The US is at fault when it comes to Puerto Rico’s economic crisis — more intervention makes things worse
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As “underdeveloping countries” (Fernández Retamar 1993), colonial nations exercise quotidian exploitation and violence through the material and economic spheres. As stated by Fanon, the economic dependency of a recently independent country from its former oppressor was a reality that should be fought for through decolonization. This fight should take the form of national and popular action against colonial elites, beneficiaries of the colonial entrapment. The colonial elite pursue the benefit of their businesses and have no problems with transforming newly independent countries into tourist and investment destinations to improve profits (Fanon 2004, 100–102). This reality allows Fernández Retamar to affirm “only the Third World knows in its wholeness the horrors of capitalism” (2016a, 82); that finds in colonialism one of its most atrocious expressions. In Puerto Rico this economic dependency is also a strategy of colonial entrapment. A decade after the establishment of the commonwealth, official reports suggested “Puerto Rico’s capital yield overseas was 26.9 million dollars, while the foreign capital yield in Puerto Rico was 238.9 million dollars,” a net loss of 212 million dollars (Maldonado-Denis 1988, 160). At the same time, by 1965 foreign debt was 573 million dollars, and a year later Puerto Rico would be paying 3.3 per cent of its GDP in interest. However, by 1967 the total amount of dollars paid in interest was 25.5 per cent higher than a year before (Maldonado-Denis 1988, 160). In this same context, it is important to underline that 80 per cent of imports came from the United States and that 78 per cent of locally established industries were from foreign capital, mostly American (Maldonado-Denis 1988, 156–158). In general terms, this colonial economy included the institutionalization of massive emigration of Puerto Ricans to the United States (Duany 1999; Pol 2014) and the use of unincorporated status to avoid taxing US corporations on the island (Ayala and Bernabe 2016). Both policies paved the way for an economy dependent on the capitalist necessities of the “underdeveloping” nation. Nowadays, one could argue that Puerto Rico has been entrapped in a unilateral “free trade agreement” without having the chance even to discuss the clauses of such an “agreement.” An example of this is the socalled Leyes de Cabotaje that imply that any good imported to, or exported from, Puerto Rico has to go through the United States Merchant Marine. This means a US vessel, flag, and crew; plus, customs are registered at a continental port. In other words, to buy any goods from the neighbouring island of the Dominican Republic, those products should arrive first at any port of continental United States, switch to a US vessel for transport, and then arrive in Puerto Rico. These restrictions were first established by the Foraker Act of 1900, were extended by the Jones Act of 1917, and remained in place after the establishment of the commonwealth through the Federal Relations Act. Its terrible impact on Puerto Rico’s economy has been evident since the economic crisis in the early decades of the twentieth century (Scarano 1993; Curet-Cuevas 2003). It drastically raised the values of imported/exported goods, affected the production, consumption, and exportation of local products, and has since sustained the relation of dependency in two directions: Puerto Rico’s industry is highly dependent on the US market, as Puerto Ricans are dependent on US goods. In this way, colonial entrapment becomes visible: nothing enters or leaves the island without the authorization of the colonial being. Recently, the economist Gustavo Vélez pointed to the roots of Puerto Rico’s crisis being our colonial relationship with the United States. Since the establishment of the Foraker Act, Puerto Rico’s economy has been adversely affected and devalued on behalf of the US economy – firstly, with the conversion of the Spanish peso to the US dollar with an exchange rate of one peso per sixty cents. This facilitated US sugar corporations’ use of this devaluation to buy land at lower prices. Secondly, with the establishment of the US dollar as the official currency in Puerto Rico, devaluations have not occurred directly to money, but rather to property on the island. Thirdly, with significant tax cuts to US investment, as illustrated in Law 20 and Law 22 of 2012 (Vélez 2018), which paved the way for capital investment. And, finally, under the current imposition of PROMESA. Moreover, while the hegemonic discourse on Puerto Rico’s debt insists on local government corruption and mismanagement of federal funding, recent economic research is suggesting that the breaking point of the colonial crisis could be found in the process of “deindustrialization” of the Puerto Rican economy (Caraballo-Cueto and Lara 2018). This process, deepened by neoliberalism and austerity measures within a colonial scenario, has strengthened the colonial entrapment of Puerto Rico’s economy. While Puerto Rico has an external debt of around 70 billion US dollars, colonial status has also become a straitjacket for a possible resolution. In 1984 Puerto Rico was withdrawn from the protection of the US Bankruptcy Code. With this loophole, the local government established a local bankruptcy law (Ley de Quiebra Criolla) in 2014, later derogated as it was considered unconstitutional by the US Supreme Court. Under Title III of PROMESA, it has been established that La Junta has the power to decide everything about Puerto Rico’s debt: what will the government pay; to whom; and if they (La Junta) will call for bankruptcy protection in particular instances or not. None of these decisions will be made by the local government (Colón Colón and Jiménez 2016). Although a large number of Puerto Ricans support an audit of the debt, La Junta opposes this claim and insists on having the expertise to carry out the restructuration and payments to every creditor by imposing an agenda of severe austerity. In this sense, the local government and each of its public agencies has the task of designing a fiscal plan that meets the austerity agenda. This plan will be taken into consideration by La Junta that has the power to accept it, ask for a new plan, or impose a different one. As has been the case since the early stages of US colonialism in Puerto Rico, the colony is portrayed as a primary sector reservoir, holiday resort, the source of cheap labour, human resources for military service, and land to explore and practice military strategies, all within “domestic” territory. Under the control of an “underdeveloping” colonial power, Puerto Rico’s economy is entirely entrapped by the colonial relationship with the United States.
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