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Building on a new economic development blueprint
Pérez-Riera launches energy, high-tech initiatives;
pushes San Juan waterfront project

BY JOHN MARINO

marino@caribbeanbusinesspr.com

E

conomic Development & Commerce Secretary José Ramón
Pérez-Riera, the top official charged
with returning Puerto Rico’s economy to growth, is backing up his
words with actions.
In an exclusive interview with
CARIBBEAN BUSINESS, the
architect of the administration of
Gov. Luis Fortuño’s new economic
development model shared important
details of his plan to create 125,000
jobs over the next four years.
The new economic development
blueprint, which shifts focus from
providing tax-based incentives to
lowering production costs, contains
both short-term steps to stimulate the
economy immediately and long-term
strategies to assure Puerto Rico’s future prosperity.
It embraces such long-held goals to
boost exports of services and products and to create a knowledge-based

economy through increased research
& development.
In order to enact the ambitious
plan, Pérez-Riera and his staff are
rolling up their sleeves and working
to improve every aspect of the business climate in Puerto Rico.
“If we cease to capitalize on our
advantages and allow for our disadvantages to grow, then companies are
going to say Puerto Rico is not helping us be efficient as businesses and
we are going to have to move elsewhere,” Pérez-Riera warned. “That
is why we have to reform everything
related to doing business in Puerto
Rico.”
The Fortuño administration has
methodically set about to reshape
every aspect of the island’s investment landscape as it strives to substantially improve Puerto Rico’s
competitiveness, and much of that
work has fallen to Pérez-Riera and
his young staff of economic development lieutenants as well as officials

from impacted agencies, in drawing
up several of the reforms.
Legislation to promote and oversee
the establishment of public-private
partnerships (PPPs) has already been
enacted, and both the House and Senate have passed a sweeping permit
reform. Lawmakers hope to iron out
differences between the versions in
the coming weeks. Meanwhile, government reform legislation, through
which the administration aims to
streamline bureaucracy to cut costs
and improve services, has cleared the
House but is still pending approval
in the Senate. Pérez-Riera’s staff is
already at work on wide-ranging tax
and labor law reform legislation,
which should be introduced during
the next legislative session beginning
in January.
This month, the Fortuño administration is expected to file key legislation drawn up by Pérez-Riera and
his staff that promises real progress
on long-term goals to develop new

sources of cheap, clean electricity
and to spark development of research
& development activities, which will
work to create a knowledge-based
economy.
The legislation will also help facilitate the investment of nearly
$2.4 billion in construction projects
beginning early next year, which is
expected to create 54,050 direct and
indirect jobs.
“The governor has been very clear
from the beginning about the problems that need to be addressed,”
Pérez-Riera said. “He’s not looking to
the next three months or six months.
We all know that the billions in federal stimulus money that has started
to come in will spur the economy in
the short term. He’s looking at where
Puerto Rico is going to go over
the next 20 years. That’s something
we need to focus on because the
lack of vision in the past is exactly
the reason for a lot of the current
problems.” 䡲
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BY GINA M. HERNÁNDEZ

gina@caribbeanbusinesspr.com

Messaging plays primary role
on the new Samsung Holic Pro

T

wo technology giants, Samsung Electronics and Microsoft, joined resources to design
and develop a mobile device focused on facilitating the way its
users communicate. Known as
the Messenger Phone, the Holic
Pro’s goal is to provide the best
social-networking experience
on the go, powered locally by
Claro’s network.
“Claro remains at the industry
forefront by adding the Samsung
Holic Pro to our extensive 3G
portfolio,” said Enrique Ortiz de
Montellano, president of Claro.
In addition to having WiFi and Bluetooth capabilities, the Samsung Holic Pro
operates with Microsoft’s
Windows Mobile 6.1 system.
“At Microsoft, we continue
offering innovative ideas, giving way to a digital lifestyle in
the new era of communications.

With this particular offer we are
strengthening the bond between
technology and the youth, catering to their need to stay connected on a constant basis,” said
Cleber Voelzke, general manager of Microsoft Puerto Rico.
This year, Microsoft celebrates the 10th anniversary of MSN Messenger.

