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FOR IMMEDIATE RELEASE MARCH 4, 1975

Office of the White House Press Secretary

THE WHITE HOUSE

MODIFYING PROCLAMATION 3279, AS AMENDED, RELATING TO
IMPORTS OF PETRQLEUM AND PETROLEUM PRODUCTS, ;AND PROVIDING
FOR‘THE LONG-TERM CONTROL OF IMPORTS OF PETROLEUM AND
PETROLEUM 'PRODUGTS THROUGH A SYSTEM OF LICENSE FEES

> S e e i G Gme e v S e e

BY THE PRESIDENT OF THE UNITED STATES OF AMERICA
A PROCLAMATION

WHEREAS, I judge it necessary and consistent with the
national security, taking into account the economic welfare
of the Nation, that provision be made to defer scheduled
increases in the fees applicable to imported petroleum and
petroleum products for a period of ¢two months; and

WHEREAS, it is my intention that refiners located in
territories of the United States, and in foreign trade
zones, shall participate in the Mandatory O0il -Import Program
upon terms not less favorable than domestic refiners; and

WHEREAS, in order to facilitate such treatment, it is
necessary that the Administrator of the Federal Energy
Administration be authorized to determine at what point the
oil import license fees effective February 1,.1975 shall be
deemed to apply with respect to crude oil entered into such
territories and zones, and '

WHEREAS, I judge it necessary to permit a system for
the receipt by Puerto Rico of sums equivalent to the license
feesg on petroleum consumed in Puerto Rico, to be appropriated
by the Commonwealth for the benefit of individuals and
corporations resident therein, comparable to the system
which I have proposed for other parts of the United States

|

! NOW, THEREFORE, I, GERALD R. FORD, President of the
United States of America, acting under and by virtue of the
authority vested in me by the Constitution and the laws of
the United States, including Section 232 of the Trade Ex-
pansion Act of 1962, as amended, do hereby proclaim that.
effective as of February 1, 1975, Proclamation No. 3279, as
aménded; 1s hereby further amended as follows:

| Section 1. Subparagraphs (iii), (iv), and (viii) of
subparagraph (1) of paragraph (a) of section 3 are amended
tb read as follows:

, "(111) with respect to imports of crude oil, natural

as products, unfinished oils, and all other finlshed products
except ethane, propane, butanes,; and asphalt) entered into the
¢ustoms territory of the United States on or after February dis
1975, there shall be a supplemental fee per barrel of $1.00,
rising to $2.00 on imports entered on or after May 1, 1975, and
to $3.00 on imports entered on or after June 1, 1975,

(iv) with respect to the fees imposed pursuant to paragraphs
3(a)(1)(1)-(i11), the amount of such fees shall be reduced,
on a monthly basis, by an amount equal to any applicable duties
paid less any drawbacks received during the same period, except

more
(OVER)
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that where duty drawbacks exceed the duty paid during that

perlod, the net differences shall be applied to subsequent perilods;
provided that when the duty less drawbacks exceeds the fee

imposed, the Administrator may provide that any excess may be

used to reduce fees payable in subsequent months, such

extended period not to exceed six months;

(viii) with respect to licenses issued pursuant to
paragraph 3(a)(1)(1iii) for imports other than (A) crude oil
as defined for purposes of the 0l1d 0il Allocation Program which
is Iimported for refining or (B) products refined in a refinery
outside of the customs territory as to which crude oil runs
to stills would qualify a refiner to receive entitlements
under the 0ld 0il Allocation Program, the Administrator may
by regulation reduce the fee payable by the following amounts,
or by such other amounts as he may determine to be necessary
to achleve the objectives of this Proclamation and the
Emergency Petroleum Allocation Act of 1973:

- for imports entered into the United States customs
territory during the months of February, March and April,
1975, $1.00 per barrel,

- for imports entered during the month of May, 1975,
$1.40 per barrel; -

- for imports entered during the month of June, 1975,
and thereafter, $1.80 per barrel."

Section 2. Paragraph (a) of Section 3 is amended by
adding subparagraph (5) to read as follows: '

"(5) In order to ensure that refiners located in
territories of the United States and in foreign trade
zones are treated not less favorably than other
United States refigers, the Administrator shall by
regulation determine at what point crude oil, unfinished
0lls and finished products shipped into United States
territories and foreign trade zones shall become subject to
the fees imposed pursuant to paragraphs 3(a)(1l)(i)-(iii)."

Section 3. Subparagraph (1) of paragraph (a) of
Sectlion 3 1s amended by adding clause (x) to read as
follows:

"(x) The Administrator shall by regulation reduce
the fees payable by importers pursuant to paragraphs 3(a)
(1)(1)-(111) with respect to crude oil, unfinished oils,
and finished products imported into Puerto Rico, or im-
ported into Districts I-V and shipped to Puerto Rico, wlth
or without further processing, and not shipped to Districts I-V,
as crude oil, unfinished oils, or finished products., by the
amount of any excise tax or .other levy imposed and collected

more
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by tne Government of Puerto Rico on such materials, Provided
that refunus from or reductions in such excise tax or other
levy are authorized in the same manner as are authorized with
respect to payments prescribed by paragraphs 3(a) (1) (1)-(iii),
Provided further tnat with respect to shipments to Puerto Rico
from Districts I-V such shipments shall be deemed attributable
to imported crude.”

Iiv WITNESS WHERZOF, I have hereunto set my hand this
fourth day of March, in the year of our Lord nineteen
hundred seventy-five, and of the Independence of the
United States of America the one hundred and ninety-ninth.

GERALD R. FORD

# &+ ##



FOR IMMEDIATE RELEASE MARCH 4, 1975

. Office of the White House Press Secretafy
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THE WHITE HOUSE

MODIFYING PROCLAMATION 3279, AS AMENDED, RELATING TO
IMPORTS OF PETROLEUM AND PETROLEUM PRODUCTS, AND PROVIDING
FOR THE LONG-TERM CONTROL OF IMPORTS OF PETROLEUM AND
PETROLEUM PRODUCTS THROUGH A SYSTEM OF LICENSE FEES

BY THE PRESIDENT OF THE UNITED STATES OF AMERICA
: ‘ A PROCLAMATION )

WHEREAS, .I Judge it necessary and consistent with the
national security, taking into account the economic welfare
of the Nation, that provision be made to defer scheduled
increases in the fees applicable to .imported petroleum and
petroleum products for a period of two months; and

WHEREAS, it is my intention that refiners located in
territories of the United States, and in foreign trade
zones, shall participate in the Mandatory 0il Import Program
upon terms not less favorable than domestic refiners, gnd

WHEREAS, in order to facilitate such treatment, it 1s
necessary that the Administrator of the Federal Energy .
Administration be authorized to determine at what® point the
oil import license fees effective February 1, 1975 shall be
deemed to apply with respect to crude oil entered into such
territories and zones, and : : '

WHEREAS, I jJudge it necessary to permit a system for
the receipt by Puerto Rico of sums equivalent to the license
feeg on petroleum consumed in Puerto Rico, to'be appropriated
by the Commonwealth for the benefit of individuals and
corporations resident therein, comparable to the system

which I have proposed for other parts of the United States;

|

. NOW, THEREFORE, I, GERALD R. FORD, President of the
United States of America, acting under and by virtue of the
authority vested in me by the Constitution and the laws of
the United States, including Section 232 of the Trade Ex-
pansion Act of 1962, as amended, do hereby proclaim that,’
effective as of February 1, 1975, Proclamation No. 3279, as
amended, is hereby further amended as follows:

[}

|  Section 1. Subparagraphs (iii), (iv), and (viii) of
Subparagraph (1) of paragraph (a) of section 3 are amended
td read as follows:

‘ "(111) with respect to imports of crude oil, natural

as products, unfinished oils, and all other finished products
except ethane, propane, butanes, and asphalt) entered into the
customs territory of the United States on or after February 1,
1975, there shall be a supplemental fee per barrel of $1.00,
rising to $2.00 on imports entered on or after May 1, 1975, and
to $3.00 on imports entered on or after June 1, 1975.

(iv) with respect to the fees imposed pursuant to paragraphs
3(a)(1)(1)~-(111), the amount of such fees shall be reduced,
on a monthly basis, by an amount equal to any applicable duties
paid less any drawbacks received during the same perilod, except

ey _(OVER)
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that where duty drawbacks exceed the duty paid during that

period, the net differences shall be applied to subsequent periods;
pProvided that when the duty less drawbacks exceeds the fee

imposed, the Administrator may provide that any excess may be

used to reduce fees payable in subsequent months, such

extended period not to exceed six months;

(viii) with respect to licenses issued pursuant to
paragraph 3(a)(1)(1iii) for imports other than (A) crude oil
as deflned for purposes of the 0ld 0il Allocation Program which
1s imported for refining or (B) products refined in a. refinery
outside of the customs territory as to which crude oil runs
to stills would qualify a refiner to receive entitlements
under the 0l1d 0il Allocation Program, the Administrator may
by regulation reduce the fee payable by the following amounts,
or by such other amounts as he may determine to be necessary
to achieve the objectives of this Proclamation and the
Emergency Petroleum Allocation Act of 1973:

- for imports entered into the United States customs
territory during the months of February, March and April,
1975, $1.00 per barrel,;

- for imports entered during the month of May, 1975,
$1.40 per barrel;

- for imports entered during the month of June, 1975,
and thereafter, $1.80 per barrel."

Section 2. Paragraph (a) of Section 3 1s amended by
adding subparagraph (5) to read as follows:

"(5) In order to ensure that refiners located in
territories of the United States and in foreign trade
zZzones are treated not less favorably than other
United States refigers, the Administrator shall by
regulation determine at what point crude oil, unfinished
0lls and finished products shipped into United States
territories and foreign trade zones shall become subject to
the fees imposed pursuant to paragraphs 3(a)(l)(1i)-(1ii1)."

Section 3. Subparagraph (1) of paragraph (a) of
Section 3 1s amended by adding clause (x) to read as
follows:

“(x) The Administrator shall by regulation reduce
the fees payable by importers pursuant to paragraphs 3(a)
(1)(1)-(111) with respect to crude oil, unfinished oils,
and finished products imported into Puerto Rico, or im-
ported into Districts I-V and shipped to Puerto Rico, with
or without further processing, and not shipped to Districts I-V,
as crude oil, unfinished oils, or finished products, by the
amount of any excise tax or other levy imposed and collected

more
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by tne Government of Puerto Rico on such materials, Provided
that refunds from or reductions in such excise tax or other
levy are authorized in the same manner as are authorized with
respect to payments prescribed by paragraphs 3(a) (1) (i)-(iii),
Provided further that with respect to shipments to Puerto Rico
from Districts L-V such shipments shall be deemed attributable
to imported crude."

Iiv WITWESS WHERZIOF, I have hereunto set my hand this
fourth day of March, in the year of our Lord nineteen
hundred seventy-five, and of the Independence of the
United States of America the one hundred and ninety-ninth.

GZRALD R. FORD

## # + #



THE WHITE HOUSE

WASHINGTON

March 6, 1975

MEMORANDUM FOR: NORM ROSS

FROM: JIM FALK ?

What the Governor of Puerto Rico is planning to do is outlined in
this article which is of considerable concern to Carlos Romero,
Mayor of San Juan. The Governor obviously is going to blame
any increase in gas prices on the President and utilize to the
advantage of Puerto Rico any rebate of tariffs collected by the
Commonwealth. The Mayor of San Juan would like to avoid
handing the Governor an easy win.



