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Over the past 50 years, support for state-
hood in Puerto Rico has been increasing.
Its supporters believe it would end colo-

nialism, lead to political equality, and generate
economic prosperity. Statehood would end
Puerto Rico’s political uncertainties since it is the
only form of permanent union with the U.S. This
was stated clearly in the December 2005 report
by the President’s Task Force on Status where it
stated the form of government we now have, the
commonwealth status, isn’t a permanent union
with the U.S.

Unlike under statehood, treaties, compacts,
agreements, and territorial statuses as Puerto Rico
has now can’t guarantee permanent union with the
U.S. Congress can dispose of a territory unilater-
ally and change the rules that apply to it as it
pleases, and treaties and compacts, including with
Free Associated States (FAS) countries, may be

cancelled or changed unilaterally. In addition, no
Congress can commit future Congresses. 

EQUAL TREATMENT FOR PUERTO RICO

As a U.S. state, Puerto Rico would be a 
permanent member of the union and would
share the same rights, responsibilities (includ-
ing paying federal taxes), and benefits as other
U.S. citizens have in the 50 states, but remain
sovereign in matters the U.S. Constitution
doesn’t delegate to the federal government with
its own local state rights and laws as every state
has. Only as a state could Puerto Rico receive
the same proportionate amount of federal funds
the citizens in the 50 states receive. Under
commonwealth, many federal programs don’t
apply to Puerto Rico and, when they do, the
island usually receives less funding per capita
than the 50 states.

U.S. citizenship would be guaranteed by the
U.S. Constitution, not by any statute or law as it
is now in Puerto Rico. Citizens residing in the
state of Puerto Rico would have the right to vote

for the president and vice president and would be
represented by two senators in the U.S. Senate
and six–to-seven congressmen in the House of
Representatives. Instead of one nonvoting mem-
ber of Congress as Puerto Rico has now, the
island would have seven or eight voting members
in Congress. 

If Puerto Rico were a state, it would no longer
be considered a single congressional district but
be divided into some six or seven districts whose
boundaries would be determined by the local
population, as is the case now for senatorial dis-
tricts in local elections. Elected representatives
would represent not only the interests of all
Puerto Rico residents, but also of the local con-
gressional district that elected them. 

As a state, Puerto Rico could have seven-to-
eight electoral votes in the presidential elections,
which would put it at the same level as or ahead of
26 states and make it one of the most important
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campaign stops during the primaries and elec-
tions. Puerto Rico still would create and enforce
local laws (as the 50 states do), as long as they
donÕt conflict with the U.S. Constitution or fed-
eral laws. It also would elect its own mayors,
state legislators, and governor as it currently does.

STATEHOOD MEANS MORE REVENUE

Under statehood, Puerto Rico would have full
political empowerment, which translates into 
economic empowerment. Puerto Rico, without
congressional or presidential voting rights, cur-
renlty has no real power to affect decisions made
in Washington, D.C. including in Congress, about
the island and, as a result, has much less eco-
nomic power. Puerto RicoÕs power now depends
on the persuasive ability of the resident commis-
sioner and the paid lobbyists. 

Statehood would stimulate the Puerto Rico
economy to grow 2.2% to 3.5% faster than it is
doing now through full integration with the
U.S. economy and political system, according
to some studies. 

Had Puerto Rico become a state instead of
remaining a territory even after the adoption of
the Commonwealth Constitution, U.S. citizens
residing on the island would have been earning
more pay through greater integration with the
U.S. economy. Real per capita income would
have grown more than under commonwealth.

If Puerto Rico had been able to catch up with
Mississippi, the poorest state, island residents
would have a per capita income of $24,379 a
year, or $12,348 more than they have now. This is
more than double Puerto RicoÕs 2004 per capita
income ($12,031). 

If per capita federal expenditures in Puerto
Rico were the same as in Mississippi, which
has a population of 2.9 million, the island
would have received more than $29.77 billion
from the federal government in 2004, nearly
double the $15.5 billion it received that same
year. Statehood would eliminate uncertainties
about Puerto RicoÕs status and lower its politi-
cal risk, making the island even more secure
and attractive to investors.

THE ISSUE OFTAXES

Under statehood, because of the more than dou-
bling of the amount of federal funds that would
enter Puerto Rico, local income-tax rates would
be reduced considerably so average taxpayers
would pay much less than they do under com-
monwealth. Right now, nine states donÕt have
personal income tax because of all the money
they receive from the federal government, and
state taxes in the 50 states range from 0.5% in
Oklahoma to a high of 9.3% in California for its
highest-income bracket. The state tax in
Mississippi varies from a low of 3% for the 
lowest-income bracket to a high of 5% for the
highest-income bracket. Four states with similar
population as Puerto Rico average a 4.0%
income-tax rate. Two-thirds of families in Puerto
Rico would pay no federal income tax because
their income level right now is below the mini-
mum level of income that is subject to federal tax
in the states. In fact, a majority of these 
low-income families that wouldnÕt pay federal

taxes would be eligible to receive checks from
the federal government under the Earned
Income Tax Credit (EITC), a federal program
available in the 50 states that right now doesnÕt
apply to Puerto Rico.

Through the EITC, the government distributes
about $40 billion in checks to families and indi-
viduals who qualify for this tax credit, even
though they donÕt pay taxes, and a substantial
number of Puerto Rico residents would qualify
for this credit. Under statehood, two out of every
three families wouldnÕt pay any federal income
tax and a majority would receive a check from
the government without having paid federal 
personal income tax.

Business owners could take advantage of an
even wider array of federal tax credits and
deductions to reduce their tax liability. Large

corporations that have been largely tax exempt
from local and federal taxes for decades would
bear most of the burden of federal corporate
income tax in Puerto Rico. However, the local
governmentÕs corporate tax rates would be
reduced considerably. Because the amount of
federal money coming into Puerto Rico would
more than double, the state of Puerto Rico
could reduce local personal and corporate
income taxes considerably.

The government of Puerto Rico could forgo
its inefficient excise-tax system if the tax were
assessed instead as a retail sales tax as it is in
most states. That idea currently is being pro-
posed as part of the local tax-reform legislation.
It would tax all goods sold to all consumers,
regardless of whether they filed an income-tax
return, and impose no tax on business-to-business
transactions. With an effective consumer sales
tax, Puerto Rico would be able to collect 
revenue from a considerable part of the esti-
mated $10.6 billion informal, nonreporting
economy and the large influx of billions of
additional federal funds coming into the local
economy would more than compensate for the
taxes Puerto Rico consumers and businesses
would pay to the federal government.

Furthermore, both the state and federal gov-
ernments would get additional revenue as a
result of the additional investment, business
activity, and economic growth that would result
from the stability of being a state, in permanent
union with the rest of the U.S. Most states
receive more in federal expenditures than their
residents pay in taxes. Such was the case of 34
states in 2002. 

FEDERAL FUNDS

In terms of dollars and cents, it appears that
only through statehood could Puerto Rico share
on equal terms the economic benefits the U.S.
provides its citizens residing in the 50 states.
These economic benefits could only fully be
accessed by U.S. citizens residing on the island
through their full participation in the U.S. political
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