Appealing to the younger
crowd, Samsung and Microsoft
equipped the Holic Pro with
multiple entertainment applications, like a 3-megapixel camera that also records video and
Windows Media Player 10 for
music and video reproduction.
Also featuring a global positioning system (GPS), games
and mobile Internet, Samsung
Holic Pro’s most notable feature is its MSN Messenger key,
which provides direct access
to Instant Messenger chatting.
The Samsung Holic Pro is already available at all Claro kiosks
and stores around the island.
Since it’s available in all prepaid and contract plans, its price
varies accordingly. For instance,
the Holic Pro could cost $39.99
with a two-year contract under
the $59.99-a-month plan. The
price without contract is $270. 䡲

Website: www.claropr.com

Sony Ericsson launches two phones with AT&T

S

ony Ericsson and AT&T recently introduced two new
devices to the local market: the
Sony Ericsson C905a Cyber-shot
and the W518a Walkman, both
of which offer features that encourage self expression and allow users to share their exciting
moments.
Photo enthusiasts will get a
kick out of the 8.1-megapixel
camera (the highest resolution
ever in an AT&T phone) in the
C905a Cyber-shot camera phone,
which also boasts advanced features such as face detection,
autofocus, xenon flash and GPS
tagging. All of these in a 3G
slider phone named Gear of
the Year by Outside Magazine.
A thin design encloses mul-

tiple social-networking features that allow people to stay
connected on the go with the
W518a Walkman. Flip it open
to view Facebook status updates and profile photos; click
on its screen to update yours.
Website: www.wireless.att.com

Upload the pictures taken with
the Walkman phone’s 3.2-megapixel camera and get going.
Advanced Shake Control and
Gesture Control technologies
take the music experience on
mobile devices to a whole new
level. The first technology allows
users to shuffle, skip and control volume with a flick of the
wrist, while the latter lets them
reject incoming calls or send
the alarm to snooze by waving
their hand over the camera lens.
Both devices are already available at AT&T stores or online
(address below): $180 for the
C905a Cyber-shot and $50 for
the W518a Walkman, after
a $50 mail-in rebate, with a
two-year service agreement. 䡲
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Water bottling company saves money with simple initiatives

Puerto Rico sees the light

Le Natural reduces carbon emissions, waste and energy costs by manufacturing lighter bottles

Island leaders hope to ‘lead charge’ across U.S. toward renewable energy

BY GINA M. HERNÁNDEZ

gina@caribbeanbusinesspr.com

L

e Natural, a Caguas-based spring-water bottling company, has found ways to cut operational costs while contributing to the protection
of the environment.
It all started four years ago, when José Lazoff,
director of Le Natural, started a recycling program to offset the company’s generation of cardboard and plastic waste.
“Having a clean environment here is as important as keeping our business afloat. We live from
bottling natural spring water and must see that our
natural resources remain free of contaminants and
have a longer life span,” said Lazoff.
Le Natural—bottlers of water brands Aprés,
Hydra and Rocío—currently has the capacity
to manufacture 300 half-liter water bottles per
minute, five days a week. The company recycles
7,000 pounds of plastic and cardboard monthly.
“We don’t save any money by recycling, but
it also doesn’t cost us anything to do it, so why

Le Natural reduced the weight of its plastic bottles
and caps resulting in significant savings in its carbon
footprint, raw material and energy costs.

not? We compress the materials for a recycling
company that comes to get them,” said Lazoff.
Last year, when oil prices peaked, Lazoff
decided to expand the company’s environmental
initiatives by reducing the weight of its plastic
bottles, manufactured in-house, and its caps.

“While we reduce our carbon footprint by about
50%, we save on raw material because now we
need less plastic for our bottles and caps. It served
a double purpose because we saved on energy
costs also. We have offset the increase in costs
of raw materials and minimized its impact on our
clients while staying competitive in the market,”
said Lazoff.
With such good results, Lazoff said the program
doesn’t stop there. Le Natural also eliminated
cardboard from its packaging, replacing it with
a plastic that holds bottles together.
“By eliminating cardboard use, we also eliminate the glue used in the packaging process,
which is a contaminant, as well as the energy
used to melt that glue. On our labels, we only
use one glue strip whereas other companies use
more glue, which also makes labels harder to
remove from the bottles for recycling purposes,”
said Lazoff.
Between the second and third quarters of 2010,
Lazoff expects to introduce a new, even lighter
water bottle to the market. 䡲
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Taking Tecnetico.com to the next level
Redesigning website, expanding to Latin America and creating
advertising opportunities are just a few projects on the agenda
BY GINA M. HERNÁNDEZ

