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ABSTRACT
Among Puerto Ricans, it is common knowledge that nineteenth and twentieth-century

popes and kings drank Puerto Rican coffee.! Moreover, the Puerto Rican government’s investment
in local businesses to export and build sustainable economic development helped procure these
highly-regarded consumers.? However, current Puerto Rican laws that negatively impact economic
growth on small and medium enterprises (SMEs) make this common knowledge seem like an
urban legend. Notably, the “Law to Use the Mark DelPais” (the DelPais Law) represents one such
law negatively impacting SMEs, and its impact requires a case study understanding its
shortcomings and proposing solutions for its issues.

The DelPais Law codified in 2016 the Puerto Rican geographic indicator (PRGI) DelPais
certification trademark (DelPais Mark) created in 2002 by the Puerto Rican Department of
Agriculture to: (1) respond to the Department of Agriculture’s inconsistent use, non-transparency
and lack of accountability for DelPais Mark; (2) increase local business revenues by using the
DelPais Mark to increase consumers’ willingness to buy local products; and (3) reduce Puerto
Rico’s over-dependency on importing food from the United States.® However, despite the
Department of Agriculture’s subsequent efforts, consumers question the DelPais Marks’

effectiveness in reducing import dependency and increasing revenue.
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When properly implemented, geographic indicators (GIs) can increase product
commercialization, exports, and profits for local SMEs.* The Caribbean and Latin America have
successfully used Gls to increase SMEs’ revenues and the overall countries economic
development.> However, Puerto Rico has failed to implement such Gls properly, and subsequent
attempts at fixing its Gl implementation have also failed.

This study examines the definition, functions, benefits, and legal implementation of Gls by
examining Colombian Coffee, Hawaii Kona Coffee, Jamaica Blue Mountain Coffee, and Mexican
Tequila’s (tequila) use of Gls. The results of this study provide specific strategies for improving
the DelPais Law’s structure, funding, quality standards, marketing plan, and profit distribution
along supply chains. With such modifications, the DelPais Law and other PRGIs can become a

new economic development strategy for Puerto Rico.
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INTRODUCTION
Gls are source identifiers that can improve economic development through exporting and

selling products in niche international markets. Unlike traditional Gls, the DelPais Law
differentiates local products sold only within Puerto Rico from imported products.® This theme
arises from research showing that Puerto Ricans historically prefer United States products and
services over Puerto Rican products and services.” The DelPais Law intended to combat this
preference but failed, resulting in continued over-dependence on imported products from the
United States.®2  This over-dependence permeates beyond consumer preferences to the point that
it contributes to Puerto Rico’s current economic crisis. This study recommends policy changes to
the DelPais Law that would maximize its benefit in helping SMEs.

This introduction briefly explores the Puerto Rican Congress’s failure to implement GI
policies protecting local products within the DelPais Law. The introduction then delineates this
dissertation’s roadmap of its four subsequent chapters: Chapter | discusses Gls; Chapter 11 details
Gl policy factors and illustrates their implementation in Colombian and Hawaiian Coffee; Chapter
IIT explains the DelPais Law’s history and its reasons for failure; and Chapter IV describes policy

recommendations, and provides a conclusion summarizing this study’s findings.
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I.  Problem Statement

In the United States, robust intellectual property laws and proper enforcement of those laws
have boosted sustainable economic development.® However, despite being part of the United
States, Puerto Rico has not fully participated in such economic boosts because local intellectual
property laws, specifically those relating to Gls, have created a hindrance.

This study addresses the impact of existing PRGI laws on economic development in Puerto
Rico, principally on Puerto Rican SMEs. The DelPais Law is a prime example of such a law that
requires a case study understanding its failure and propose solutions thereto.'® In theory, the
DelPais Law should have improved the Puerto Rican economy by differentiating local and
imported products, but implementation fell short as it did not define the products is intended to
protect nor provide explicit standards for the DelPais Mark’s use.

