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Measuring Puerto Rico’s fiscal performance

sion 1o provide rigorous, independent analysis to policy-
makers, the press and the public at large. has eblished
figcal analysis program to monitor und keep track of tmpar-

e fiscal trends sficcting the Poerta Rican economy. As part of
1l program, we hve developed 3 gerics of budgex perfor-
1ance indlicators that we plan to update every yeat around the
me whea the governor submits the recommended budget to
1¢ Legislarure for its enactment. The following is & brief sum-
1ry of cach of those indicators:

Consolidaled budget: The commonwealth's consolidared
.ndget has decreased from $26.518 billion in fiscal year 2006 to

projected $26.332 bitlion for fiscal year 2009, 2 decrease of
.186 million, or .70 percent.

This reduction i3 equivalent 10 3 compound annual growth
ate of peyarive 0.23% during the period between fiscal years
\006 and 2009. Overall, the tread with respect to the consali-
lated budgec is positive as it mveals that government hai
wchicved o modicum of succass in conteolling government
pending since 2006.

Federal [unds: Grants {rom the U.S. federal govemment 1o
he various government agencies of the commonwealth arc
xpected o tots} $5.561 billion during fscal year 2009, an
ncreese of $469 mittion, or 9.21 percent, relative to the 35,092
sillian reccived during fiscal year 2006, Thus, federal funds are
sxpecied to account for 21.12 percent of all consalidated budget
axpenditares during fiscal yeur 2009 (S1 out of every $4.75
spent by the commonwealth), an amouat that is slightly higher
then the 19.20 percent registered in 2006.

This incensc in the telative weight of federal transfers is neg-
ative becsuse the mnoant of tedernl fands seeeived by theisland
depends solely on the fizcal snd political dymamic in
Washington D.C., where Puerto Rico has limited representation.

Gencral fund budget: The commonwealths gencrel fund

t hns decreased from $9.596 billion in fiscal year 2006 10
aprojected $9.488 billion for fiscal year 2009,a decrease of $108
million, or 1.13 percent, This reduction is equivalent to a CAGR
of negative 0.38 percent for the period berween fiscal years
2005 and 2009. Relative [0 the island's GNP, the general fund
budget also has declined Grom 16,91 percent in 2006 to 3 pro-
jecred 14.60 percent during fiscal year 2009,

Generul fund payroll: The amount of the general fund allo-
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<ated to payroll has increased frox $5.257 billion for Biscal year
2006 to a projected $5.528 billion during Gscal year 2009, an
increase of $271 milkion, or 5.16 percent. This increase is equiv-
alent to 1 CAGR of 1.69 perzent. In relative terms, the portion of
the generat fund allocatrd ta payroll has increased from 54.79
percent in 200610 3 projected 5827 percent in 2008. Thus,
while overall general fund expenditures arc down, the trend
with respect 1o payroll is the opposite: general fund payroll
spending hay increased in absojute verms since 2006 and keeps
rising at 3 fairly healthy anpual rate

Tax revenne trénd: General fund tax revenues, the principal
component of the generel fund, have decreased slighty from
$7.735 billion in Giscal year 2006 to & projected $7.628 billion
during fiscal year 2009, decvease of $107 million, or 1,38 per-
cert, This deerease is equivalent 10 a CAGR of nepative 047 per-
cent. In our view, therefore, the overall trend with respect (o
general fund tax neventses is negative.

General fund stractural defide The structaral deficit is
defined 35 the excess of recurzing expenditures over recutring
revenucs. According v our analysis, the commonwealth's struc-
wra) deficit decreased from 31.419 billion in 2006 to a project-
ed $1.173 billios for fiscal year 2009, a decrense of 5246 auillion,
or 17.34 percent. As b perveniage of rotal generul fund expendi-
tures, the structural deficic has also decreased, from 14.79 pes-
centin 2005 (o a projected 12,36 percent in 2009,

Use of non-recurring fande To cover its yearly deficits the
commonwealth govemment has mrned to using hon-recurting
revenues, Non-recurring revenues included in the general fund
have increased from $891 million in fiscal year 2006 10 the
$1.173 billion expected for 2009, an increase of $262 million, of

31.65 petcen, This amount is 12.36 pescent of the totat general

Sl) many things are just not right.
With Puertn Rico facing huge debt
1nd declining income, House |
Speaker jusé Aponre hires super-
sxpensive D.C. lawyers lu o what
the feds are doing anyway with the
words “the contract is apen and 1
loift recalt the amouat.”