gina@caribbeanbusinesspr.com
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s of Wednesday, Tecnetico.com—Puerto
Rico’s first website dedicated to technology—
has a fresh image with a simpler design, new
sections and enhanced interoperability.
“The refreshed Tecnético allows us to expand
our content offer using the best medium to deliver
the content, whether it’s video, text, a photo gallery
or a podcast. We needed to transform the site once
again (this is the fourth time in seven years) to
meet our audience’s demands, making it more
interactive and to update ourselves according
to new technology developments,” said Wilton
Vargas, creator of the website and its president
& editor in chief.
It took one year and a $70,000 investment to
design, develop and program Tecnético’s new
website, which receives more than 1.2 million
visits annually.
“ML Studio, a local web design and development
company, took the vision and made it happen;
we’re truly satisfied with the outcome,” said Vargas.
Emphasizing site navigation was one of the top
priorities for Vargas with the new Tecnético.

“We organized the
content in a way that
our readers could find
it easier and faster and
added the sections ‘In
case you missed it’ and
‘Tecnético TV,’ among
many others. ‘Digital
Style,’ for instance, is
another new section
Wilton Vargas
featuring topics on how
make technology work to your advantage,” said
Vargas, while revealing plans to market Tecnético
on a global level.
Relaunching the website is only the first of
many upcoming projects on Vargas’ ambitious
agenda. His goal? Making Tecnetico.com the first
site that comes to mind for Hispanics around the
world searching for technology-related news and
information.
“We’re negotiating with an important Internet site
to provide all its technology content in Spanish in
addition to possibly entering radio and TV markets
in Latin America. We are certainly confident these
projects will be the first steps toward achieving
our long-term goal,” said Vargas.

Vargas also spoke about Estilo Digital (Digital
Style), a one-day event similar to the Consumer
Electronics Show held annually in Las Vegas,
where visitors will be able to experiment first
hand with new and upcoming technology right
here in Puerto Rico.
“We’ll announce the date soon, but we’re
already working on the logistics of the event. For
electronics consumers it will be a fun time, and
for manufacturing companies and retailers it will
be a wonderful opportunity to get their products
out there and receive instant feedback on public
acceptance,” said Vargas.
Also in the works is a licensing agreement with
retailers that will allow them to use Tecnetico.com
content in their sales efforts at stores.
“It would be custom made but unbiased content,
such as our reviews,” explained Vargas.
This service should be available sometime during
the first quarter of next year under Tecnético’s new
division, T-Net Custom Publishing.
As the projects come through, Tecnético
expects to create an estimated 100 new jobs in
the next few years in the areas of technology
reporting, content development and other
business lines. 䡲

BY JOHN MARINO

marino@caribbeanbusinesspr.com

E

conomic Development & Commerce Secretary José Ramón
Pérez-Riera and other top officials
believe that lowering and stabilizing
the price of electricity is one of the
best ways to lower production costs
for businesses, which is a key goal of
the administration’s new economic
development plan.
The proposed Renewable Energy
Policy Law hopes to drive the development of $2 billion in island renewable energy production projects over
the next four years, creating some
46,000 jobs during that period. It will
set renewable energy production targets and help establish ground rules
for the new green energy plants. The
legislation comes as the Puerto Rico
Electric Power Authority (Prepa)
gears up to implement the “wheeling” concept next year, which requires the government-owned utility
to open its grid to independent producers who will either sell electricity
directly to Prepa or to third parties.
(See sidebar.)
“The world has been going in
one direction and Puerto Rico in
the other,” Pérez-Riera said. “We
need to turn around and go with the
flow. What we are working on is
sufficiently cutting edge and avantgarde in terms of what is being done