This study’s methodology analyses the successful Colombian Coffee and Hawaiian Kona

Coffee GI Laws, offering excellent PRGI implementation and formulation guidance.** The
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contrasting cases Jamaica Blue Mountain Coffee and Mexican Tequila, two failed Gl systems,
illustrate practices that PRGIs should avoid. The analysis helps formulate recommendations for
the DelPais Law’s policy while accounting for Puerto Rico’s unique circumstances, challenges,
and opportunities. The study recommends changes necessary to make the DelPais Law a new
economic development strategy for Puerto Rico. The proposed solutions’ methodology is also
applicable to other PRGI laws in Puerto Rico suffering from the same issues as the DelPais Law.
Upon implementation, the recommended changes will help SMEs increase commercialization
quality and exports, build recognition of Puerto Rican goods and services, provide scalability to
other PRGISs, and strengthen the DelPais Mark's value.*?> Implementing the recommendations in
this study would improve citizens’ quality of life, develop tourism, and increase intangible assets’
value in Puerto Rico.

The brief history in the next section explains sociological circumstances under which the
Puerto Rican government decided to create DelPais Law and subsequently failed to implement the
law. The DelPais Law contravenes the Puerto Rican government's standard method to stimulate
economic development through tax incentives inviting foreign and United States companies.

Il.  Brief History

There are some famous foods and products that people associate with Puerto Rico. Puerto

Rican Coffee was a hot commodity among the higher classes internationally in the nineteenth and

twentieth centuries.'3 For more than a century and even during dire times, consumers have enjoyed
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Puerto Rican rums, including Bacardi, Don Q, and Ron del Barrilito.’* Moreover, one of the main
attractions that Puerto Rico offers is its traditional food and culture. The Puerto Rican government
created PRGIs to help agricultural businesses market their products because these businesses
lacked the skills to do so correctly, having only informal and spontaneous marketing without any
structure.*® However, current PRGI laws give inadequate and inconsistent protection, and when
used as a promotional branding tool, they change too often, disappear, or work improperly.¢ PRGI
laws for marketing local products have never taken center stage in economic development because
the government neglects the effective organization required for such laws.!” The government
neglects the agricultural industry because it is “no longer conceived as a pillar of the economy, but
implicitly viewed as an obstacle to growth rather than a resource to be rescued.”*® The DelPais
Mark, a PRGI enacted in 2002, represents the Puerto Rican government's failure to take agriculture

seriously as an industry that can promote Puerto Rican culture for tourism and increase food
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security for locals.

Tax incentives are of central importance in Puerto Rico’s economic development. From
Spanish colonial times, beginning in 1493, to the present day, Puerto Rico has been a “tax haven.”?°
Legal scholars suggest that Puerto Rico’s status as a tax haven came about as a combination of
depending on Spain and the United States to implement laws activating economic activity and
local regulations having an “industrialization by invitation” approach.?! Dependency is also
present in the agricultural industry, as the Spanish heavily encouraged large companies to move to
Puerto Rico to establish sugar, coffee, and tobacco harvests by purchasing land and prohibiting
local citizens from buying it.?

From 1940 to 1950, the government noticed that agriculture was generating income slowly,
not enough to cover for the fast-paced lifestyle that was desired. In response, the government
decided to invest in industrializing the island.? In 1941, the governmental agency Puerto Rico
Development Company (PRIDCO or Compariia de Fomento de Puerto Rico), implemented an
“industrialization plan” so local businesses could specialize in the manufacturing industry.?* The
plan obligated local companies to buy shoes, leather products, paper, boxes, and PVC tubes from

PRIDCO’s manufacturing facility.?®> However, local businesses rejected the plan due to socialist
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undertones.?®

From 1950 to 1970, Puerto Rican food prices increased to the point that the United States
and Puerto Rican governments implemented a food stamp program.?’ Instead of making local food
products more affordable, food stamps caused eighty to ninety percent of the Puerto Rican
population to prefer imported foods.?® The Industrial Incentive Act, Section 931 and Section 936,
gave ninety to one-hundred percent tax exemptions to foreign and United States corporations to
establish manufacturing, pharmaceuticals, and professional service operations in Puerto Rico.?°
These laws intended to create economic development for Puerto Rico, but instead they spurred
economic growth for the United States because the local Puerto Rican government had limited
administrative tools for retaining generated revenues, enabling companies to transfer the most
revenues back to the United States.3® The Industrial Incentive Act, Section 931 and Section 936,
had a devastating effect on agriculture because they took away land, labor, and capacity for Puerto
Rico’s citizens to produce food.3! When the United States derogated Sections 931 and 936, United
States companies left the Puerto Rican Treasury without money.3? The Puerto Rican Treasury
tried to resolve the debt problem by issuing loans.®® This practice became a habit until it got out
of hand when the Puerto Rican Governor, Ricardo Rosselld, ordered the construction of a costly
train, convention center, and concert stadium.*

