[image: image1.jpg]i

AlA'A'A'

T

FISCAL RESTRUCTURING &
STABILIZATION BOARD












PRESS RELEASE

Friday, September 25, 2009

Contacts: Ana María Gregorio, (787) 415-1231

Edward Zayas, (787) 403-8058

PUERTO RICO'S FISCAL RESTRUCTURING AND STABILIZATION BOARD ANNOUNCES FINAL ROUND OF GOVERNMENT EMPLOYEE LAYOFFS

SAN JUAN, PUERTO RICO, September 25, 2009 – Puerto Rico’s Fiscal Restructuring and Stabilization Board (FRSB) today announced a second and final round of layoffs of Puerto Rico’s central government employees as part of the implementation of Phase II of Law 7 of March 9, 2009 (Special Law on the Fiscal Crisis).

Carlos M. García, President of FRSB and the Government Development Bank, said that although 16,970 layoff notifications will be issued, the net impact of this final round of layoffs will affect only 13,774 employees, a much lower number than the 30,000 plus layoffs estimated earlier this year.

“The net impact of this second and final round of layoffs will be 13,774 employees,” Garcia said.  “Clearly, the work that we have been doing in the past few months, looking for savings everywhere in order to leave the alternative of layoffs as one of last resort, has paid off.”

“We have cut government expenses everywhere, reducing the salaries of agency heads, including the Governor; eliminating official vehicles, cellular phones and credit cards; eliminating 30% of all appointments to trust positions; reducing 10% in operation costs, together with a further 15% reduction in professional services contracts and another 15% reduction in rent,” García said.

“That done, we still have to cut more in order to achieve the target of $2 billion in expense reductions required under Law 7, which we must do to avoid going bankrupt. So the government must still reduce expenses further. Otherwise, we run the risk of a cash shortfall in the next few months. A government shutdown would have terrible consequences for all. We know already what happened when the last administration shut down the government and provoked the worst economic recession in our history,” García added.

García recognized the difficulty of any decision to lay off any one employee, but said that Puerto Rico is not alone in this crisis, noting that 43 out of the 50 states in the U.S. have had to implement some sort of government payroll reduction plan, including layoffs.

“The layoff of even one single worker is a personal tragedy, not just for the family affected, but for all of us. We Puerto Ricans are one big family; we take care of each other and worry about each other. That’s why these decisions are particularly difficult. But we must understand that, on balance, we are doing this in order to save us ALL, so that we may overcome this crisis that affects us today, convinced that we are going to come out of this stronger and that we all will get ahead,” said the GDB president.

García explained that if the government is left without cash, it won’t be able to pay its employees—thus affecting all public workers—and its suppliers, and it won’t be able to provide services to the people. Furthermore, failure to eliminate the deficit could trigger a downgrade of the government obligations to “junk bond” status, which would result in a prolonged economic crisis where as many as 130,000 would be left jobless, with the unemployment rate skyrocketing to 25%, and the value of homes and investments, including Individual Retirement Accounts, would be eroded.  

“Let’s be clear: the Governor totally discarded any alternative to increase revenue that would imply higher taxes on the people—such as increasing the Sales & Use tax, slapping a tax on cellular phone use, or increasing gasoline taxes. The layoffs are regrettable and we must point to those who are responsible for having gotten us into this crisis to begin with, but the people simply can’t bear a higher tax burden,” García noted.

García explained that the difference between the 16,970 pink slips and the number of 13,774 employees that will be laid off is due to the fact that a considerable number of those who will get a layoff notification will be recruited to beef up auditing and collection efforts at the Treasury Department.

Five hundred workers who have the proper qualifications or may be retrained will be recruited as regular employees of the Treasury Department to carry out auditing and collection efforts expected to boost government revenue. In addition, the government will open for bid a bad debt collection project among debt collection service firms on condition that they must recruit another 500 workers from among those laid off.

Besides the 1,000 employees that will be recruited to beef up Treasury’s auditing and collection tasks, the effort will be made so that 2,196 janitors at the Education Department—whose functions are limited to three hours a day—may be recruited by workers’ cooperatives or private firms to provide that service. The FRSB president explained that every school will keep an adequate number of cleaning personnel to attend to their needs throughout the day, but a number of janitors will be transitioned to private sector companies that will provide the service on a full time basis.

Meanwhile, Labor and Human Resources Department Secretary Miguel Romero explained that his department is ready to give all the help available to displaced workers through a brand-new Government Worker Express Program, as well as though every Work Investment Act (WIA) center on the island run by the Labor Department’s Occupational Development Council.

“Through the new Support Center that we have specially established, in addition to the 15 WIA centers, every displaced worker may receive counseling and assistance to help stabilize their economic situation and receive fast and personalized assistance to help them apply for all the benefits available to them under the Public Employees Alternatives Program,” Romero said.

Romero explained that government workers laid off as a result of the implementation of Law 7 have a right to six months coverage under a private health care plan. They also may opt for one of the following benefits: an educational voucher for $5,000; a technical or vocational retraining voucher for $2,500; a $2,500 relocation voucher; a $5,000 voucher to be used in the establishment of a new business; or a salary subsidy of up to 50% of a year’s salary (up to a maximum of $15,000) for use in a new job in the private sector.

García explained that the FRSB has worked diligently in the last few months to conclude the process of possible layoffs under Law 7 in the fastest but most responsible way possible.

“We have been keenly aware of the difficulties that this process has caused our people, and we must never forget who’s responsible for this crisis. But the process has been unduly long because we found a totally chaotic human resources management system in practically all government agencies. Three quarters of all agencies didn’t even have an organizational chart showing where the employees are, and practically all employees have functions that are totally different from the job description. In other words, in order to carry out this process responsibly we’ve had to build from scratch the foundations of a human resources system for the whole government of Puerto Rico that simply didn’t exist,” García said.
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