Plan promotes dependency 
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Fiscal policies precede government action. In that sense, fiscal powers are considered "keystones of autonomy" (Agranoff, 2004). Moreover, decisions regarding what gets funded or not are at the core of political control and autonomy (Krane & Wright, 2000). For that reason, most intergovernmental conflicts arise from the need to control public funds through fiscal policy decisions. Puerto Rico, however, is more dependent on federal funds than ever. Federal funds increased consistently from $2,680 billion (27% of the General Fund) in 2000 to $5,617 billion (35%) in 2017. Then, after Hurricane María federal funds increased considerably more reaching $13,437 billion (56%) in 2020 (Economic Report to the Governor, 2006, 2014, 2020). We argue that instead of improving the financial model to create a healthier economy and more employment, the U.S. Government has focused on increasing federal funds, leading to more dependency and less capacity to promote local policies.
The U.S. Government granted Puerto Rico the fiscal autonomy to generate revenues and determine its allocation.Footnote6 Excluding the Island from Federal taxation was a decision taken in the aftermath of the 1898 Treaty of Paris. At the time, and still today, the Puerto Rican economy was too weak to absorb the impact of the Federal taxation system. This exclusion allowed subsidiaries of American companies an exemption from taxation for all income derived from their operations in the U.S. territories to stimulate job creation through, for example, Sect. 936 of the Federal tax code.Footnote7 This exemption made Puerto Rico more attractive to manufacturing and pharmaceutical companies. However, by 1995 the U.S. Congress had doubts about its benefits, and the Puerto Rican pro-statehood government supported its elimination since it was a policy not available to the states (González García, 2017; Maldonado, 2021). It was argued that the number of jobs created by the 936 Section companies was not enough to justify the loss in tax revenue (Hexner & Jenkins, 2016). Therefore, in 2006 it was eliminated. Section 936 was the last significant effort made by the U.S. Government to favor its territories' economic development (Caraballo-Cueto, 2021).
Without the possibility of attracting new investment and its economy on halt, the U.S. Government offered more social assistance to the extent that in 2019 federal funds accounted for 42% of the General Fund as compared to 27% in 2000 (Economic Report to the Governor, 2020). In theory, this increased funding should be positive to the extent it creates more governmental capacity. However, the new policy was also problematic for the Island's fiscal autonomy since "this increase in the relative weight of Federal transfers is negative because the amount of Federal funds received by the Island depends solely on the fiscal and political dynamics in Washington DC, where Puerto Rico has limited representation" (Center for the New Economy, 2010, p. 8).
Based on Federal and local tax incentives, the economic model implemented in Puerto Rico collapsed after trade liberalization and the removal of Sect. 936 (Caraballo-Cueto & Lara, 2018). In 2016, the Puerto Rican government announced it could not pay a $70 billion debt accumulated over several decades, initiating a long and conflicting bankruptcy process (Austin, 2022). As a result of the debt default, Puerto Rico was excluded from issuing new debt in bond markets. These fiscal policies and processes will be discussed next in the context of the Puerto Rico Oversight, Management, and Economic Stability Act (PROMESA).
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