in the U.S. that we will be leading
the charge rather than following
other jurisdictions. That’s what we
are setting out to do. We have to be
in front of this problem and not let
it determine how we do things in
Puerto Rico.”
If successful, the legislation will
bring more than 400 megawatts of
renewable energy production online
over the next four years, lifting the
share of Puerto Rico’s renewable
power production to 6% of total
power production from the less than
1% today. Officials envision about
200 megawatts of wind power, 100
megawatts of waste-to-energy power
and the remaining 100 megawatts
split between solar, hydroelectric
power and other renewable technologies. The legislation adds new,
innovative incentives into the current
mix with the hope of leveraging local
public investment through a federal
American Recovery & Reinvestment
Act (ARRA) program that could pay
for up to one-third of the total estimated $2 billion cost over the next
four years.
The drive toward renewable energy stems from the need to diversify
Puerto Rico’s near total dependence
on fossil fuel-based power production, with about 70% of plants using oil and the balance roughly split
between natural gas and coal. The
high and volatile price of oil makes

Economic Development & Commerce
Secretary José Ramón Pérez-Riera

Puerto Rico power costs too expensive and unreliable, creating one of
the island’s biggest vulnerabilities
on the economic development front,
officials say.
Last year, the cost of power in
Puerto Rico averaged about 21.5
cents per kilowatt hour, versus the
average 10 cent U.S. rate. And because Puerto Rico is more susceptible to oil price fluctuations, the
cost of island power has increased
an average of 11.6% annually versus just 5.3% in the mainland U.S.

over the last four years, according to
government figures. Worse, with the
price of oil expected to increase to
$100 per barrel in 2011 and to $140
in 2015, the price of power in Puerto
Rico is projected to increase to 33
cents per kilowatt hour by then, versus 13 cents in the continental U.S.
“That will have a serious impact
on Puerto Rico’s ability to compete,” said Sylvain Mansier, assistant Economic Development secretary. “That’s why we have to do this
now.”
Over-reliance on foreign oil and
fossil fuels also means the island
pays an ever-increasing bill to offshore companies, which only diverts
precious capital off island. Renewable energy, even if produced on the
island by offshore firms, would refocus the majority of money spent on
energy back into the island economy,
and help spur increased local development. Currently, Puerto Rico’s
electric bill adds up to 8% of the gross
national product, while overall energy costs are 16% of GNP. Besides the
high cost and volatility of oil, Puerto
Rico could face steep penalties in the
near future for its heavy fossil-fuel
production. The U.S. House already
passed legislation that calls for an
80% cut in greenhouse gas emissions by 2050, and the U.S. Senate
introduced legislation on the subject
earlier this month. Meanwhile, the
Environmental Protection Agency
(EPA) announced its intention to
begin regulating greenhouse gas
emissions and the Obama administration is expected to pledge to cut
the use of greenhouse gases during a
United Nations global-warming summit later this year in Copenhagen.
Both President Barack Obama and
EPA Administrator Lisa P. Jackson
have said they would prefer to have
Congress write up rules to cut greenhouse gas emissions, but it’s clear
the EPA will act if Congress does
not. In either case, while the rules
have yet to be written, it’s likely that
power plants and other facilities will
have to substantially cut emission
of greenhouse gases, or pay steep
taxes or penalties. Puerto Rico’s
Continued on page 22
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current 98% reliance on fossil-fuel
production makes the island especially vulnerable in this evolving
scenario. The new rules mean that
Prepa’s plans to retrofit or replace
existing plants with natural gas or
coal production will face greater
federal environmental scrutiny, and
may add to requirements. The rules
will undergo a period of extensive
review and public comment before
becoming final, expected sometime
next year. Currently, local environmental officials, including those in
Puerto Rico, are taking an inventory
of greenhouse gas polluters.
“We either diversify or we will be
at the mercy of volatile oil prices
and whatever happens in Congress.
If Congress decides to start a carbon
tax, with the majority of our power
coming from fossil fuels, it is going
to make it that much more expensive. It just won’t be about production costs,” Pérez-Riera said.