' Today’s Thought

Love consists in this,
. that two solitudes protect

and touch and greet each
- other. 4
—RAINER MARIA RILKE

By COIRNEE A8 ENA come to the floor Friday, and prompt approval is  million this fiscal year.
2 predicted. . In' answer to a questio
MARGARITA BAEB , e e 2 DT

Gov. H rnandez Colon
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m E M @ from José A. Cabranes
e L T . T |

To_ Mr. Norman Ross D.,; 3513=15 e

ﬁ‘/

FOR YOUR INFORMATION.

JA.C,

0O Reply [ Initial and return [ See me



OFFICE OF THE
COMMONWEALTH OF PUERTO RICO

1625 MASSACHUSETTS AVENUE. N.W. WASHINGTON. D.C. 20036
RAFAEL HERNANDEZ-COLON {202) 232-6000
GOVERNOR CABLE ADDRESS
JOSE A. CABRANES : COMWEALTH
ADMINISTRATOR AND TELEX: 440 384

SPECIAL COUNSEL TO THE GOVERNOR

March 13, 1975

The Hon. Gerald Ford
President of the United States
The White House

 Washington, D.C.

~ Dear President Ford:

We understand that there are currently two vacancies on the
National Council on Education Research, the policy making body of
.the National Institute of Education.

A series of conferences sponsored by the Multi-Cultural Task
Force of the National Institute of Education clearly shows that
the interests of minorities have not been taken into consideration
in determining N.I.E. poliecies in the past. Therefore, in view of
the growing number of Spanish-speaking and especially Puerto Rican
Americans that are affected by.educational trends, we strongly recom-—
mend that a Puerto Rican be appointed as a member of the National
Council on Education Research.

. Your recent appointment of John E. Corbally, as Chairman, and
the nomination of an able and sensitive educator to direct the In-
stitute, could well provide new direction and strength to the Insti-
tute. The time is ripe to infuse it with concern for minority needs.

The following persons, in our view, would be eminently suited
to perform in such a forum:

Dr. Arturo Morales Carridn

President

University of Puerto Rico

P. 0. Box AD

Rio Piedras, Puerto Rico 00931 Tel. (809) 765-6590



The Hon. Gerald Ford -2-. . March 13, 1975

Mr. Mario Anglada

Executive Director

Aspira of New York

296 Fifth Avenue

New York, New York 10031 Tel. (212) 244-1110

Prof. Oscar Garcia Rivera
303 West 105th Street
New York, New York 10024 Tel. (212) 255-1015

.pectfully yours,

W

Cabranes



GERALD R. FORD LIBRARY

This form marks the file location of item number’ I as listed

on the pink sheet (GSA form 7122 Withdrawal Sheet) at the front of the

folder. 77{/'77[% Z/y)/gz
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CITY OF SAN JUAN
OFFICE OF THE MAYOR

SAN JUAN, PUERTO RICO 00905

March 25, 1975

Mr. Norman Ross
Assistant Director
Domestic Council
The White House
Washington, D. C.

Dear Mr. Ross:

Knowing of the strong support you have always given to Puerto Rican's
seeking jobs within the Federal Government, I am writing you to recommend
Mr. Sigifredo Martfhez-Gonzaldz to be considered for the position of Regional
Health Administrator, presently vacant in the offices of HEW in New York.

While I am attaching a detailed €urriculum Vitae of Mr. Martfnez, I
might add that he commands the respect of the people that he works with for
his professional achievements.

Anything you can do on behalf of this recommendation would be
appreciated. Thanking you in advance for your assistance, I remain

Cordially,

aer e Bty

Carlos Romero~Barcel§



SIGIFREDO MARTINEZ, M.H.A.

CALLE DIAMELA, NUM. 1686, URBANIZACION SAN FRANCISCO, RIO PIEDRAS, PUERTO RICO - 00927
TELEFONO - 765-0251 X

CURRICULUM VITAE

SIGIFREDO MARTINEZ GONZALEZ; M.S.H.A.

Name: SIGIFREDO MARTINEZ GONZALEZ

Date of Birth: August 6, 1924
Home Address: Diamela 1686, Urb. San Francisco, RIo Piedras,P.R. 00927

Married to: Mrs. Lydia Esther Rodriguez Fernéndez

Children:

EDUCATION:

a‘

Marlyd, 27 (married); Sigdia Pilar, 25 (married)

Graduate
B.A. in Education (Cum-Laude) University of Puerto Rico 1947

Poust Graduate

Master of Science in Hospital Administration, School of Public
Health, School of Medicine, Columbia University in the City of
New York - 1951

Others Courses

l.- Collective Bargaining Course -~ Institute of Labor Relations
University of Puerto Rico - 1964

2.~ Institute on Financial Management for Hospital Administra-
tor, American Hospital Association, Chicago, Illinois-1968

3.~ Institute on Extended Care Facilities in General Hospitals,
American Hospital Association, Chicago, Illinois - 1967

4.~ Seminar in Improving Systems and Procedures in Hospitals
1971

5.- Seminar on Health Maintenance Organizations, Sheraton Hotel
1973

6.~ Other Institutes and Seminars related to the Health Field



EXPERIENCE: "

Ae

Chief, Vocational Rehabllltatlon Offlce, Caguas District
(1947-49)

Administrative Residence in Hospital Administration Post-
Graduate Hospital, N.Y.C. and San Patricio V.A. Hospital,

San Juan, Puerto Rico (1950-51)

Executive Director, P.R. Psychiatric Hospital, Rio Piedras,
Puerto Rico - (1951-56)

Deputy Director for Administration, Division of Hospitals,
Department of Health of Puerto Rico (1956-58)

Deputy Director Regional Office for Coordination and Re-
search, Department of Health and School of Medicine of
Puerto Rico (1958-61)

General Administrator, Hospital del Maestro, Hato Rey,
Puerto Rico (1961-69)

General Administrator, Puerto Rico Medical Center Service
Corporation (1969-70)

General Administrator, Hospital del Maestro, Hato Rey,
Puerto Rico (1970-72)

Partner, Professional Consulting and Management Services,
Banco Popular Center Building, Hato Rey, Puerto Rico 1972

Executive Difector, San Carlos'Generai Hospital, Santurce
Puerto Rico (1973-74)

Administrative Director, Ntra. Sra. de los Angeles, SKILLED
NURSING FACILITY and Hospital (1974)

ACADEMIC EXPERIENCE:

a'

Instructor and Lecturer in Hospital Administration, School
Public Health, School of Medicine of Puerto Rico (1957-66)

Ad Honorem

Instructor, Hospital Organization and Management, Course
of Health Administration, Department of Public Health and
Preventine Medicine, School of Medicine, University of
Puerto Rico - Since 1967



PROFESSIONAL ACTIVITIES:

OTHERS

‘a. Member, Alumni Association, Columbia University in the City

B,

of N, Y.

Vice-President, Board of Directors, Puerto Rico Public Health

Assn. (1960-61)

Member, Professional Society, Phi Alpha Theta, Chapter Beta
Delta, P.R. .

President, Board of Directors, Department of Health Credit
Coop. (1957-59)

President, Board of Directors, Sociedad Hogar del Niﬁo,.Inc.
(1952-57)

President, Puerto Rico Hospital Administrators Association
(1957)

Member, Advisory Committee, Provisional Board of Medical
Center of Puerto Rico -~ (1957-61) ’

President, Puerto Rico Hospital Association - (1964,1965,
1969)

President, Puerto Rico Health Council - (1966)
President Elect, Puerto Rico Hospital Association (1968)

Member, Advisory Board for Comprehensive Health Planning,
Commonwealth of Puerto Rico (1968)

Member, American College of Hospital Administrators.

Member, Advisory Council Puerto Rico Regional Medical Pro-
gram and School of Medicine (1969)

General Coordinator- Polio Program (appointed by the Secre-
tary of Health (1954-55) :

Vice-President, Board of Directors, Blue Cross of Puerto
Rico - (1965)

Member and Treasurer, Board of Directors, Seguros de Ser=-
vicios de' Salud de Puerto Rico (Triple S) - (1965)

e s oW

e i e ol



d. Member,Governor's Committee to Improve the Executive Branch
of Government - (1965-1967)

CIVIC ORGANIZATIONS:

a. Member, Rotary Club of Rio Piedras, Puerto Rico
1. Secretary - 1954

2. Vice-President - 1955-56

b. Member, Lions International - Borinquen-Baldrich Club.

REFERENCES:
1. Honorable Carlos Romero Barcelo - Major City of San Juan

2. Licenciado Baltazar Corrada del Rio - Ex~President Board
of Civil Rights.

3. Doctor Ernesto Colén Yordan - Ex-Secretary of Health of
Puerto Rico (1969-1974)



SIGIFREDO MARTINEZ, M.H.A.

CALLE DiAMEL &, NUM 1686 URBANIZACICN SAN FRANCISCO, RIO PIEDRAS, PUERTO RICO - 00927
TELEFCNO - 765-025% 4 .

EXPERIENCIA PROFESIONAL:

Recien graduado de la Universidad de Puerto Rico, en el afio
1947, el Sr. Sigifredo Martinez Gbnzélez, asumid la direccidn de la
Oficina de Rehabilitacién Vocacional del Distrito de Caguas. Desem-
pefio este cargo hasta el afio 1949, en que decidid ampliar sus conoci-
mientos matricul&ndose en la Escuela de Salud Publica, Escuela de
Medicina de la Universidad de Columbia, de New York, obteniendo alli
su Maestria en Administracién de Hospitales en el afio 1951. Hizo su
residencia en Administracién de Hospitales, requisito éste para obte-
ner la maestria en este campo académico, durante el afio fiscal 1950-51
en el Post Graduate Hospital de la ciudad de Nueva York y en el Hosp.

San Patricio para Veteranos en San Juan, de Puerto Rico.

El sefior Martinez fue uno de los primeros administradores de

.~ hospitales con preparacién académica especializada en este campo que
produjo un programa del Gobierno del Estado Libre Asociado encaminado
a introducir mejoras sustanciales en la administracién y operacibn de
nuestros hospitales, conforme a los conceptos, principios y técnicas
m&s avanzados de la administracién de hospitales. Con este objetivo,
fue designado en el ano 1951, recien obtenida su maestria, como Direc-
tor Ejecutivo del Hospital de Siquiatria que opera en Rio Piedras el

Departamento de Salud.

Ocupd el anterior puesto hasta el afio 1956, habiendo logrado
notable mejoria en la administracidén y operacién del hospital y prin-
cipalmente, habiendo logrado la aceptacién y aplicacién de nuevos V%

avanzados conceptos, principios y técnicas desconocidas o ausentes



-

hasta entonces en la vida del Hospital.

Dada la natural resistencia del ser humano al cambio, y en par-
ticular a una institucién grande, compleja y de muchos afios de vida, se
puso a prueba no solo sus conocimientos, sino también su habilidad para
bregar con otros seres humanos, en situaciones dificiles, su tesbébn y su
integridad profesional. Pas6 todas estas pruebas con gran éxito. Tanto
asi, que en el afno 1956 fue ascendido al puesto de Director Auxiliar de
la Division de Hospitales del Departamento de Salud, una de las tres di-

visiones principales en que se dividia el Departamento.

En este nuevo cargo tenfa la responsabilidad de dirigir y coor -
dinar todos los aspectos administrativos de la operacién de los hosp -
pitales del Estado y de ver gue la administracién de los mismos estuvie-
ra fundamentada en los mds avanzados conceptos, principios y técnicas

del campo.

