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SAN JUAN: The sun is bright and the beach-
es are great but there’s trouble in paradise:
Puerto Rico is drowning in debt and its peo-
ple are feeling the sting of economic crisis.
People in this US island commonwealth in
the Caribbean are seeing their work hours
reduced, for example. Sales at stores are way
down because of a big increase in sales tax
aimed at helping the government raise rev-
enue. Those who can are simply packing up
and leaving for the US mainland, to places
like Florida and New York.

Consider the plight of Jorge Telon, who
runs a chain of department stores frequented
by working class Puerto Ricans. He’s had to
cut his prices to stir demand, so his profit
margin is down to almost nothing. “We have
to sell really cheap,” Telon, 55, told AFP. His
stores are strung along Paseo de Diego,
which used to be a major commercial thor-
oughfare. Now it is desolate: many stores are
shuttered and others are begging for cus-
tomers. “Things are tough. People don’t want
to buy,” said Telon, who added that his sav-
ing grace is that he owns the stores. “If we
had to pay rent, we’d be finished.”

Then there’s Rosaura Guzman, who
runs a food stand on the street. “Before, on
a Saturday, I would do 1,000 dollars in busi-
ness. Today it is never more than 300,” she
said. Indeed, merchants on this island of
3.5 million people are feeling the pain from
an increase in sales tax from 7 percent to
11.5 percent.

Effort and Sacrifice 
Governor Alejandro Garcia Padilla said last

month that Puerto Rico owes $73 billion and
cannot pay it back. He is seeking a moratori-
um from creditors so money that would go
toward debt payments can instead be used
to stimulate economic growth. The economy
of Puerto Rico has posted negative growth for
eight years. Ratings agencies like Moody’s
classify Puerto Rican debt as junk bonds. The
governor asked the people of Puerto Rico for
effort and sacrifice. Because it is a common-
wealth and not a state, Puerto Rico cannot file
for protection from creditors under US bank-
ruptcy law, as, say, the city of Detroit has.

So starting Monday the government will
begin tough negotiations with bondholders
to try to win a moratorium and avert default.
In the meantime, life grinds on for everyday
people facing a jobless rate of 12.4 percent,
compared to 5.3 percent in the United States.
Noemi Vargas, 59, is looking for work on
Paseo de Diego. The store where she works
recently cut her weekly hours from 30 to 16.
“It’s a good thing my children are already
married,” said Vargas. Otherwise she could
not support them.

Grumbling is also audible in the territo-
ry’s largest shopping mall,  Plaza Las
Americas. There, people stroll and browse
but don’t seem to buy much. “The situation
is really bad, especially if you have kids,”
said Dagmaris Santiago, 38. She said she
was at the mall to buy a gift for her 13-year

old daughter. Her husband is a construction
worker who is really struggling. “He will
work a week, then be off for two,” Santiago
said. The watchword for people mired in
this recession seems to resignation. “You
have to get used to it,” said a woman
named Sarina Ostolaza.

Growth is Key 
The crisis has been simmering and grow-

ing for years, said Jose J. Villamil, of the con-
sulting firm Estudios Tecnicos en San Juan.
Since the early 2000s “what has happened
typically is that each government has put off
taking measures. —AFP 

Hard economic times hit Puerto Rico

Australia miners 
rally as iron ore 
price spikes 10%

SYDNEY: Shares in Australia’s big miners rallied yesterday as the price of
iron ore spiked nearly 10 percent after China announced new measures to
staunch a rout on its stock market. The spot price of the commodity
bounced back from its biggest one-day fall the previous day when it
slumped 10 percent to $44.59 a tonne on the back of the free-falling
Chinese market. It regained virtually all of its losses, analysts said, to climb
9.9 percent to $48.99 a tonne after Beijing launched fresh measures to halt
the sell-off. “Iron ore has had its largest single-day fall and gain in the space
of 48 hours,” IG Markets noted.

At the close, BHP Billiton was 2.98 percent higher at Aus$26.65, Rio
Tinto was up 2.32 percent at Aus$52.07, while Fortescue Metals rose 1.68
percent to Aus$1.81. Australia’s benchmark S&P/ASX200 index ended 0.38
percent higher at 5,492.0. Australia is one of the world’s biggest suppliers
of iron ore, which is key to making steel, and China is its largest customer,
with the falling price of the country’s most important export impacting
government revenues. The iron ore price had already been declining in
recent months on the back of increased supply by miners such as BHP and
Rio, as well as softer growth in Chinese demand, with the Chinese volatility
adding to the mix. “This week’s price collapse did invoke concern among
some producers that supply may have to be curtailed if they (prices)
remained at these levels,” ANZ analysts said in a note on iron ore.— AFP 

MINNEAPOLIS: It is too early to tell how a
recent round of tax hikes and a minimum
wage increase will play out in Minnesota, a
state where liberal and conservative forces
have often swapped control and policies. But
the state’s experience may give pause to a
crowded field of Republican presidential
hopefuls who largely swear by tax cuts and
small government as a recipe for prosperity.
Judged by those standards this state on the
Canadian border should be a train wreck in
process.