SETTING NEW STANDARDS
Through the legislation, the island

22
will join 30 states and Washington,
D.C. in establishing a Renewable
Portfolio Standard (RPS), which
will establish goals for renewableenergy production based on what is
being contemplated in the federal
sphere. While Department of Economic Development & Commerce
(DEDC) aides cautioned that nothing
was set in stone, in general terms the
administration expected the standards
to call for around 400 megawatts of
power, or 6% of total generating
capacity from renewable resources,
by 2013, a figure that will ratchet up
to 25% in 2025.
Those goals are pegged to federal RPS standards included in the
American Clean Energy & Security
Act of 2009 approved by the U.S.
House. While the island government
may be hard pressed to enforce sanctions against its own Prepa utility, the
legislation will contain enforceable
standards. Their real benefit, however, is in their aim of getting island
power production in compliance
with expected federal standards to
avoid future penalties. Also, other jurisdictions have experienced a boom

CARIBBEAN BUSINESS THURSDAY, OCTOBER 15, 2009
in renewable-energy development
after adopting RPS standards, with
the DEDC providing figures showing
more than double the renewable-energy investment during 2008 in RPS
jurisdictions versus jurisdictions that
have not adopted the standards.
“It tells investors we are serious,”
Mansier said. “Renewable Portfolio
Standards create the environment
for investment in renewable-energy
projects. The record is clear. The
numbers prove it.”
A big caveat to the approach to
peg the local RPS to evolving federal standards involves waste-toenergy (WTE) technology, which
is not expected to be considered
renewable energy under future U.S.
rules. EPA officials have recognized
the technology as a partial solution
to the island’s burgeoning solid
waste management program, however, saying that WTE projects will
emit less greenhouse gases than the
landfills they aim to replace. While
the proposed energy-reform legislation will extend incentives to the
technology, energy generated from
the WTE probably won’t be able

to help comply with future federal
requirements.
A closely related development to
the new standards will be the introduction of “wheeling” next year,
which mandates that Prepa lease
out its grid or purchase power from
independent producers who set up
shop here, who are expected to supply the new production of alternative
energy sources. The regulations for
the open energy market are currently
being drawn up.
Prepa Executive Director Miguel
Cordero said the new rules will force
the government utility to increase
efficiency or cease to exist. Cordero
has been working hard to improve
service and cut expenses since
arriving in January, to both shore up
the public corporation’s shaky finances and prepare for competition.
Prepa transmission, distribution and
overhead costs add nearly 10 cents
per kilowatt hour on top of the production price of island electricity,
according to DEDC estimates, which
puts the average production cost at
Continued on next page
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House bill proposes changes to mortgage industry regulations
Legislation necessary to comply with a federal law approved last year, says House Economic Development,
Planning & Commerce Committee Chairman José Chico
BY MARIO SANTANA

mario@caribbeanbusinesspr.com

A

bill that would overhaul regulation of Puerto Rico’s mortgage industry to comply with federal law was debated last week in
public hearings held by the House
Economic Development, Planning &
Commerce Committee.
Committee Chairman José Chico
said that the overhaul of local regulations is necessary to comply with the
federal Secure & Fair Enforcement
(S.A.F.E.) Mortgage Licensing Act
of 2008.
The federal law mandates that
all states and Puerto Rico participate in the Nationwide Mortgage
Licensing System & Registry
(NMLSR) developed and maintained by the Conference of State
Bank Supervisors and the American
Association of Residential Mortgage
Regulators.

Chico said that if Puerto Rico fails
to meet the federal law, the U.S.
Department of Housing & Urban
Department (HUD) could strip
the island Financial Institutions
Commissioner’s Office (OCIF by its
Spanish acronym) of certain regulatory powers over the local mortgage
industry.
House Bill 1578 would require
mortgage lending companies, real
estate brokers of mortgage loans (a
person or entity that assists a third
party in applying for or obtaining
a residential mortgage loan in exchange for a fee) and mortgage loan
originators (a person who takes a
residential mortgage loan application or who offers or negotiates
terms of a residential mortgage loan
for compensation or gain) to use the
NMLSR system to be licensed by
OCIF.
OCIF licenses and supervises mortgage lending companies and real

estate brokers of mortgage loans. The
Mortgage Institutions Law of 1973
regulates mortgage lending companies and the Financial Intermediary
Business Law of 1995 regulates real
estate brokers of mortgage loans.

odds and successfully gotten out
of bankruptcy by restructuring
operations, meeting its financial
obligations with creditors and
refocusing the business to meet new
market trends.