T:}xpaycrs will get stuck with
indther severul-million-dollar Jegal
silll And for what? Why now? Let the
‘ederal case lake its course.

There 3re tar MOYE truly important

nakeers that need auending 1o in

Juesto Rico. So the 19 federal

‘hatges have "crystallized” the gav-

ernor's thinking. He now wants a
“sovereign commonwenlth.” 1sa’t
that an oxymoron? He wants 10
throw out che U.S. justice system,
hut keep U.S, citizenship, billions in
U8, 2id, Social Security, milivary
protection and maybe the post
office.

The “new" Popular Dvmocratic
Party apparently wunts 10 have its
cake and eat it, toe. And 1 wanta {cal
pink pony for my birthday. If you
want to be a sovergign stste, gover-
nax. petition for free assariation or
independence, hen wWork oul agree-
ments fair to both sides fue the

United States ta provide selected
services. No more free Junch.

PDP Rep. Rafacl Garcis Colén must
live in deeamland when saying “this
commonwealth that we are 1alking
abourt will b sblg o have commer-
cial treatics and have more scif-gov-

erning powers ., . it will bigincotha -

fund budget during fiscal year 2009, Thetefore. the wend with
respect 1o the use of non-recurring revenues 15 negative. as
every year the commonwealths gavernment has to run harder
just to keep in the same place.

Debt service: The amount of the gencral fund sllocated to
debi service has decreused from $623 million for fiscal year
2006 to a projected $392 million during fiscal year 2009, a
decrease of 5231 million, or 37.07 percent. This decreasc is
cquivalent 10 3 CAGR of aegative 14.27 percent. In generul
terms, therefore, the debt service indicutors show a positive
trend as both the absolute and selmive amounts dedicated to
deb service have decreased since 2006,

Total indebtedness: The commonwealth's total public
indebeedness increased from $43,136 billion as of June 30,
2006 to $46.183 billian a¢ of June 30, 2007, an increase of
$3.047 billion, or 7.} percent. This growth rate is twice the 2.5
perce grawth sate for the island's GNP (at current prices)
tepanted during fiscal year 2007, Thus, during fiscal yer 2007
Puerto Rico’s public indebtedness increused twice as fast es its
national income. In our view, therefore, the averalltrend with
respect o total public indebredness is negative, 83 it is still
growing at a much higher rate relative to the growth in Puerto
Rice's GNB

Government employment: A g to data published by
the Office of Management and Budget, the aumber of people
employed by the commonsrealth (centrsl government and pub-
lic corporatins) has decreased from 224,021 in 2006 10 a pro-
jecsed 213,741 in 2009, s reductian of 10,280 workers, or 458
percent. This decrease is cquivalent 10 8 CAGR of negative 1.55
peccent, Therefore, the overall trend regarding government
employment is pasitive a3 the government has been able to
cantrol the growth of gavernment employmenl in recent years.,

In sum, we find that the commenwealih's oversl fiscal picwre
is mixed at best, Several of the indicatora show & telatively pos-
itive trend, while an the other side of the bulance sheet ather
indicarers demnonstrate clearly negative trends. Thus, we can
teasonably conclude thay while the government has made some
advances in several arcss, o lot of work still remains to be danc
10 put our public hnances in order.
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Sevgin Murxuach is director for palicy development at the Cenrer for the
New Economy, a Puerto Rieo-based think lank (www.grupocne.org).
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