From 1990 to mid-2000, the Puerto Rican government shifted away from its abandonment

of agriculture, taking more paternalistic participation in reforming the industry as then-Secretary
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of Agriculture had a significant food security concern.®® The secretary implemented production
nucleolus (dividing the agricultural sector into sectors per crop or animal) to organize agriculture
by subsectors to increase coordination for each agricultural sector and increase incentive programs
to subsidize the industry heavily.*® The effects of such a decision caused the industry to be highly
dependent on tax incentives and subsidies to the point that it may not survive without them.*’
Moreover, the government to this day faces allegations from farmers that the government
distributed money to insiders and large corporations rather than to local Puerto Rican
agriculturalists.® From 1990 to 2000, the most successful initiatives (compared to the rest of the
programs implemented at the time) were the School Lunch Program and this dissertation’s case
study, the DelPais Law.®® With the 2008 economic crisis, the Puerto Rican Treasury slowly sunk
to $75 billion in debt until its breaking point in 2016.4

In 2016, the Secretary of the Treasury, Juan C. Zaragoza Gomez, advised the governor at
the time, Alejandro Garcia Padilla, to declare bankruptcy.** Nonetheless, in Puerto Rico v.
Franklin Cal. Tax-Free Trust, the United States Supreme Court determined that Puerto Rico could
not do so.*? In response, the United States Congress passed the Puerto Rico Oversight,
Management, and Economic Stability Act (PROMESA), implementing a supervisory board to

negotiate the national debt with Puerto Rico’s government.*® In 2017, Hurricane Maria struck,
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and Governor Ricardo Rosselld Nevares, Jr. inadequately managed governance as aid disappeared,
supplies went abandoned, people lived under tarps, and deaths went unreported.** In 2019,
controversial text message conversations revealed the rampant corruption that occurred during the
hurricane.*® More recently, earthquakes and disease intensified the Puerto Rican crisis; however,
tragedy has united inhabitants to focus on economic development by reinventing local
businesses.*¢ Finally, the COVID crisis has put food insecurity front and center even though many
Puerto Rican scholars have warned about the issue for the last twenty years.*’

Literature suggests that PRGI laws marketing local products should have a more significant
development role in development plans.*® This literature claims that to solve food insecurity and
economic development; the Puerto Rican government should reform the agricultural sector to sell
differentiated food at niche markets. Puerto Rican scholars agree with the United States and Latin
American literature that Gls could achieve such a goal. When appropriately implemented, Gls
provide protection and promotion to local agriculture. An economically and culturally successful
Gl balances protecting local practices and increasing producers’ revenue. However, Puerto Rican
scholars do not detail how to implement Gls in Puerto Rican agricultural development.

This study fills the gap proposing changes by using the DelPais Law as a case study. The

current implementation of the DelPais Law creates a designation of origin for products in Puerto
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Rico but fails to afford such an essential balance in a well-functioning Gl policy.*® With the proper
legal protections and promotion for Puerto Rican products like coffee, plantains, and honey, local

farmers and SMEs will profit from increased incomes and decreased costs.

[1l.  Current DelPais Mark and Law Profile
= Owner: Fondo de Innovacion para el Desarrollo Agricola (Fund for the Innovation in

Agricultural Development or FIDA)
= Puerto Rico Trademark Register (PRTR):
o Abandoned: 2002, 2011, 2013
o Active since 2016: 226720-29-1; 226720-30-1 and 226720-31-1%

Website: https://www.agricultura.pr/; https://www.facebook.com/DelPaisPR

The DelPais Mark was established in 2002 and revived in 2011, 2013, and 2016 by its
owner, the Puerto Rican Department of Agriculture.> More specifically, the Department’s sub-
agency, Fondo de Innovacion para el Desarrollo Agricola (Fund for the Innovation in Agricultural
Development or FIDA), currently manages both the DelPais Law and Mark’s programs.5? The
DelPais Law codified the 2002 DelPais Mark certification trademark in an attempt to guarantee
consumers high-quality local products distinguishable from imported products.>® Most products

under the mark sell in local family markets, supermarkets, and farmers’ markets, available to non-

