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Puerto Rico’s Legislature is at
it again, enacting bills that are
harmful to the economic develop-
ment of Puerto Rico.

The Senate is currently evaluating
an amendment to Law 80 of 1976,
the Unjust Dismissals Law, that
business groups said would further
complicate the ability of businesses
to operate in Puerto Rico and would
continue to discourage expansions
and new business start-ups.

House Bill 1491, penned by Popu-
lar Democratic Party Rep. Luis Raul
Torres, would require employers to
notify employees in writing about
the reasons they were dismissed
and if they are entitled or not to get
severance pay. An employer who
doesn’t notify the employee in writ-
ing would have to pay a penalty as
high as $2,000.

Senate Labor, Veterans Affairs &
Human Resources Committee Chair-
woman Lucy Arce said the “bill ap-
pears to be good, but will hurt busi-
nesses, especially those without hu-
man resources.”

She said she is seeking input from
different agencies on the bill. The
House passed the legislation with-
out input from the business sector or
public hearings.

“I have my doubts,” Arce said.

The amendment, according to busi-
ness groups, further penalizes employ-
ers under the Unjust Dismissal Law.

The 1976 law was initially enacted to
protect an employee from being laid off
from a company without just cause by
requiring employers to pay employees
additional compensation when layoffs
are, in fact, not justified. It was meant
to give an employee an additional pay-
ment while the employee searched for
another job.

Under Law 80, employers are re-
quired to pay severance pay, known

as a mesada, after an employee is ter-
minated. Employees aren’t permitted
to waive this payment, but employers
aren’t required to pay the so-called
mesada if the employee was termi-
nated with “just cause.”

Just cause is satisfied in any of the
following situations: The employee
had a pattern of improper or disor-
derly conduct; the employee worked
inefficiently, belatedly, negligently
or at a level of poor quality; the em-
ployee repeatedly violated the em-
ployer’s reasonable and written rules;
the employer had a full, temporary or
partial closing of operations; the em-
ployer had technological or reorgani-
zation changes, changes in the nature
of the product made and changes in
services rendered; or the employer
reduced the number of employees
due to an actual or expected decrease
in production, sales or profits.

While severance pay was original-
ly considered a reasonable amount,
in 2005 the government enacted a

—

law that virtually tripled the amount
paid to employees dismissed without
just cause.

An employee with less than five
years of employment with the em-
ployer must receive a severance pay-
ment equal to two months of salary
and an additional one week of sal-
ary for each year of employment. An
employee with more than five years
but less than 15 years of employment
must receive a severance payment
equal to three months of salary and
an additional two weeks of salary for
each year of employment. An em-
ployee with more than 15 years of
service must receive a severance pay-
ment equal to six months of salary
and an additional three weeks of sal-
ary for each year of employment.

If employees don’t agree with the
employer’s decision not to pay them
a mesada, they can go to court to
claim it.

To make matters worse, several
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