Instead, Democratic Governor Mark
Dayton’s Minnesota could become a touch-
stone in the national debate over how to bol-
ster the middle class - an example of how sol-
id growth and low unemployment can coex-
ist with some of the highest income and cor-
porate tax rates in the country. Born into fam-
ily wealth but a left-leaning Democrat by
temperament, Dayton said in an interview
that, to him, one fix for income inequality was
pretty obvious: take some from the better off
and spread it around.

“The wealthiest pay a smaller percentage
of local tax than anyone, all the way down to
the bottom,” Dayton told Reuters.  “From a
tax equity standpoint I felt an additional two
percent on the wealthiest two percent was
appropriate.” The $2 billion that the state
raised by pushing its top income tax rate to
9.85 percent in 2013 helped wipe out a budg-
et deficit and fund a tax cut for middle
income families. The income tax imposed by
most US states on local residents comes on
top of federal taxes, and the increase in
Minnesota made its top tax rate the fourth
highest in the country.

A minimum wage rise approved in 2014

boosted pay for the working poor and linked
future increases to inflation. When the tax hike
generated a surplus, Dayton argued to spend
the money on early childhood education
rather than scale back the taxes - and persuad-
ed a divided state legislature to go along. The
2016 presidential election is likely to be
shaped by debate over just such policies, and
whether they might be an answer to deepen-
ing income inequality and stagnant middle
and lower class incomes.

Democratic frontrunner Hillary Clinton
has not laid out an economic plan yet and
most potential Republican contenders
oppose income redistribution and advocate
tax and spending cuts. One of them, Scott
Walker, governor of neighboring Wisconsin,
has pushed through $2 billion in tax cuts,
weakened unions and is now proposing
more spending cuts in education and
health. Yet so far, Wisconsin has lagged the
nation and its neighbor in job creation and
economic growth.

Minnesota’s jobless rate has fallen to 3.8
percent, well below the national average of
5.3 percent. It bounced back quick from the
recession and companies, such as Amazon,
have pressed ahead with expansions plans
there. Analysts on the left have taken note.
The 2016 race “is going to be ‘trickle down’
versus ‘middle out,’” said David Madland,
director of economic policy at the Center for
American Progress, a think tank in
Washington with close ties to the Democratic
party. “Minnesota is a perfect example of the
middle class economics story.”

Solid and Steady
Politically, the state is known for its sharp

contrasts, its choice of public officials rang-
ing from the Midwestern social liberalism of
former vice presidents Walter Mondale and
Hubert Humphrey to Tea Party firebrand
and former lawmaker Michele Bachmann.
The state’s economy, in contrast, has been
steady and predictable, with a solid industri-
al base, a legacy agricultural sector, and a
prominent group of companies headquar-
tered there. That includes Target Corp, the
national retailer built by Dayton’s family. The
unemployment rate since at least the mid-
1970s typically runs two percentage points
below the national average. Median family
income, at almost $60,000, is more than 10
percent above the national level.

The state has gone through growth
spurts where it outperformed the country
and spells where it has lagged. But high tax-
es have never proved a permanent drag.
Still, the national trend in recent years has
been in favor of tax cuts. Over the last
decade states have cut income and corpo-
rate taxes twice as often as they hiked them,
according to data from the National
Association of State Budget Officers.  Those,
including California, that have recently hiked
income taxes have typically put fixed expiry
dates on the increase to make them politi-
cally palatable.

At least in recent years, “Minnesota has
been the outlier,” said Jared Walczak, a poli-
cy analyst at the Tax Foundation. Beth
Kadoun, head of tax policy at the Minnesota
Chamber of Commerce, said the jury on
Dayton’s policies was still out. “I don’t think
we’ve seen the impact. We had a strong
2013. Look at 2014. Do we continue to out-
pace?” Kadoun said.— Reuters 

Minnesota banks on high 
taxes and minimum wage

US state’s script for growth

SAN JUAN: Jorge Telon, manager of a chain of stores, shows a sign in one of
the shops on July 8, 2015. —AFP 

KARRATHA, Australia: This file photo taken on June 16,
2008 shows a train carrying iron ore at Pilbara Iron on the
Burrup Peninsula in the north of Western Australia. — AFP 