Otra vez su labor fue tan exitosa, que en el afno 1958, se le
designa para un puesto de alta responsabilidad en un programa cuyo
objetivo era la organiéacién_de los servicios de salud del Estado sobre
una base regional, con un énfasis marcado en la fase de investigacién
como medio para mejorar los servicios de salud. Esta sigue siendo la
estructura organizacional de los servicios de salud en la actualidad,
siendo la nuestra observada como modelo por. muchos de los paises en
desarrollo y aGn por los Estados Unidos. Ocupbd este cargo de Director
Auxiliar de la Oficina Regional del Departamento de Salud y de la Escue-

la de Medicina de Puerto Rico hasta el afno 1961.

En junio del afo 1961 decide aceptar un nuevo reto en el campo
de la administraciédn de hospitales y a la vez ampliar el &mbito de su
experiencia moviéndose al sector privado. Asumio el cargo de Adminis-

trador del Hospital del Maestro en Hato Rey, el cual contaba entonces



con 108 camas y operaba con un presupuesto de $800,000. ‘Su tarea
ﬁrincipal e inmediata: Eliminar un déficit de aproximadamente $300,000.
lo que logrdé en el término de dos afnos, y ya para el ano 1965- 1966 el
Hospital del Maestro operaba con un superavit. En el afio 1968 la capa-
cidad del hospital fue aumentada a 159 camas y su presupuesto era de

$2.450.000.

Otros logros significativos del sefior Martinez como Administrador

del Hospital del Maestro, fueron los siguientes:

Planificé la expansién y remodelacidn de la institucién que ele-
varia la capacidad de la misma a 325 camas. En esta expansidén se provee,

ademids, las mds modernas facilidades en la prestacidén de servicios médicos-

hospitalarios.

En el afno 12968 el Honorable Gobernador de Puerto Rico, para enton-
ces, el Hon. Roberto S&nchez Vilella, nombr6é al sefior Martinez miembro de
la Comisién de Ciudadanos para estudiar la Eficiencia Administrativa en
la Rama Ejecutiva del Gobierno, con miras a hacer economias en la presta-
cibén de los servicios al puiblico. Esta comisidén se reunid por un término
de dos anos y rindidé su informe al Gobernador, quien implementd muchas de

sus recomendaciones.

En el afno 1969, se le selecciona para ocupar uno de los puestos de
mis alta responsabilidad en el campo de la salud en Puerto Rico, y defini-
tivamente el m&s complejo y de m&s alta responsabilidad en la Administra-
cién de complejos medico-~hospitalarios: el de Administrador General de la
Corporacién dé Servicio del Centro Médico de Puerto Rico. Este puesto
conlleva ademds, la funcidén de coordinador de las instituciones miembros
del Centro Médico para asegurar que este opere con la mayor sincroniza -
ciébn y armonia, como si fuera una sola unidad, sin vulnerar el principilo
de autonomia de dichas iastituciones. Componen el Centro Médico las

siguientes instituciones:



Institucién Capacidag en Camas

Hospital Universitario 380
Hospital Municipal L 561
Hospital Industrial ' 260
Hospital de Siquiatr{a \ 1068
Casa de saluq 236

Las facilidades fisicas del Centro Médico reépresentan una .
inversién ge $55,000,000.
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THE WHITE HOUSE

WASHINGTON

March 25, 1975

MEMORANDUM FOR: JIM CANNON
" FROM: JIM FALK 7/
SUBJECT: Your Meeting with Governor Rafael

Hernandez-Colon of Puerto Rico

The principal issues expected to arise are outlined below:

1.  Economic Matters

LS

The Governor received a report of January 22 from T.N.Hurd
which recommended certain additional taxes on property and
luxury items as well as an increase in.University tuition on
the revenue side and budget cuts on the spending side to
reduce the FY '75-'76 fiscal deficit.

The Governor met with the Domestic Council and OMB Aabout 2
months ago seeking additional Federal aid. The response to

the Governor from Paul O'Neill is attached at Tab A.

2. Meeting with the Vice President

The Governor has requested and I have proposed a meeting for
him with the Vice President this week at the convenience of the
Vice President. ’

A copy of my memorandum to Ann Whitman is attached at Tab B.

He indicates he wants to talk about fiscal and economic matters
and has requested about 40 minutes.

A copy of a recent letter from the Governor to the President is
attached at Tab C.



3.

Ad Hoc Status

A recent series of articles has been running in the Washington
Post on Puerto Rican status and the third in the series appeared
in today's paper.

Jose Cabranes, speaking for the Governor, is quoted as say-
ing that a new Federal bureacracy may be needed to deal with
Puerto Rican issues.

This probosal should not be responded to until the work of
the Ad Hoc committee is further along.

The Governor will likely propose that a White House official
head a committee for Puerto Rican affairs. The Domestic
Council staff would support such an idea at an appropriate
time.



THE WHITE HOUSE

WASHINGTON

March 19, 1975

MEMORANDUM FOR: ANN WHITMAN

FROM: - JIM FALK 7;

SUBJECT: Proposed Meeting for the Vice President
with Governor Hernandez Colon of Puerto
Rico

Governor Colon has requested a meeting with the Vice President during
the week of March 24 at the convenience of the Vice President. His staff
indicates that he wants to talk about fiscal and economic mattérs and re-
quests approximately 40 minutes. '

In recent correspondence, the Governor has indicated that Puerto Rico is
feeling the impact of inflation to a greater degree than is generally felt in

the U.S. He indicates that 60% of Puerto Rican families are below the poverty
level with incomes that are less than $4,000 and that their efforts to curb
inflation are not very effective because Puerto Rico imports over 75% of

what it consumes.

Recommendation: That his request be approved_.

Approve ' ' Disapprove
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. OFFICE OF THE GOVERNOR  /H3I\

LA FORTALEZA, SAN JUAN K”,*»SQ/

The President
" The White House )
Washington, D. C. 20500

Dear Mr. President:

Thank you for your letter concerning the steps being
taken by the Federal Government to check inflation and your
request that the States and the Commonwealth of Puerto Rico
undertake their own share of actions.

We in Puerto Rico are feeling the impact of inflation

- to an even greater degree than in generally felt in the United

States. Sixty percent of our famnilies are below the poverty
level with incomes of less than $4,000. The consumer price
index for wage earners in Puerto Rico increased by 30 per
cent in 1974. Our efforts to curb inflation are offset because
we import over 75% of what we consume. We are affected by
the increase in prices on the mainland and by the dramatic rise

in the price of the oil we import which comes mainly from
Venezuela. i

In addition, Puerto Rico has ‘been very hard hit by reces-
sion, Our major exports are to the United States. Any slow-
down in the United States economy affects the export of these
produéts and causes a reduction in employment. Unemployment
in Puerto Rico is now approximately 14%. This number is an _
official figure which does not include a large number of un-
skilled young people who are not seeking jobs at present.



The Commonwealth Government already has adopted and
implemented a vigorous and diversified program to lessen and
mitigate the effects of inflation.

Due to the economic circumstances particular to Puerto
Rico, actions of the Commonwealth have focused primarily on
containing unemployment and promoting industrial and agricultural
production. The most significant measures taken in order to
reduce unemployment include an emergency public work training
program; subsidies for low and middle income housing; and an
acceleration of public works. In order to curb inflation and
the effects it has primarily on middle and low income families
our government has established a subsidy for electricity users
which maintain a low level of consumption. Also, the Consumer
Affairs Department is actively taking actions for controlling prices
on essential consumer goods, Other measures have been taken

to increase mdustnal production and improve food distribution
systems.

The increase in government expenditures for financing em-
ployment and anti-inflation programs, combined with the reduction
in Treasury revenues has caused a strain on the resources of
the Commonwealth, As a result,  we have had to raise taxes on
property, gasoline, corporations, liguor, cigarrettes and other
items. In spite of our efforts we are feeling the effects of a
severe economic recession,

I have carefully considered the measures proposed in your
letter and have submitted them to my Finance Council. 1 have
given instructions so that the measures be studied on how they
might be implemented in Puerto Rico.

We appreciate your interest and help. You can count on
our fullest cooperation in the common cause against inflation
and recession.

rs

Ra

Wlén
§



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON, D.C, 20503
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Dic 9

Honorable Rafael Hernandez~Colon
Governor of Commonwealth of Puerto Rico
La Fortaleza, San Juan, Puerto Rico

Dear Governor Hernandez-Colon:

Wally Scott, Frank Zarb and I all appreciate the opportunity to have met

with you and the Resident Commissioner on October 17, to discuss the

- economic situation in Puerto Rico. We also appreciate the opportunity to
comment on the most thoughtful study which you presented at our meeting.

The study vividly demonstrates the adverse impact on the economy of
Puerto Rico of Price increases, particularly for petroleum products, which
have occurred "over the last year. The steps which you have taken_ that are

outlined in the study represent an impressive agenda to lessen the impact
of the current economic situation.

Similarly, we on the Federal level have developed an agenda for the fight
against inflation - an agenda which, like yours, includes budgetary re-
straint. Although I cannot provide you at this time with definite estimates
of the impact that this budgetary restraint will have on the Commonwealth,

I will address the specific recommendations made in your study and, where
possible, will indicate how we are attempting to reconcile the requirements
for fiscal discipline with the needs of the Commonwealth.

In connection with the discussion of the Puerto Rico budget, your study

notes that Puerto Rico does not participate in General Revenue Sharing

and, thus, cannot substitute these funds for reductions in categorical
Federal programs. Although Puerto Rico does not participate in Gepneral
Revenue Sharing, the Commonwealth could be considered to receive the ultimate
measure of revenue sharing in the return to the Commonwealth of all Federal
income tax and customs duties collected in Puerto Rico. The estimated
revenues of $171 million from these sources in fiscal year 1975 are most
likely considerably higher than what the Commonwealth would receive were it
to be included in the General Revenue Sharing formula.

At this time, we cannot prvovide the assurance requested in the study that
$1.5 million will be made available for the Corps of Engineers to start
construction on the Portugues Bucana project. It may be necessary to
propose deferral of some public works projects in order to achieve the
$300 billion outlay ceiling. The status of Portugues Bucana will be
addressed in connection with overall needs, but you can be assured that
this request will be given careful consideration.



i

The request in the study that the Econondc Development Agency (EDA) provide
$5.1 million in publlc works pgrants has been discussed with that agency. LDA
officiale indicate that the $3 mlllion potentially available for public vorks
projects in Puerto Rico is the result of favorable action on two projects at
pre-application conferences. DA prescntly does not have any formula type
allocation of its funds, except for the very limlited funding now being re-
quested to implement the pew supplementary grant allocatlon to States. Ac—-
cordingly, all cligible recivlents muat conrcte For the availlable renourcee.
To the extent that Fuerto Rico proposes prejecks that are more worthy thaa
the competition, it could receive additional funding.

The study cites a need for increcased SEA end Freiii losu funds to be chanmueled
into the food production and distribution sectors in order to m=et the grow-
ing dermand which is expected to xesulf from implomentation of the Feod Stamp
program, We share your concern on this issue and hope that the acceleratad
schedule for implementation of the Food Stamp propram, which the Cormomwealth
proposed, will not have an adversgse impact on the economy of Puerto Rico.

