 2 gamble by the statehood
party now in power cn the island. statehooders

: lost, just as the commonweaithers also lost when

they tried to lock up the issue a couple of years ago
when they were in power. The lessan may be to
hmm:nmnsahmeﬁu'aemMejmdimd:m:ﬂm
island’s other problems. Status aside, what should
U.S. palicy be toward Puerto Rico, and how well do
present policies fulfifl the federal obligation? That's

the right question.

@oo3
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Puerto Ri

' The ciose vote in Puerto Rico favormg contin-
.ued commonwealith status rather than statehood
will be greeted with reltef in Washlngmn. It spares
Congress from deciding how and whether toadmita
Spanish-speaking island to the Union. |

,  Gov. Pedro Rosseilo’s New Progrcssive Party
hoped that Sunday's nonbinding referendum would
build momentum for Puerto Rico's admxssian as
the 51st state. But this course was preferred by only
48 percent of the voters, compared with 48 percent
{dr commonweaith status and 4 percent| for inde-
pendence. That cffectively sidetracks the stalehood
campaign, at least for now. |

» Yet the plebiscite does not res:alve a more
fundamental question: Is Puerto Rico a colony?
The honest answer {s yes and no. »

1 Puerte Rlco Is clearly a willing subordlnate.

.President Clinton, and most mainianders, agree
that the islanders themselves should be free to
choose their final status. And overwheimingly,
Plerto Ricans favor one of two forms of association
with the United Slates; there is no clamor for
iidependence. In 1952 Congress approved common-
w!ealth status, and a year {ater Washington, persuad-
the United Natlons to take Puerto Rico off ns list
colomes

: Even so, in vital respects Puerto Rico remains
a!dependent ward. Under commonwealith status
Phierto Rlicans are U.S. citizens, to a point. They can

settie anywhere on the matniand, and on the isiand

|
|

1
|
|
!

New York Times

ico Chooses, for Now

+++ WHITE HOUSE

they eiect their Governor and legislature. But be-
cause islanders pay no Federal income taxes, they.
do not elect U.S. senators or representatives or vote:
for President.,

This arrangement, sweetened by other tax
breaks, has spurred investment from the mainiand, .
created jobs and raised wages, a boon that doubt-
less caused many Puerto Ricans to prefer remain- |-
ing in a famillar haifway house to the risks of
economic pain wilth any change.

But Puerto Ricans are reminded of their dimin-
ished citizenship when Washington gives short
shrift to their petitions. The Treasury Department
barely consulted islanders this year in proposing-
eiimination of Federal tax incentives that Puerto |
Ricans deem essential to thelr economy. Twice
since 1953, Puerto Ricans petitioned Congress for
changes to enhance commonweaith status; Con:
gress did nothing. Nor could it agree two years ago
on a plebiscite whose resuits wouid be binding.

Many who voted for continued commonwealth |
status did so to protect Puerta Rico's distinet cui-
ture {rom homogenization into the English-speak-
ing mainland. This cholce of culturai autonomy
short of national independence deserves respect in
a world groping with the dilemmas of seif-determi.
nation. Now that Puerto Rico has voiced its prefer-
ence, It is Incumbent upon Washington to resct
more sensitively to Puerto Rican requests and to
continued exploration of the island's status.

@oo4




New York baily News

What now for
Puerto Rico? .. .

-

ONGRESS HEAVED a sigh of relief when vntm in Puer.
to Rico narrowly rejected petitioning for statehood in fa-

vor of remaining a United States commonweaith, The re- -

gults of Sunday’s referendum, though, don't mean that ail is
well between Pueno Rieo and the U.S The relationship will

not be sound uniil the isiand moves toward greater autonnm.y

and jess economic dependence.

The Puerto Rlcsn statehood moavement I8 driven by powerful’

forces — a sense of second class status and feelings of Jost iden-

tity, among them. Impatience at having citizenship but not the .

right ta vote in federal elections or any true representation in

Washington is widespread even among those who voted for the .

status quo. Their bailots were cast for economic reasons: State-
hood wouid mean havmg to pay federal income tax while |

* much of the assistance that has elevated Puerto Rico, poorai it

is, over other islands.

The mission now is to chart a course that moves Puerto Rico
toward self-sufficlency. The effort will have to be made jointly
by the island’s leadership and Congress, but eariy ma
do not bode well Those who supported maintaining Puerto
Rico as a commonwealth are proposing an “enhanced common-

wealth” status, whose components leave a Jot to be desired. If

anything, they’d incresse the island's dependency.

The “enbancement” goes no further than asking Congress to
restore tax breaks to mainland and foreign companies invest-
ing in Puerto Rico, to impose tari{Is on some imported agricul-
tural products, and to make Puerto Ricans eligible both for
Supplemental Security Income, a federal aid program for the
elderly and handicapped, and full food stamp benefits. The cost
of the latter two alone would be $1.6 billion annually. Even in
good times Washington would balk.