49 LEY PARA EL USO DE LA MARCA DELPAIS, 2016 PR LAW 195, supra note 3.
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citizens of Puerto Rico (living outside the island) via producers' websites.>* The DelPais Law’s
explanatory statement declares that the DelPais Mark combats consumer preference and the over-
dependence on imported products from the United States and elsewhere.>® To put things in
perspective, due to consumer preferences, imported products generate $6 billion in average net
income, while the local industry makes only $920 million in net income, representing eighty
percent and twenty percent, respectively.® Legal scholars and economic development plans clarify
consumer preferences for imported products stem from:

= Puerto Ricans consider foreign and United States brands as superior to local brands.®’

= Consumers buy imported products for their extended durability and low prices as compared to

domestic products.®®

= Due to the climate, Puerto Rican farmers cannot produce the products that make up the “Puerto

54 DEPARTAMENTO DE AGRICULTURA, MERCADO FAMILIAR (2019), https://www.agricultura.pr/calendario-mercados.
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%8 Janellie Banuchi Santos & Jessica Reyes Rosario, Preferencias del Consumidor en la Toma de Decision de
Compras entre las Tiendas Multinacionales y Tiendas Locales Radicadas en el Area Sur de Puerto Rico, 19-21,
2008, (Dissertation for Masters in International Business Administration and Marketing Presented at the
Interamerican University of Puerto Rico Ponce Campus), http://ponce.inter.edu/cai/Tesis_Graduado/Janellie-
Jessica/index.pdf; Mildred Cortés, Andlisis Descriptivo de las Preferencias de los Consumidores de Raices y
Tubérculos en Puerto Rico, 93 J. AGRIC. UNIv. P.R. 273, 276 (2009),
https://revistas.upr.edu/index.php/jaupr/article/view/5475; Nicolas Cartagena-Romero, Gustos y preferencias de los
consumidores de carne de res de Puerto Rico, 100 J. AGRIE. UNIV. P.R. 16, 228 (2016),
https://revistas.upr.edu/index.php/jaupr/article/download/12732/10475/; JORGE GONZALEZ, ESTUDIO DE GUSTO Y
PREFERENCIAS DE QUESOS EN LA REGIONES DE ARECIBO, AGUADILLA Y MAYAGUEZ Y PONCE 1-2 (1992),
https://vivo.uprm.edu/vivo/display/n22914.
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Rican diet,” such as rice, cereals, beans, oils, and beef.>
= Due to bad governmental planning with land, erosion, and contamination, Puerto Rico does
not have the capacity to produce all goods consumer’s demand.®®
The DelPais Law’s explanatory statement indicates that over-dependence on imported
products causes food security concerns, such as those during Hurricane Maria when supermarkets
ran out of food, resulting in food rationing.5* Moreover, “public policy elevates the DelPais Mark
into a law” because the mark would reduce information asymmetry between local and imported
products.®? Scholars explain that:
= Products using the “Made in Puerto Rico” mark have a sixty-five percent higher consumer
recognition (consumers recognize and buy more often) among Puerto Ricans than products
that do not use the mark.®3
= Consumers were willing to pay fifteen to forty-five percent more for local products with the
DelPais Mark.%
= These local products composing the “Puerto Rican Diet,” if appropriately identified as “locally

produced,” encourage consumers to buy them:%°

59 Comas Pagan, supra note 7, at 10.

80 Sonia Isabel Martinez Rodriguez, Exploratory Study On Import Promotion Services And How Those Services
Could Benefit Puerto Rico’s Importers, MASTER IN BUSINESS ADMINISTRATION, UNIVERSITY OF PUERTO RICO
MAYAGUEZ, 1 (2015), https://scholar.uprm.edu/handle/20.500.11801/91.

51 LEY PARA EL USO DE LA MARCA DELPAIS, 2016 PR LAW 195, supra note 3.

62 | ey para el Uso de la Marca DelPais, 2016 PR LAW 195: Hearing on 2016 PR HB 2791 Before the Comisidn de
Agricultura, Seguridad Alimentaria, Sustentabilidad de la Montafia y de la Regidn Sur 17th Senate 2nd Session,
44547 (2016) (presented by Ramén Ruiz Nieves Comision de Agricultura, Seguridad Alimentaria, Sustentabilidad
de la Montafia).