The Cormonwealth's relative position regardiug SBA loans appeays to be ercel-
lent. In fiscal year 1974, the total nuuber of SBA loang decliited G8 per
cent, vhile the number in Pucrto Rico increased 22 per cent. Similarly, the
situntion for FmiA loans lools favorable. 71he Commonwealtli's loans are ex—

pected to increase in fiscal year 1975 fvom 327 nfliion to $U5 mililon, in-

cluding an increase of 50%Z in farm owvnerxship and farm operzting loans to
$4.5 million,

The proposal in the study that buninene and industriazl leans be made to the-
Commonuvealth for the purpoge of beins reloanad to erell Larvers unfortunately
cannolt be adopted. FwHA 1o prohilbiked by law from paling loans vhich would
subsequently be reloaned by the borvower to other Lortowerse. The request
that the TolA iatexest rate for businesns and iodustrisrl Joana be reduced
below the rate on Federsl notes aleo cannot be cdopted, The interest rate
formula for this propram is statutorily prezeribed, and it is desipgned to
produce an interest rate to borrorevs that approximates warlet roates. The
ongoing furm ownership and form operating losn programs at 5% aad &-1/27
respectively are designed to nerve small farrners of the kind discussed in
your study.

In regard to the recormmendations on hovsing, a major review of Federxral
housing policy has indicated that the N tion's housing needs can be net

more effectively, cfficiently, -nd oquitably wvider a revised public housing
leasing program than wmder the o ownelshilp Ansistance prograr which nakes
familics eldgible with the sarc dnceme level as were clipible under the
Seetion 235 program and the conventdonal puhlic housing progran. Accoxdingly,
the Lower Incone llousing Auzistonce program is beiug reldied on to provide
housing asgdistunce in ldeu of these prosram:. 1lleat ef the conmlitrents wnder
this program will be for conutruvction of new housing units. Fuerto Rico's
housing needs will be carcfully considexed by LUD in the processiup of
applications for the new Lower Income lousing Aspistince Program. The

~4
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recently enacted Ermcrpgency liome Yurchase Agsistance Act does not designatae
Puerto Rico as a hish cost area. ilovever, the Act does allow support for
conventional woertgages of up to $42,000,

Obviously, the houszing problema eof Puerto Rico end many other arcas wust
ultimately bte reszolved by the prlvate hovsing industry and indeed the Federal
component must remain only a cnpplovent to the private effort. Ve do ap-
preciate the iInforration on the houcing needs of I'nerto Rico.

The study enncludes with pone convonte yerax fiag Federal huwsa reourcns
progrann and recormoundg thoik rooedial atiention bhe gdv a to Fnexto Rico

and that amaliorative meagsure~ he devisad. ¥vo nuveh roeliorative measures
includes

== The converajon frem cormodity distribution to the Food Stamp
Program ghould provide sipnificant additional asslatance to
the low-iIncome population of Purrto Rico. Ve are confldent

S that, while the sclhieduled phased—conversjion to food stanns

during 1274~75 hasg Leen abandoned in f£avor of completa inpgle-
mentation by Hovember 1, 1974, the ccononic assceszwent of fcoani-
bility has proved positive; thus, minimizing concerns of possible
edverse impacta due to bottlenecks in the commercial food dis—~
tribution systeil.

~~ The National Employnent Assistence Aet (KEAA) . proposed by
President Ford in his recaut addrrass on the ccononmy, should
provide signiffcaut recistance to the Cormonvealtli. Should the
trdggering coonditdons ke wat, Pnerto Rico wovld Le eligible for
both extended veicuplorr ent dnsuraice bonefltse (on additionnl 10
woecks for covercd ewployera, 20 vecla for uvncovered) and for
participatien in the Cornsndty Improvement Coxrps. At the natiopal
6 per cent unempleoyurint rote tridrper, Pucrto Rico could receive
about $23 million cut of the $500 illion to be rade avallable
under the Commmlty loprovement Corps.

In conclusion, we appreciate the onportunity both to have met with you and
also to have revicucd the study vhich you gsubmitiede Such dialogue with
knowledgeable and responsible people like yourself is indispensable to good
government. If we can provide sdditilonal inforpation on Federal programs
affecting Puerto Rico, please let us know. '

Warmest regands,

cc: Official File-HRD/IM i
Director's Copy Mr. Edtheredge _ ;
Mr. 0'Neill . " Mr, Meyer N e T
Mr. Fischer.
ch Mr. TTka P{llll M. ()'Neill
Mr. Rotherham Mr, Speshock
¥r. Barey g Associate birecetor for
Mr. Smolkin s e Human and Community Affairs
Mr. Parras HRD/1IM:JRotherham: fv 11-14-74

Mr. Landis
Mr. Hamm




THE WHITE HOUSE

WASHINGTON

April 16, 1975

MEMORANDUM FOR: JIM CANNON

FROM: JIM FALK

SUBJECT: Meeting with Governor Hernandez Colon of Puerto Rico
BACKGROUND

I have reviewed the material submitted by the Governor and Congressman Jaime
Benitez through Lynn Coleman following our meeting with them. I have reviewed
the issue with Norm Ross and have also spoken with Dick Parsons about it.

It is my understanding that once Justice reviews the issue, a memorandum will
be provided to the Treasury Department. At that time a policy review may well
be appropriate. ~

In the interim, Jaime Benitez, the Resident Commissioner, has requested an oppor-
tunity to meet with the Vice President and if such a meeting is approved I recom-
mend that you participate.

THE ISSUE

Will the Federal government reach a voluntary agreement with Puerto Rico on
the rebate of taxes on gas refined in Puerto Rico and shipped to the United States
mainland, both in the past and prospectively? In the alternative, litigation will
probably result.

RECOMMENDATION

That no Domestic Council action be taken pending an opinion by the Justice Depart-
ment Office of Legal Counsel as to the legality of the Puerto Rican request.

]

cc: Dick Parsons
Norm Ross N
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TESTIMONY OF RAFAEL HERNANDEZ-COLON

GOVERNOR OF THE COMMONWEALTH OF

PUERTO RICO

Before

The Subcommittee on Environmental Pollution

of the Senate Committee on Public Works

April 21, 1975



Mr. Chairman;

Thank you for the opportunity to appeaf before the
Subcommittee to present the views of the Commonwealth of
Puefto Rico on the Clean Air Act.

Clean air is particularly important to Puerto Rico -
not only for the protection of the health of the people, but
also to enhance and protect the natural beaﬁty and resourceé
of‘thé Commonwealth -~ and it has been a high priority in my |
administration. ’

I am particularly proud to have initiated a number of
important steps to improve and protect our environment, in-
cluding: . |

l)‘ the implementation of the Depaftment of Natural
Resources as a cabinet level department;

2) thevstrengthening of our Environmental Quality Board
by giving. it a major role in policy information and implementa-
tion of regulations, and . |

3) . the enactment by the EQB of water quality-standards,
solid waste disposal regulationé, and the presently advanced
development of regulations for the control of noise.

' So I come before the Subcommittee today with a strong
commitment to protecting the environment and with the hope that
b 3 cah work with you to better enable us to deliver'on this

commitment in Puerto Rico.



For the record I would like to call the Subcommittee's
attention to the fact that there is currently in existence an
Ad Hoc Committee oﬁ'Puerto Rico-Federal Relations, composed Qf
representatives of the United States and the Commonﬁealth. One
of the proposals under active consideration by the Ad Hoc Com-
mittee is a Commission to study over the next five years the '
impact on the Commonwealth of the laws already applied to it to
determine whetherlthe laws should continue to apply as they do
now or whether modifications or exemptions would be appropriate.
~ However, I come to you today with a sense of urgency concerning
some problems facing the island that will not wait. In short,
we'need some hélp now. ‘

I believe that the Clean Air Act has méde possible great
strides in improving the quality of our air. At the same time,
I am concernedlthat we need some modifications to the Act so
that we can address our air pollution problems in .the most sen-
sible and effective manner which assures the health of our people
while minimizing any unneceséafy economic burden on them. |

The Clean Air Act was passed when our nation's economy -
"was strong and when we could afford to be optimistic about what
we as a nation could afford - and how fast we could afford it.
We are ndw faced with severe economic difficulties that force
us to reassess our government programs and expenditures so as
to be sure our available resources are being wisély directed to
‘meet essential needs. I know that the Senate is aware of this

situation and that Senator Muskie has introduced the Inter-



governmental Countercyclical Assistance Act of 1975 to deal
in part with it.

Although we have made substaﬁtial progréss in the last
few years, we in Puerto Rico have not enjoyed as favorable an
economic situation as exists on the mainland.. More than sixty.
percent of our populaﬁion qualifies as eligible under the
Federal Community Services Administration's Income Poverty
Guidelines. We are now suffering double digit inflation and
an.unemployment rate of nearly 20%. The projection of over a
$200 million deficit in the Commonwealth in the current fiscal .
year has necessitated the dismissal of thousands of Commonwealth
‘employees, across the board reductions in the budgets of all
' Commonwealth agencies, and increased taxes. rThis projected
deficit becomes even more significant when compaﬁed to our 19f5
budget of $1.5 billion - over 13%. Next year our projected
budget will require the Commonwealth agencies to reduce their
current expenditures by ll%. Thus, our economic problems ére
~even more severe than those faced on the mainland, and there is
an even heavier burdeh placed on me as Governor to see that the
government is run efficiently and effectively.

. Four years ago, under the preéeeding administration,
Puerto Rico's first state implementation plan (SIP) was developed
and the approved by EPA; It was based on a fairly crude air
diffusion model which was subsequently shown to substantially
overstate the air pollution problem and to suggést the need
for - controls far beyond ﬁhat was actually:needed tb'meet air .

quality standards in many parts of the island. It also made



some incorrect assumptions about future'growth and economic
conditions. Present experience indica£es that both develop-
ment assumptions were grossly overstated. And the plan was
developed when fuels were_fairiy inexpensive and at a time
when we did not anticipate the recent steep increases in the
_prices of o0il. Puerto Rico has been particularly hard hit by
the oil price_increaées since it is 98% dependent on imported
0il for fuel for electricity generation. |

Last year, our Environmental Quality ﬁoard, workiné
closely with EPA, developed and presented to me for signature
a ;evision to the implemehtation plan. The revision was based
on a new air diffusion-model which appears to be more accurate
'and whicﬁ permits more'flexibility in administration, the sub-
stantial saviﬁg of money, and increased confidence that the _
people's health will be protected. Although the revised plan‘
allows forvsignificant savings in required expenditures, it
nevertheless requires a continuous outlay of substantial éro—
.portions.

Last December, I signed the plan'énd forwarded it to EPA.
fér-approval because I believed it was a substantial improvement
over,thg original SIP. At the same time, I did not{ and do not,
feel that it went far enough in assuring clean air at the lowest
cost to the people. Regrettably, the present élean Air Act does
not allow me to use the most economically feasible method for
meeting the primary ambient air quality standards. I believe

that an example will be particularly instructive on this point.



Virtually all of our electric power is produced bj the
Puerto Rico Water Resources Authority, a Commonwealth owned
~and operated utility. The largest WRA electric generating.
-plant is located at-Guayanilla and produces about one-half the
electricity for the Commonwealth. The original SIP>ca11ed for
this plant to burn 1.0% sulfur fuel by April.l, 1975, and the>
revised plan also calls for this; Our best predictions show.
‘that by the implementation of the presently adopted air quality
regulations we are very close to meeting the primary SO standards
in all inhabited areas of Guayanilla when the plant burns 2.0% -
2.5% sulfu; fuel. Available field data does hot contradict this
hypothesis. The drop to 1.0% sulfur fuel is necessitated in
order to assure, with a margin for safety, that there is no
violation of the primary ambient air quality standards anywhere
~in the Guayénillé'area. The air diffusion model calculations
predict a violation of the annual primary standardé on some un-
inhibited‘hilltops when the plant burns 2.0% sulfur fuel - as
the plan follows the letter of the Clean Air Act and requires
the‘plant to go down to 1.0%. The problem on the hilltops is
largely caused by the fact that the plant now has short smoke-
~stacks, far shorter than would be dictated by "best engineering
- practice."”