A real “enhanced commonwealth” proposal would include
ideas such as allowing Puerto Rlco to initiate its trade relations

- with other countries and lo participate in regional economic
orgenizations. It would also seek to give Puerto Rico greater |
control over its own borders. The more the island is encour- -

aged to go it alonme, fhe better off it will be in the long ran.
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THE WHITE HOUSE
WASHINGTON

September 29, 1993
I

MEMORANDUM FOR SENIOR STAFF
FROM: MARCIA HALE i
SUBJECT: PUERTO RICO i

i

The attached letter will be mailed on Friday, October 1,
1993. 1If you have any questions please call me x7060.

'
1
i
|
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THE WHITE HOUSE

WASHINGTON
i
!
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i
‘ t
September 29, 1993 ,

i
t
t
The Honorable Pedro Rosello
Governor of Puerto Rico
La Fortaleza
San Juan, Puerto Rico 00901

l
Dear Governor Rosello: :
Your letter to the President regarding the relationship between
Puerto Rico and the White House has been received and noted. As
Chief of Staff, I am designating the White House Office of
Intergovernmental Affairs, 'directed by Marcia Hale, to serve as
the Government of Puerto Rico's primary point of federal contact
with the Administration. Of course, this designation still
permits you to have direct communication with Cabinet departments
and agencies when appropriate.

|
It is my belief that having the Office of Intergovernmental
Affairs as your contact point will help to promote continuity and
would provide a more direct line of communication between Puerto
Rico and the President. Please call upon me if I may be of
further assistance, and again, thank you for writing. Your
interest in this Administration is appreciated.

Personally,

Tach ’UV\CV\%:

Mack McLarty
- Chief of Staff to the- Presxdent
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;THE WHITE, HOUSE
OFFICE OF DOMESTIC POLICY

'

JESPIIENY)

CAROL H. RASCO )
Assistantto the President for Domestic Policy
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THlE WHITE HOUSE

WASHINGTON
|

March 9, 1994

The Honorable Ron de Lugo

Chairman

Subcommittee on Insular |
and International Affairs

U.S. House of Representatives

Washington, D.C. 20515 |

Dear Mr. Chairman:

This is to reiterate whatfi said in our discussion earlier today
concerning the actions that the Federal Government should take
following the plebiscite that the Commonwealth of Puerto Rico
conducted last November on|political status proposals made by the
islands’ three principal political parties. I have conveyed the
same points to Resident Commissioner Carlos Romero-Barceld,
Governor Pedro Rosselld, and Popular Democratic Party of Puerto
Rico President Miguel Hernadndez-Agosto.

President Clinton has beenjcommitted to strongly support the will
of the people of Puerto Rico regarding their islands’ status,
whether they decide to chahge it or want to make the present
relationship work better for them. He is also very concerned
about the health of the economy of Puerto Rico and dedicated to
helping Puerto Ricans meet| their pressing needs and overcome the
serious problems they face}

The importance of the United States responding to the wishes that
these citizens expressed highlights the need for us to examine
and seek to form policy ini light of the plebiscite.

{ .
- The President has, therefore, directed the organization of an
Inter-Agency Working Group|on Puerto Rico. It is my :
understanding that Jeffrey| L. Farrow, Staff Director of the
Subcommittee, has agreed to join the Department of Commerce.
Among his other responsibilities, Jeffrey will serve with me as
Co-Chair of the Inter-Agency Working Group. We will coordinate
the development and review!of policy with senior officials of the
relevant departments and agencies as well as with other staff in
The White House and the Executive Office of the President.
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A primary task will be to construct positions on economic and
other proposals from the plebiscite; but the working group will .
also provide guidance and|serve as a liaison on other economic
issues and other matters related to Puerto Rico. Because the
Commonwealth’s economic situation is such a major factor in the
issues, measures to 1mprove it will be a priority along with
equitable treatment in programs and status matters.

The working group will asList the President in fulfilling his
pledge to consider the 1slands' situation in consultation with
its leaders as policy that would substantially affect it is made
and carried out. It w1ll' additionally, provide a better means
of working with Congress on Puerto Rican questions.

Finally, this new policy process will not replace the

responsibilities of any other part of the Executive Branch. It
will, instead, fill in a gap in the existing structure that you
and others in the Congress have asked the Administration to fill.

We should be able to assemble the working group and be prepared
to report further to the Subcommittee in about ninety days. 1In
light of this, we believe it would not be productive for an
Administration witness to testify at this time. We look forward
to discussing with you approprlate Administration testimony as
the working group makes progress.

l
In concluding,