8 Flecha, Santos-Corrada, and Mena-Candelaria, supra note 57 at 294.

84 Jaime Santiago, “Cosecha y Crianza”: A New Approach to Market Local Agricultural Products, 40 CARIBBEAN
BUSINESS 18 (2012), https://search-ebscohost-
com.proxyiub.uits.iu.edu/login.aspx?direct=true&db=b9h&AN=79967716&site=eds-live&scope=site; Jaime
Santiago, “Cosecha y Crianza” Marketing Campaign Harvests Interest in Puerto Rico Foods, 39 CARIBBEAN
BUSINESS 72 (2011), https://search-ebscohost-
com.proxyiub.uits.iu.edu/login.aspx?direct=true&db=b9h&AN=67736209&site=eds-live&scope=site.

85 Comas Pagén, supra note 7 at 78-83; Id. at 10.; Gonzalez, supra note 58 at 1-4; Cartagena-Romero, supra note
58 at 222-23; Katarina Labajova, Posicionamiento de Productos Agicolas Locales Versus Importados: Un Estudio
de Los Consumidores de Carne de Pollo, Huevos y Carne de Cerdo del Municipio de Mayagliez, Puerto Rico, 1-15,
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= Fruits: oranges, papaya, mandarin, pineapple, banana, lemons, and coconut

= Roots and Tubercles: yautia, yam, yucca, and sweet potatoes

= Milk not including derivatives like cheese and yogurt because they are new to the industry.
= Meats: poultry, eggs, and pork. Beef has a limited distribution market in Puerto Rico.

= Vegetables: pumpkin, lettuce, tomato, and cabbage.

IV. Roadmap
This dissertation’s literature review starts in Chapter | by defining Gls and distinguishing

the main GI legal treatments practiced in Europe and the United States. The chapter then
differentiates Gls, trademarks, Appellations of Origin, Denomination of Origins, and Indications
of Source. The last part of Chapter I confirms that Gl policies are an excellent tool for developing
countries’ economic growth as they increase employment and diversify income streams. However,
for a Gl policy to successfully boost economic development, it should address five factors: (1)
product definition, (2) collective organization, (3) legal and governmental structure, (4) marketing,
and (5) economic impact. These, in turn, are the criteria used to evaluate the DelPais Law in
Chapter I1I.

Chapter Il analyzes Gl implementation in four Gl cases: Colombian Coffee (Café de
Colombia), Hawaii Kona Coffee, Jamaica Blue Mountain Coffee, and tequila of Mexico. The
former two are well-structured, collaborative, and detailed coffee Gl policies, and the latter two
are, in contrast, examples of formulation and implementation mistakes.

Chapter 111 reviews the DelPais Law’s history and formulation to analyze the reasons for

its failure. There are no public codes of practice, no economic impact statistics, unclear product-

2004, (Dissertation for Masters in Science Agricultural Economy Presented at University of Puerto Rico Mayaguez
Campus), https://proxyiub.uits.iu.edu/login?qurl=https%3A%2F%2Fwww.proquest.com%2Fdissertations-
theses%2Fposicionamiento-de-productos-agréeC3%ADcolas-locales%2Fdocview%2F305368704%2Fse-
2%3Faccountid%3D11620.
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origin-quality links, a disorganized marketing strategy, and strong rivals mimicking the DelPais
Mark's purpose. The investigation results point to the policymakers’ failure to address each factor
in Chapter I1.

Chapter 1V details the suggested recommendations attached to each GI policy factor,
discussed in Chapter Ill, and their viability within the Puerto Rico-United States relationship's
scope. Recommendations promote active collaboration of the Puerto Rican Department of
Agriculture and actively participating agricultural associations to build an export marketing
strategy under the DelPais Law to increase its effectiveness concerning protected products and
construct practice manuals with higher traceability and accountability guarantees. The chapter
ends by analyzing the recommendations’ implications and obstacles in their implementation; there
are anticipated roadblocks, such as shipping restrictions, Puerto Rico’s lack of international self-
representation, and trademark limitations imposed by the United States Constitution’s Supremacy
and Commerce Clause.

This dissertation reflects whether the analysis answered the research questions to help
Puerto Rico’s economic development. Moreover, the conclusion details the following steps to
present this dissertation: present white papers to the Puerto Rican Congress, Department of
Agriculture, Commission of Agriculture, and farmers. Lastly, the conclusion emphasizes the

contributions and implications of this study.
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