The cost of switching to l.b% sulfur fuel will be about
$40 million dollars a year at present prices. Frankly, the WRA
.does not have the additional working capital this increase will

require, since they are facing many of the same problems that



are plaguing electric ﬁtilities across the country, includ-
ing:

1) drastic increases in the cost of fuel oil;

2) a severe cash flow problem; and

3) great difficulties in securing needed investment

~capital.

Moreover, the increase in the price of electricity'that
a $40 million increase iﬁ WRA fuel costs will necessitate will
have a devastating effect on the whole ecbnomy of Puerto Rico
and oﬁ the individual citizen's cost of living while producing
little, if any, real benefit. |

Clearly, a more sensible way for us to proceed to assure
clean air in the Guayanilla area - and the most economical use
of our scarce dollar resources - would be to require the Water
Resources Authority to build their stacks to the height dictated
by sound engineering practice and for us to extend the time fofv
the WRA to comply with the Clean Air Act for 2 to 3 years, the
time needed to build the new, taller stacks.

Thus, for an expenditure of some $15 - 20 million which
could be amortized over a period of years, we would have a
permanent solution to the SO, problem in the Guayanilla areé.
We would save the 40 million dollars in annual expenditures that
are now necessitated by the present Clean Air Act aﬁd would, at
the same time, fully protect the health of the péople since the

current apparent violations are in uninhabited areas.



- Mr Chairman; in order to_allow us to protect the
people's health in this sensible and economically sound
manner, I ask that Congress enact legislation which pro-
‘vides: ! ' ' '

1) that tall stack technology, consistent with best

*
engineering practice, is an acceptable method of air pollu-

"tion control so long as ambient air quality standards will
- be met.
; Téll stack teéhnology is particularly suited to a
'reasqnably small island like Puerto Rico. It wouid give us
the opportunity of utilizing to our advantage the excellent
and steady winds that flow over the island to disperse the
emissions with a reasonable certainty that no one in Puerto
Rico; or in a neighboring island, will be in any way affected
by them. This technology would, in effect, achieve the air
quality standards at a cost compatible with our liﬁited
resources.

However, to accomplish this first recommendation we would
need a second one, which is: |

2) an amendment to Section 110(e) (1) that a Governor may
seek and obtain a three-year extension of time for attainment
of primary ambient air quality standards when he finds thaf
compliance in a shorter time is either technically impossible
or economically impractical and where it can be shown that the
extension of the compliance date will not cause a real danger

to human health.

* Best engineering practice equals a stack height of 2-1/2 times
the highest structure. .



Such an option is needed if we are to be able to utilize

the tall stack technology since it offers a reasonable time in

which to accomplish it. An equally important reason why it is

now an urgent necessity is an omission made within the Clean

Air Act due to the optimism with which we have traditibnally

looked toward the future. Indeed, Section 110(e) (1) of the Act

did not foresee and much less account for the possibility that

a state would find that its promise to implement a desired'goal

could be hindered by its inability to provide the required

financing. This amendment that I now propose intends to apply

a realistic perception to the situation through which we are

now passing.

We have attempted to provide for the protection of human

health by meeting the primary air quality standards. However,

under the present circumstances it is clearly necessary to
troduce some flexibility into the Clean Air Act so that in
~difficult economic times we can pursue our Clean Air godls
the most ecbnomical and sénsible way possible._ Just as we

not afford unhealthy air, neither can we afford to achieve

in-
these
in.
can-

clean

air by incurring costs for greater than necessary to assufe that

- clean air.  Given the very limited resource available to us, the

achievement of clean air should not be mandated at a cost which

would act as a severe restriction on the provision of other nec-

essary and important services to the people by the Commonwealth.



Mr. Chairman, I am hopeful that you and the members of ydur
Subcommittee will draft and see enacted the legislétion we so
critically need to protect the health and economy of Puerto
Rico.

Now, Mr. Chairman, I would be happy to try to answer any
questions that yéu or the members of the Subcommittee might.

have.

Attachment




APPENDIX

I. Cost of Electricity to Puerto Rico Consumers

During the year 1970-71 the average cost of eiectricity
for>all customers was 2.07 cents per kilowat£ hour. At present
the-fuel adjustment clause accounts for approximately 2.2 cents
per kilowatt hour that is added to all rates.' This brings the
‘average cost of-electricity to»approximately 4.27 cents per
kiiowatt hour for ali customers -- an increésé of over 100% ih
the cost of eiectricity.

The percent increase in cost to the industry has been
still more dramatic. For some industries the increased cost of

-electricity has been almost 300%.

A ACost of Fuel 0il to the Puerto Rico Water Resources
Authority

As can be seen in this chart, the Puerto Rico Water

Resources Authority has experienced a more than 6-fold increase
over the past six years in the price it had to pay for fuel oil

for electric generation.

Year ‘Total Cost of Total Barrels Average price
S Fuel 0il Millions Millions __per barrel
1969-70 - $ 18,9 | 11.4 $ 1.66
1970-71 29.9 13.8 2.17
1971-72 46.9 16.6 © 2,83
1972-73 69.0 21.0 . 3.28
1973-74 : 154.0 ‘ 21.2 - 71.27

1974-75 231.5 20.4 1133,



APPENDIX -2 -

III. The Capital Investment Problem of the Puerto Rico Water
Resources Authority

Serious commitments have been made in prior years for
the investment program of the WﬁA which cannot be easiiy.called
Aloff without facing heavy cancellation charges. At the same
time, the Authority cannot finance this program because money
~is not available in the market for long term financing. Only
last December the'Authority had to cali off the sale of a bond
issue for $100 million and in turn setfle.for a $50 million.
issue. Shorﬁ term ﬁinapcing due at that time was close to $150
million. The present'debt has risén to $200 million.

The severity of the financial problems of the Comﬁonwéalth
owned WRA can‘further be illustrated by an examination of tﬁe‘
propbsed capital investment program and the actual funding avail-
able for that program. For the present fiscal year some $123
million were to be invested (approximately $10 million per month).
The current cash flow analysis indicates that the Authority.can
spend only a iittle over $3 million in the last three months of
1975 as compared to the originally programmed $30 million. For
next fiscal year the situation appears to be little better.

Some $165 million were projected for capital investment, but only -
$13.5 million will be available. Yet, the program of the Authof-
ity calls for an annual expenditure of some $15 million a year
merely to provide service to new customers.

It is apparent fhat unless the capital market improvés, the

Authority will have serious difficulty in maintaining its present
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level of service much less be able to install new equipment and
maintain present equipmenf so as to be prepared for the future
demand. At present; nearly all construction has been stopped
apd the WRA is being forced to lay off approximately 2,000

employees.
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COMMONWEALTH OF PUERTO RICO

SENATE

CAPITOL

; SAN JUAN. PUERTO RICO 00904
MIGUEL A. HERNANDEZ AGOSTO

VICE-PRESIDENT

CONFIDENTIAL
May 17, 1975

Mr. James Cannon
Executive Director
Domestic Council
White House
Washington, D. C.

Dear Mr. Cannon:

I was delighted by the chance to meet you and by the
time and attention you gave to what I see as a delicate situa-
tion vitally affecting Puerto Rico and the United States. Here,
in brief, is the information you asked for. ‘

Puerto Rico is in a very difficult situation. The data
as of September 1974 shows population growing at the rate of
3% per annum. (More precisely, the growth rate is 24.2 per
1,000 and the death rate 6.5 per 1,000. Additionally there
is a high immigratory flow of 1.8% annually consisting of
Puerto Rican returneeg, Puerto Ricans born in the States, -
and incoming foreigners, which amounted to a net immigration
of 106,000 in the last 3 fiscal years). The labor force is
growing at the same rate, namely 3% yearly.

The projection is that populatlon will reach 3,857,000
by 1985, meaning a labor force of 1,422,000. Merely to
maintain present unemployment levels of 20-22%, (although
the latest official figure is 17%) it will be necessary to
create 40,000 net additional jobs for the next 12 years.

To reduce unemployment to 5% by 1985 would require creatlng
46,000 new jobs each year.

At the present time Puerto Rico creates only 8,000 to
10,000 new jobs per year.
™= o % .
"The-éu}ﬁént reduction in population growth will show
its effect only in 20 years. In the meantime-—--
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*1.4 million Puerto Ricans are presently under the Food
Stamp Program (out of a total of nearly 3 million- and

the program has not yet fully penetrated the island)
v. 1.2 million in California.

*46% of all the unemployed are in the 16-24 year age

range, a group that comprises 17% of all total popula-
tion.

*The rural population keeps shifting to the cities. Where
it comprised 54% of the total in 1960, within 10 years,

by 1970, it reached 64% and is still climbing. The San
Juan metropolitan area with only 5% of the island's total
land area has nearly 1/3 of the total population.

*The participation rate of the working population in
Puerto Rico was 59% in 1973 for the ages 20-64 years v.
65-70% in developed contries.

At the same time, Operation Bootstrap, largely responsi-
ble for bringing about a rise in GNP from $755 million in
1950 {(at current prices) to $6,430 million in 1973, is
lagging. This program which worked so well for so long, reports
that in the ten months May 1974~ March 1975 nearly 21,500 jobs
were lost from layoffs alone during which new factory promo-
tions would create only 5,391 payroll positions. Another
32,500 jobs were lost in other sectors of the economy for
a total loss of 54,000 in a ten month period. Though wages
are now higher, the worker participation rate is lower than
used to be. As stated, hardest hit is the 16-24 age group,
comprising 17% of total population. Forty-six per cent of
this age group is unemployed. Currently, an estimated 60,000
young men are not disabled, are not at work, are not at study
and are not utilized.

The immediate area in which I would like to enlist your
support is in the field of social security. At present,
Puerto Rico (and, I suspect, most if not all the states)
lacks an encompassing integrated social security system.
State, federal and private social service programs co-exist
with little coordination. This adhoc growth, necessary as
it may have been, is now resulting in a variety of ills, in-
cluding unnecessary duplication of costs, benefit losses
for those who shift fromone system to another, insufficient
coverage and missuse of benefits programs. Under terms of
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a law of July 23, 1974 of the Puerto Rico Legislature, I was
named chairman of a Commission whose purpose is to "guarantee
to the population an adequate level of economic and social
security, protection against loss of income from unemployment,
death or disability, irrespective of the cause."”

At present, Puerto Rico has some seven major social insu-
rance and economic assistance programs ranging from old age
insurance to social security for chauffeurs. In 1973 more
than 42% of the total population (then 2,951,700) would have
received some kind of payment, providing there was no overlap.
The amount of overlap is really unknown.

I am, this week, convening in San Juan a four day program
of Puerto Rican social security experts and stateside colleagues
including Dr. Ida C. Merrian, recently retired from the Social
Security Administration, Dr. Winifred Bell of the NYU School of
Social Work, Dr. Arthur Williams, Dean of the Graduate School
of Business Administration of the University of Minnesota,

Dr. Eveline Burns, author and consultant in social security,
Dr. Terence Kelly of the Urban Institute, Ms. Alair Townsend
of the Congressional Budget Committee, as well as others.

Questions to be addressed include the following:

* Are people with genuine needs not being served because
they fall outside the purview of existing programs?

* Are the present approaches the most desirable for
confronting the problems? What are the financial
and organizational alternatives? What redistribution
of resources may be necessary to meet reasonable
priorities? Are alternatives such as a guaranteed
minimum income or family subsidies feasible and desira-
ble? What would be the redistributive effects?

* What reasonable means can be found that would minimize

inducements to refrain from acceptance of employment if
jobs are available?

* In the interests of humane administration, expediting
claims, and efficient and economic operation, what
provisions can be made that do not involve too detailed
and complicated a process of determining eligibility and

the amount of benefit in the individual cases.
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"*What improvements should be sought in the current
system of wage and payroll taxes?

*What improvements can be made in grievance procedures,
appeals machinery and appointment of one or more
ombudsmen, to safeguard the rights and dignity of be-
neficiaries?

*What sort of central authority can be set up to monitor
and report on the system as a whole, to insure that it
is an integrated system that lends itself neither to
abuse of social security by cheats or abuse of benefi-
ciaries by bureaucrats?

I feel, Mr. Cannon that in good part this movement
toward an integrated social security system is valuable not
only for Puerto Rico but for the States. If this pioneering
effort can succeed it may point the way for others. If, as
is more likely, it succeeds only partially, it will be a
guide to some of the pitfalls and some of the possibilities.
Our U. S. social security system is comparatively young,
fresh, now more than ever needed and more than ever requiring
a careful looking at. Perhaps our effort will help. In any
event, I believe it will help us in a substantial way to
deal with some of the fallout from the problems suggested
in the beginning of this memorandum.

Our people will deeply appreciate the help you can
give us. A memorandum from your Council stating its
approval and support of our effort will facilitate our
data-gathering which is so dependent on the assistance of
federal offices in Washington and in San Juan.. I. should
also like to discuss the ellglblllty of this program for
financial assistance.

I look forward to hearing from you and to seeing you
again, and to talking with your people, as you suggested.
Again, my thanks.

e incgragdly,
{ N

e

\
Miguel A. Hernéndez Ag

P. S. Shguld, further clarification
be needed please write or
telephone me at (809) 723-1976
and 723-5392.
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THE WHITE HOUSE
WASHINGTON
May 27, 1975

MEMORANDUM FOR: DOUG COSTLE
MIKE DUVAL
TOD HULLIN
PAUL LEACH
LYNN MAY
DICK PARSONS
ART QUERN
NORM ROSSY’
ROGER SEMERAD

FROM: JIM FALK 7

Attached you will find copies of proposed resolutions which will be considered by
the National Governors' Conference at the National Convention on June 8-11.
Please examine the resolutions in your area of responsibility with a view to deter-
mining whether or not they are consistent with administration policy.

‘As to those resolutions which are consistent with administration policy, you should V
so indicate on the facexof the resolutions itself.

' |

As to those resolutions which are only partially consistent but could be amended,

please provide brief amendatory language.

As to those which are contrary to our positions, please indicate the reasons for
our opposition. :

It is important that your reply by received by 9: 00 a.m., Thursday, June 5th
for our use in a meeting with the key administration officials that will be attending
the conference.

Thank you. If you have any questions, please contact Pat Delaney as soon as
possible. :

cc: James Cannon
, Jim Cavanaugh
Dick Dunham






cC. -1
PREAMBLE

The Human Resources Committee ©f the National Governors' Conference has
reviewed the NGC Human Resources policy positions for 19#3-1974&. .1974-1975. Al-
though these statement do reflect the position of the Nation's Governors on a va-
riety of human resources issues, the Committee believes that its time and efforts
tan be better channeled in direct!iong other than the development of detailed
policy statements.

It 18 our preference that we deal less in specifics with these statements
and, instead, concentrate on brevity. Feimewiski=aiiowas=mofskioes e sane
ﬂﬁﬁn—ﬂ%h&ﬂﬁ%—%*‘“ﬁﬂg-ﬁtﬁ—»ﬂdl%—hﬂkk
plesnding—and-manpowed.

The human resources policy statements for 1974=1875 1975-1976 reflect the
Committee's desire for brief, concise statements which will provide the foundation for
continuing multi-state involvement in making in-depth suggestions to the federal
government on a situation-by-situation basis.

-The-annual —raport of- the Human Ressurees -Gommitteey—which-ie- dissued- ceparately
Adrem-rhese wiaterents —diseunnen- bthe ddpectdens da-whioh- thie- complitee haa-worked
during- the past-yeerv—-In-addition,dit-sutiines -in-greater -detail -the-epeeific-
projects-and- goale-of-the-committee-during- the -coming year.

“Fhe—National -Governors L -Gonference beld eves that these policy atatements
-encompass —the- major- humen- resourees-{sauee- vhich- the -States- Wit -be- faced-with
“durdng the —commbng yemr~ - Hewevey p oi- these asueay —severak ave ~conatdered- oo
be-of -the—highest priority: - -Fhese -tosues—not -necessarily -in-order-of -imporgance sy
m?--heahirﬁnmcing.-‘mhlziem—lggiakeeiﬂr-ehe-eiieeee-of-themem
~economy- on -human -resources-programs-;- and -education—£inencing.

|
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HUMAN SERVICES PROGRAM REFORM

A. Supports concept of eligibility for income maintenance, social services,
subsidized medical care, and food programs based on income. Supports equal treat-
ment for families, working poor, childless couples and individuals regardless of
marital status or family composition.

B. Supports federal financial responsibility for a national minimum standard
income maintenance program.

C. Supports structuring human services programs based upon common goals,
for example, social services and rehabilitation programs m.ight. be directed to
the following specific goals, as appropriate, for particular families and
individuals:

4+ --Sedf~support goat: - to-acirteve and -mrintzinr naximm—feastible
~tevel -of-employment- and -economtc- self~suffictency-

2+ =-Geif=care—or fantly~care goat:s - to-ariteve wmd mrintahr maximm

peraenad- kndopendencey woldi=deteralaetion -aad-securdby dn—the-
“home ¢ Laeduddngy -for- ehiddreon p the -wchievenent —of poninun-potential
for-eventual dandependent ddvings .

B —-Commundty-baged —care- goabi- - o cecure and -pointata- communt by baged
-cere-which-approximet es -o- home--environment- wvhen -living -et—home-io
ek —Eensdble and -inst deetdeonsl care 49 fnapproprdate ~Hreluddng

care—in hatf-wvay-houses;--fonster-homes,- group-homess-etc:) -

4= —-Enstitutional-care goats-—to-secure-eppropriate 4nstitutional

-care-when-other-forms-of care wre-not feastbile.



1. achieving or maintaining economic self-support to
prevent, reduce, or eliminate dependency;

2. achieving or maintaining self-suffieiency, including
reduction or prevention of dependency;

3. preventing'or remedying neglect, abuse, or exploitation
of children and adults unable to proteet their own
interests, or preserving, rehabilitating or reuniting
families;

4. preventing or reducing inappropriate institutional
care by providing for community-based care, home-
based care, or other forms of less intensive care, or,

5. securing referral or admission for institutional care
when other forms of care are not appropriate, or

providing services to individuals in institutions.

D. Support basic purposes of pending federal proposals which would remove
some barriers to States planning and administering a broad range of allied human
services programs in a coordinated manner and in a manner which more adequately
reflects the state priorities. Such action would be .an important first step
toward accomplishment of needed basic reforms including consolidation of existing
categorical programs and g strong leadership role for the States. Provisions
of the pending federal proposal which should be supported include:

1. State designated sub-state services areas recognized as the
common geographical areas for planning human services programs.

2. Options available to States to transfer a portion of funds avail-
able to a certain program to other federal programs included in

a State or sub-state human services plan.

& =



3. Options available to States to have certain statutory requirements
and administrative regulations waived if they impede the develop-
ment of a coordinated services program.

4. Special funds for comprehensive planning activities in the field of
human services both for state and sub-state services areas, and
administrative start-up costs for the implementation of such plans.

5. Provisions which would allow States to consolidate HEW funds avail-
able for planning under various programs.

E. - Supporte-a prempt degislative selutien-to-the -current- impasee-in -the-social
serwieee pregrom-which-weuld-have- the -failf;wiag -eagentlal- charactertaties:

1+ - -Requiremeats for-lkimiiing services-to- welfare-reciplents- and the
pooz-with-Upoor!-defined -by- the- uae -of- state- adjusted -Hving
stendards- plus- pessible -higher -standards -for- partially -subsidiced

PELTRESE

2. _ Pravide-epporsunity-for- welfare-recipients-te obtain seetal- ser-
viees- that they -need -but- repeal-of present-90-10-timitation-en
services -required- to go- o -welfare veeipients.

3.~ -Allowing -use-of -goetal services-funds-for medical-and subsistence
eosts-vhich- are -inetdental -to- a-comprehensive -service- program,
but with -time-timitations-for- sueh use -for-am 4dndéviduai.

&~ -Allow- use -of-social-services funde for -related humanr services
planning; coordinatiom,- and -cese -management -and- 1 inkeage -with
the -Comprehensive- Employment Tratndng-Act- and -other -human
resources -p-!lann'hrg— activities-

5~ Broaden-options -for-States -in- demignation of -responsibiiity-4n
state- government- for -social -services-program-administration
and -planning.



6 - - A-clear-statement- of federal 4nterests -amd- requirements -t the
statute-specificaliy -with-respect -to- ineligible services; -income
etigibitity,~amd other key -features of -federal financiat parti~
cipation -8u- thatthe -3tates Tan-plan- amd execute- their- programs
in-an- atrosphere of —ecavtatnty.

-~ - A-publie -planning- and -aceeuntability- process wi-thin -each -Steate
for -developing -and- executing a- comprehensive -social services
pregram-rather -then-excesstve- federal ~-regulations-governing
State activities, :

The - Governere- urge the -Secretary- o £ LW~ to- euppert- leglslatlon- te this-endy
and-further urge -the-CGongreas -to-enact-prompt 1y sueh -legislation ~ - 1£-the- eract—-
nment -of- sueh- legielation - eannot-be -acecomplished expeditiouslys-the-Coverners
urge -the- eontinuation -of- eurrent-moritoriun- on -new-regulations-untid-such

legislation -becomes- effective.

E. The National Governors Conference commends the Congress
and the Administration for the enactment of the new social services
law (Title XX) and urgeq.that in the implementation and refinement
of the program, there be a continuation of the same spirit of coope-
ration and maximum flexibility for States which characterised the

development of the legislation.

F. Urge™ that the Supplemental Security Income Program provide

for full federal finaneing of the automatic cost of living increases

and-fuii-federai-financing-of-these-inereases~ to be passed on t& fhe

SSI recipients.



G. Provide for the continﬁation after June 30, a9Mm 1975 of food stamp benefits
or the cash out option for the aged, blind, and disabled receiving SSI benefits.

H. The National Governors' Conference urges that federal legislation and
programs contain provisions for increased experimentation among the various
States and allowances for differing approaches in implementation and administration

of these programs, so that differenct needs and situations of the States can be met.

- ——

This could include the option of the development of State plans 1in
which States devise their own structure and programs to meet the goals

and objectives of the federal legislation.

I. We support improved federal and state efforts to combat hunger and mal-
nutrition, including the improved administration and coordination of present food
programs and the continued purchase by the federal government -- at market prices,
if necessary -~ of commodity foods for distribution to school and supplemental
feeding programs.

J. NGC supports positive management and initiatives by both federal and
state government to incréase efficiency and reduce errors in public assistance
payment programs. NGC does not consider that the punitive program of fiscal
sanctions levied againat States and localities on the basis of error rate
samples represents a contribution toward these goals nor a recognition of the
equal reaponsibility of both federal and state members of the partnership for
high levels of error.

The NGC therefore urges HEW to revoke its regulation imposing fiscal
sanctions to focus instead on efforts to stabilize regulations, simplify admin-

istration, and to asaist States to develop constructive programs to minimize error.

K. Urge Congreas to provide in all grant-in-ajd legislation a specific
section that allows for the timely and legitimate state legal and budgetary process

to occur prior to the implementation of any new program or changes in existing programs.



L. Urge continued financial assistance to programs now funded through the

Beonemto-Opportunity-Act Headstart, Economic Opportunity and Community

Partnership Act of 1974 including assistance to State O0EO offices and

partial financial assistance to Community Action Agencies only upon the

approval of the Governor or a local official designated by the Governor.
M. During this period of a depressed economy, food stamps are

helpful in the support of our needy citizens. Many of our people are

in dire need of food stamp assistance immediately, and yet delays in
processing applications and long periods of unnecessary waiting are
causing hardships among many low-income citizens. The federal red
tape of long and detailed registration and application procedures is
causing these unnecessary delays. The National Governors Conference
calls upon the Secretary of Agriculture to design a simplified ene
page-form-for-application-of-food-stamps-in-erder-that-these-stamps
may-be-issued—the-day—of-appiieatéen?—if-further-iufe!maéion-is
requried-by-the-federat-governmenty-a-mere-detaited-form-may-be-exe-
ecuted-within-a-reasenabite-time-after-food-stamps-are-first-issued-on
the-basis-ef-a-simptified-appiication-formy-but-in-no-way-sheuid-this
deiay-the-necessary-assistance-to-the-needyr gfvcedure for dpplication

for food stamps.

CQ’B

INFLATION AND THE HUMAN RESOURCE PROGRAM

Inflation is having a disproportionate and very severe impact on the poor,
unemployed, and the disabled, the aged and other persons served by human resources
programs and on the amount of financial support available to support the human

reaource programa deaigned to amalst much perasons.



The National Govefno;s' Conference urges the federal government to make
a special effort (1) to provide financial adjustments for inflation in human
tenourcenr Prograna nnq (2) to take a new initiative to wtop the time in the
prices of basic human needs, such as food, medical care and home energy needs.
A. Federal financial adjustments for inflation in human resources programs
should be made through:

1. Additional appropriations for cost of living adjustments in the
welfare program, for higher stipends in manpower training pro-
grams, for larger basic grants for higher education students,
and other related human resources programs.

2. Minimum wage increases consistent with inflation increases.

3. Higher income eligibility criteria for participation in human
resources programs, such as education aid for disadvantaged
childfen.

4., Increased in statutorily set authorization ceilings when
increasea in the minimum wage or inflation re&uce the net
amount of services that can be offered within such a ceiling.

B. A special federal effort should be madé to control the rise in the
price of basic human needs.

1. Through the use of national guidelines, long-range planning
and wage and price controls as appropriate; and

2. Through national legislation reatﬁucturing inflationary economic
arr#ngementa. such as might be done with nétional health insur-

ance in the health sector.
C. = &

CHILDREN'S SERVICES

A. The National Governors' Conference recommends revising existing state
child neglect and abuse lawa to:
1. Expand the definition of abuse to include emotional, physical

and sexual abuse as well as mneglect.

-8~



2. Include provision for preventive and remedial measures, and
not aimply punitive ones. K,
). Mandate reporting of suspected neglect by all permona regularly
coming into contact with children. '
4. Ensure coordinated reporting and service functions.

B. We urge the States to enact legislation requiring health insurance com=
panies to begin coverage of children at birth.

é. We believe that one of‘the important stages in assuring normal physical
and mental development in childrenm is to provide early and periodic screening,
diagnosis and treatment for all children. We urge health care providers to
make special efforts to provide necessary treatment to such children.

D. We support all efforts to assist in the elimination of nutritional
deficiencies in children.

E. We urge the States to strengthen and support family foster care for

children separated from their natural parents.

C."S
HEALTH

A. Federal Reaponsibility for Financing Health Programs

1. The National Governors' Conference recommends national policy
which establishes health financing as primarily a federal level
regpongibility.

2, As its firet priority for health, the National Governors' Con-
fe?ence urges prompt enactment of federal legislation:

a. to guarantee an adequate set of comprehensive health
benefits to every citizen regardless of his personal
financial resources;

b. to finance such benefits through a federal level mechanism
which combines public and private contributions in the

most efficient and equitable manner feasible;
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c. to include in the method of financing health benefits
the financing that may be needed for meeting the health
manpower and health facilities needs of the future as
eatablished by state and local comprehensive health plans;
d. to utilize the existing private entérprise medical services
system and to reimburse private vendors of health services
in a manner.
(1) which encourages flexibility and innovation;
(2) which is consistent with‘state and local planning
| ' and regulation efforts; énd ’
(3) which promotes efficient delivery and proper
utilization.
e. and to recognize that, to the extent that governmental
financing is involved, such financing shall be primarily
a federal reasponsibility, amrdy- £e-previde further-that
4if Medieaid 48-continued-it -ehail -be- ene -hundred- perceant
{1002)- federally financed.
The National Governors' Conference urges the federal government
to reinstate financial support for needed medical research efforts.
The National Governors' Conference asks Congress to provide full
funding, longer term authorizationa and flexibility for existing
health manp&wer, health maintenance organizaﬁions; drugs, alcoholism,
mental health and mental retardation programs. Congress-should

adk = immediately- for- eentinuation- after- Jume- 305 19745 of- such

federal- health- programs -as- the 141 t-Burtonr program and -the ~Community

-0~



Mental Health- Centers-program -and-cther-progrﬁna— the
auvtherization for which expires- on-June-30,-19%4.

5. The National Governors' Conference urges the federal government
to establish, along with national health insurance coverage, a
comprehensive program to reduce or prevent the affliction of
the major cripplers or killers of the American people using

basically the presently existing system of health care delivery.

B. States' Responsibilities for Financing Health Programs
The National Governors' Conference urges the States to provide continued
financial support for:
1. the development of state health manpower and education programs;
2. the support of professional staff needed for the new planning
and regulation efforts on the state 1e;el.

C. Federal/State Responsibility for Health Planning and Regulation

dv~ -The-National Governors: -Conference -recommends -national poitey
whichk clearly- estatriishes heglth-plrarming amd-reguiations-as
primaridy-& -etate -and-tocael-governmental -respensibdd ey,
2+~ The-Natdenal Gevernotrs - -Gonference -urges ~the- passage of- federal
plaaring-and reguletery -legtslation:
a r - which- mainteins -stratght- iine- accountabtlity -to- etected
state- ané -loeal -of fietals-and- does not -mendate the -use
of -non-publdie-instrumentatitiess
br - which- mandates -functions; -not- atructure ;- dn-order-to aliow
for flexible- state-and -loeal retationships;
er - Stotea- shouwld-be -allewed- to -choose -the -agency -or-agencies
they beiteve- to -be-most capabie-for their own State to-

carry- out the- foldowing- funrctions:

=71~



*wcmnznlAnmx-nums,_dumgmlxm—pﬁkksﬂuﬂd-u;hnaldL
esm= proviters or- researchers- by govarnment -agencies. or
third- party- payorss

~—right- of -aceess to-serviee -and- finanelal- information -
posaesased -by-health-eare-providersy

~-power- to -zlleeate- eapitel-among-competing- oF -alternative
health-providers or-elasses -of-health-providerss-and-

~-power- to-quelify - 1ieense-or register-health-manpower.
ds -~ whiclr provides- for voordinatton of federal retmbursament
poitcy for matiomally -fhmanced healtir bemefits “amd- federat
reattir mnpower ~awmt- factiity funds with-stute “pTuns ~ard
regultations; and
er - whieh -evaluates -Staetesl efforts on the-basis-of performnce
and -ot- er -erhi trary- federatly devised-structural- and pro-

cedural- requirements.

The National Governors‘Conference continues to support the estab-
lishment of a sound program of health planning, resource development
and health care cost control.

During the legiaslative debate on the Health Planning and Resource
Development Act of 1974 (Public Law 93-641), Governors and local
elected officials stressed the need to provide for adequate public
.accountability in the éarrying out of these functions.

The legislation as enacted, while containing some amendments
sought by Governors, is still completely unacceptable in its lack
of clear lines of public accountability for developing plans and

making decisions that effect the delivery of health care services.
w3 B



We ask that the Congress consider the implications for society
of the enactment of the health planning and regulation bill effect-
ing the delivery of over $100 billion of health care services which
inadequately addresses the issue of public accountability.

The National Governors Conference urges that there be an immediate
evaluation by the Congress of the adequacy of the new health planning
law and the policies of the Department of Health, Education, and
Welfare in implementing the new law.

Such an evaluation and the determination of actions needed should
focus on the issue of public accountability.

Congress should scrutinize the provisions in the law which give
one official of the executive branch of the federal government, the
Secretary of HEW, the power to control decision making structures
for the critical choices effecting health care services for indivi-
duals in their communities and States.

In addition, Congresg'should recognize that many States have

cre>ted ~ubstate districts, with federal encouragement, to reduce

overlap and duplication and to support comprehensive planning across
functional lines.

The administration of the Health Planning and Resource Develop-
ment Act of 1974, as outlined to the States by the Department of
Health, Education, and Welfare, would seriously damage the uniform
district effort.

The National Governors Conference urges that, at a minimum, the
following policies should guide the implementation of the law or
the development of changes in the law:

1. The Governor, in consultation with local officials, should
have the authority to designate health service areas without regard
to such arbitrary criteria as populations minimums of 500,000 and

prohibition of division of Standard Metropolitan Statistical Areas.
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(SMSAs). The Secretary of HEW should adopt the health service area
designation submitted by a Governor.

2. The Governor, in consultation with local elected officials,
should be responsible for the designation of the health systems
agency at the local level to serve as the publicly a-countable or-
ganization for health planning and related decision making.

3. The Governor should be responsible for the establishment and
structuring of health planning and resource development decision
making mechanisms at the state level so as to ensure consistency
with state law and policies and to facilitate public accountability
rather than autonomous decision making. As an interim measure, the
National Governors Conference strongly supports pending amendments
to the health planning law to allow waivers from requirements re-
garding population size of health service areas and waiver of the
statutory requisements concerning structure, funetion, and composition
of Health Syestems Agencies and their governing boards, the Statewide
Health Coordinating Council, and the State Health Planning and De-

_velopment Agency.
D. States' Responsibilities for Health Plapning and Regulation

The National Governors' Conference urges the States to enact needed planning
and regulatory legislation. Such legislation might include: establishment of
Certificate of Need Legislation for facilities and health services; prospective
budgeting and other cost control legislation for health vendors} provision for
gtioty state vemprehenaive health planning) ceordinatien of the ewpenditures of

federal and state funds; encouragement of local planning; and the development of

more flexible licensing laws.

E. The Nature of the Health Delivery System

The National Governors' Conference supports the maintenance of the private
nature of the health delivery aystem until and unleas proved unsatisfactory, and

encourages the federal govermment and the States to shap legislation which provides for:
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1. Greater flexibility and financial support for innovation and
improvement in the health delivery system, such as support of
health maintenance organizations.

2. Recognition that health delivery is primarily a personal service
and 1s best performed in a decentralized and deinstitutionalized

manner on a community basis.

C. -6
EDUCATION

A. Recognizing the major responsibilities the States have for education
and in light of questions faised,by.recent court.decisions regarding the
financing of elementary and secondary education, all Governoés are urged to
review the present system of finéncing elementary and secondary education in
their States. This is especially true in light of the Supreme Court decision
which focused responsibility for the financing of education upon the States.
Governors feel that the States should take immediate action toward assuming
greater responsibility for financing local education in order to eliminate the
influence of local wealth in education opportunities and so as to guarantee
educational spending in accordance with educational needs. States should imple-
ment alternative methods of financing education designed to relieve the undue
burden on the local property tax.

B. While achieving equality of educational opportunity is primarily a
state responsibility, the Governors are hopeful that new federal assistance will
be forthcoming to aid the States in this endeavor. Federal programs designed to
assist intrastate equalization efforts should be mindful of the differing state

political traditions and fiscal preferences and, therefore, should not be aimed
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at encouraging a single, federally prescribed approach to education finance
reform. Moreover, federal aasistance should not be tied to other objectives
such as property tax relief, since local tax relief and reform are state concerns
and must ultimately depend upon state action.

C. The National Governors' Conference supports the assumption by the
federal government of far greater responsibility for the financing of education.
Such increased federal financial participation should take the form of block
grants to the States for educational purposes.

D. Federal grant-in-aid programs should continue to encourage new and
innovative solutions to the serious problems that face our educational systems.

E. The National Governors' Conference supports adequate advance funding
of existing federal programs commensurate with critical educational needs.

F. The Conference supports consolidation of existing federal grant-in-aid
programs for education into broad functional categories. We further support
maximum administrative simplification of planning, application, allocationm,
accounting, and reporting procedures for all consolidated grant-in-aid programs.
Every effort should be made to develop the necessary fiscal and administrative
capacity in the States to effectively assume responsibility for consolidated
grant-in-aid programs.

G. The National~G6vernora’ Conference believes it should be the responsibility
of each State, as an integral part of a free public education, to provide for
special education services sufficient to #dentify and meet the needs of all
handicapped children.

H. Recognizing the tremendous additional financial burden which would be
incurred in providing for the education of all handicapped children, the
National Governors' Conference calls upon the federal government to increase its
asgistance to the States in fulfilling this commitment. Federal assistance,

however, should allow maximum flexibility and diécretion to the States in providing
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the essential services they deem appropriate, since these services in many
States are administered by more than one agency.

1. The National Governors' Conference supports recognition by federal
and state governments of their responsibility to help preserve the contributions
of private education.

J. The funding of postsecondary education has rapidly become one of the
Nation's biggest problems. In a recent survey, Governors identified post-
secondary education finance as one of their three top priorities and concerns
in the field of education. It is most appropriate, therefore, that the
National Governors' Conference Lndertake a review of such surveys and related

studies related to postsecondary education.

=7

MANPOWER TRAINING AND DEVELOPMENT

A. The National Governors'.Conference urges that implementation of the Com-
prehensive Employment and Training Act (CETA) be carried out in the spirit of
the legislation. Specifically, we urge tﬂat the regulations governing the
administration of programs under CETA be kept brief; provide maximum flexibility
to prime sponsors; and take into conmsideration existing state and local laws,
as well as existing federal regulationms.

B. As consolidation and decategorization of programs take place under aqll
titles of CETA, the Congress and the Administration are urged to review the program
effectiveness and planning and delivery of manpower services under CETA and also
under the Wagner Peyser Act together with the linkages of these acts with vocational
education and vocational.rghabilita:ion. Assistance and advice from state Manpower
Services Councils, created under CETA, should be sought in this process of federal

review.
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(. The National Governors' Conference strongly opposes legislative proposale
to establish additional categorical manpower programs and efforts to provide a
national guarantee of funding levels by prime sponsors for particular programs and
instead urges increased decategorization of manpower programs.

D. The National Govermors' Conference strongly opposes efforts to decrease
the population of local governments eligible as prime sponsors or to make local
school districts eligible as prime sponsors.

E. The National Governors' Conference urges the executive aﬁd legislative
branches of the federal government to augment existing manpower programs with
enough fiscal resources to deal quickly and effectively with the 1975 unemployment
difficulties, including summer youth employment funds and public service employment
funs.

F. Because of our national need to properly match persons in need of work
with available job openinés, the National Govermors' Conference calls upon the
Congress and the Administration to adequately fund the joint federal-state Employ-
ment Service. In a period of recession, more workers seek employment services, and
proposed budget and ataffing cuts pnly serve to lessen the ability to perform such
services when there is a greater than normal need to counsel and place workers.

G. The National Govermors' Conference urges thqt the role and function of
the State Manpower Service Council be maintained and strengthened; specifically all
CETA Title III activities such as programs for migrante, Indians and correctional in-
mates within States should come within the preview of the Councils.

Fhe-National-Governorsl-Gonference-suppores—and-encourages-policies—that—enabie
all-Americans—te—achieve-and-maintein-esclif-suiiietency-and-gainful-employment
epportunities,

¥he-NGG-w§shee—eo—ataee-ehei—Gevernorg—have—an—ebiigee*on-ee—previde—iunedieee

papietence—to—these—unemployed-dnerienns-whe-suffer—dupdnp-pordodu-of-vnvevailyv-high
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unempioyment7-ueiiia*ng—ehg—!eeoaeeea—avaiiabie—ee-Se;eesg-snch-as—pubiie—eervice
empioyment;-unemployment-inouranees—and-publie-works-programs——-The-NG6-recognises,
hewevers—chat-publéc—service—empioyment—aione—will-nets-and-coannce;-gotve—dmericals
economie-problema-nor-provide-tong-termnotutions-for-our-etttsens.

The-Nettonla-Governors-suppore-ati-cffores-made—by-the-Congreas-and-che-federal
government-to-provide—meentngful-and-digndfied-waya-to-provide-umenpioyed-Aneriesns
with-pubitte-service—employment—opportunitics;-unemplioyment—insurance-assistance
and-Jobs—through-pubite~works—-projeces.

H. Public servic employment, although it possecsses some advantages as a counter-
eyelical tool, should principally be utilized to attach structural unemployment and
assist the disadvantaged and other hard to employ groups to enter and remain in
the work force. Public Qervice employment alone will not cure the illes of a nation
suffering from recession. Therefore, the National Governors' Conference urges
Congress and the Administration to use more fundamental approaches to combat the
current recession, including monetary policy changees and fiscal measures such as
tax cuts, public works epending, and counter-cyclical revenue sharing.

The-Gonference-suppores—the—£fotitowing-potiey-recommendattons:

}v-—Fhat-Congreag-appropriete—at—lesat-another-fi-bilidon—fromthe-intedal

$3vr5-bitldon—euthoriastion-esf-Titie Pi-of—the~Comprehensive-Enployment

end~Tratatng-het-of-1073+

{ay-—Fe-chould-be-recognined—that-tf-no-addititonal-funds—are~appropriated
for—publie—service—empioyment-beyond-these—of-December-19745—then
fupther-paymenta—under—utenpiornent—insurances—weltfare-—and
medieaid-programa—wili-be-made-correspondingiy—higher.

py——White—te-do—antietpated-that-Geongress-wiilt-monttor—the~pregresa
of-eitys—-county;-and—stete—public-service-employment-utitisationy

te—is-puggested-that~this-nev-recommended-§i-bititon-and—othes
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appropriations—for-fiscai-years-1975-and-1976-be-made-avaiiabie
to—individuat-prime—sponsors-vhen-they-have-effectively-and-fuiiy

cdmmitted-previousiy-appropriated-£funds.

2+—-Fhat-Gongresa—extend—Fitie—i-of-the-Emergeney-dobs-and-tUnempioyment-Aet

0£-1974-(CETA-Titie-¥i}-—-This-entension-shouid-inciude-a-funding
auvthorizetion—that-wili-provide-such-sums—as-may-be-neceesary-to-enabie
a-signifieant-number—ef—unenpioyed—Americans—to—teteive¥pubiie—serviee
job—opportunities—+——Fhe-extension;—et-a-ninimum;-should-continue-through
fiacat-year—1976.

The National Governors' Conference supports Congressional efforts to extend
CETA Title VI fhrough FY 1976, This extension should include a funding
authoriaation that will provide such sums as may be necessary to enable a
significant number of unemployed Americans to receive public service

Jjob opportunities, if required.

3+—-Fhat-the-Act-and-Regultations-for-the-Emergeney-Jobs-Brogrambe-amended

itemedietely-to-astate-ther-Yprime-sponsera-—uedlise-gs-lease-85—peveent
of—the-funde—for-vages—end-fringe-benefits—and-15-percent-eof-the-funds-for
edministrations;-training;—supportive—services—and-{ob-retated-equipment
for-pareieipanto—in—the-programs'

The National Govermors' Conference calls for the Comprehensive Employment
and Training Act and the regulations for public service employment
programs to be amended to allow prime sponsors to utilise up to L5 percent
of the funds for training, supportive services and adminigtrative costs,
ineluding the purchase or lease of job-related equipment and supplies for
participants.

That state, city, and county governments develop and maintain effective
cooperative working relationships in the administration of all public-jobs
programs, including the provision of equitable state public service employ-
ment opportunities in areas of over 100,000 population.
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c - 8

UNEMPLOYMENT COMPENSATION

WHEREAS, several States are compelled to borrow from funds controlled by the
federal government to pay for unemployment benefits, and

WHEREAS, the national rate of unemployment is in excess of 8 percent and is
projected to average 7.9 percent in 1976, and

WHEREAS, state and local economies have unemployment rates far in excess of

the national average, and
WHEREAS, the federal government has recognized the need to restructure unemploy-

ment benefits through the creation of special and extended benefits pro-

gram which include federal funds;
NOW, THEREFORE, BE IT RESOLVED:

That 1) if a state unémployment rate reaches 10 percent and if a state's
employment trust fund has a balance sufficient to cover only one month of benefit
payments, then the financing of the Extended Benefits Program shall extend to the
Regular Unemployment Benefits Program and that 2) the federal government use its

general ¥evenues when necessary to finance the federal share.

—

C. - &

PREVENTION AND TREATMENT OF CHEMICAL ABUSE, DRUG ABUSE,
NARCOTICS ADDICTION AND ALCOHOLISM

A. The National Governors' Conference supports the development of a

national commitment to deal with the problems of narcotics addiction, drug

abuse, and alcoholism.

B. We support full funding of federal drug and alcoholism prevention and

treatment legislation which provides the first stages toward a national commit-

ment to combat chemical abuse. Additional action by the federal government will

be required to provide support, on a scale commensurate with the need of
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research and for a full range of treatment resources for all addicts, drug
abusers, and alcoholics who can benefit from it. Such funds should be made
available on a flexible basis and in accordance with state established priorities
so that state and local governments can use them in the most effective manner

possible.

c. - 10

X NON-DISCRIMINATORY TREATMENT FOR PUERTO RICO AND THE TERRITORIES

The National Governors' Conference urges that federal programs be revised
to provide non-discriminatory treatment for the people of the Commonwealth of
Puerto Rico and the Territories in all Human Resources legislation.

The National Governors' Conference urges the removal of ceilings on the
amount of federal expenditures for Medicaid in the Commonwealth of Puerto Rico
and the Territories.

The National Governors' Conference supports removal of '"'set-asides" on the
amount of federal expenditures for education in the Commonwealth of Puerto Rico
and the Territories and 6f formulas which do not treat them in the same way as the

States.

Co b 11

PROGRAM ADMINISTRATION

Each State should develop and administer all of its programs in a com-

pletely non-discriminatory manner.
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