Retail briefs
Continued from page 33

When Fernández Moledo Inc., the
corporate name of Tiendas Donato,
filed for Chapter 11 protection
in April 2008, the company had
accumulated more than $10 million
in debt. However, a series of tough
decisions, including considerably
downsizing the number of stores it
operates, refocusing toward a more
contemporary client, liquidating
real estate assets to pay off debt and,
most importantly, restructuring the
operations to protect the majority
of its 200 employees at the time
of filing, have put Tiendas Donato
back on track.
As a leaner operation, Tiendas
Donato is well on its way to
finalizing the aggressive courtapproved reorganization plan. After
strengthening the company’s market
position, Fernández doesn’t discard
expansion plans for its remaining
stores.
In fact, Fernández and family
matriarch Ana Eva Fernández Uría
successfully inaugurated Panabrisas

Committee Chairman José Chico

PIOMU TO SELL
NON-TOXIC TOYS

Donato Fernández,
president of Tiendas Donato

earlier this year, a clothing boutique
in Old San Juan featuring custom-fit
guayabera shirts and full clothing
lines for men, women and children
inspired by the traditional guayabera
design. The Donato group partnered
with Panama-based Panabrisas to
develop the unique retail concept.
Tiendas Donato, which emerged
from bankruptcy ahead of its
original schedule, is one of several
local retailers that has beaten the

Just in time for the holiday season,
local entrepreneurs Glorimar Ripoll
and Luis Benítez have unveiled
PioMu, the first online retailer of
nontoxic and eco-friendly toys in
Puerto Rico.
Ripoll and Benítez, both graduates
of Massachusetts Institute of
Technology (MIT), set out to
develop an e-commerce concept
that met the developmental needs of
growing children while adhering to
safe and environmentally friendly
standards.
According to Ripoll, a study by
the Michigan Ecological Center
showed that one in every three toys
sold in regular toy stores had levels
of toxic chemicals, which may be
tied to endocrinal disorders and
immune deficiency in children.

Mortgage loan originators are currently unregulated.
The bill would also require mortgage lending companies, real estate brokers of mortgage loans and
mortgage loan originators to register through the NMLSR and pay the
processing fees the NMLSR deems
necessary.
The legislation also proposes some
hikes of the investigative fees, firsttime licensing and renewal fees and
bonds, and minimum capital or liquid assets requirements at OCIF.
For mortgage loan originators, the
bill proposes the payment of licensing fees, background checks with
the FBI, credit-history checks, continuing education and exams.
Financial Institutions Commissioner Alfredo Padilla endorsed the
bill during public hearings while the
Mortgage Bankers Association of
Puerto Rico has proposed several
amendments to the legislation. 䡲

PioMu’s inventory was carefully
selected from a group of certified
suppliers and manufacturers
that meet the strictest standards
of safety. In keeping with its
environmental promise, PioMu’s
toys do not require batteries, which
usually end up in local landfills.
Local merchandise delivery is free
of charge on purchases of $50 or
more. 䡲
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Farrow: U.S. needs to define status options
Pierluisi legislation would give residents ability to determine their political future
BY JOHN MARINO

marino@caribbeanbusinesspr.com

T

he U.S. got Puerto Rico into its status mess,
so it has the responsibility to help the island
get out of it.
That was one of the main points made by former White House official Jeffrey Farrow during a
speech last week on the island’s perennial political dilemma before the San Juan Rotary Club.
The longtime observer of island affairs in the
nation’s capital also discussed the relevance of the
island’s political status to other important issues,
such as economic development and healthcare,
and the prospects that the Puerto Rico Democracy
Act of 2009 has to really spark meaningful action
on the decades-old problem.
“The United States, which took Puerto Rico
without the consent of the people, has an obligation to identify the [status] options—including
the options that would provide a democratic form
of government at the national government level,”
Farrow said. “Puerto Ricans have not determined
what they want at least in part because of a local
dispute about what the options are. In the absence
of clarity from the U.S., Puerto Ricans have also
made status proposals that the U.S. could not or
would not implement.”
Farrow, a government affairs consultant associated with the Oliver Group, Inc., was the White
House’s principal adviser and coordinator of
policy concerning Puerto Rico during former
President Bill Clinton’s two terms in office from
1994 through 2000. Prior to that, he was a U.S.
House of Representatives staff member and an
advisor to the Carter White House.
A former newspaper editor and publisher,
Farrow currently advises the local government,
as well as federal officials, and believes he can be
most helpful to everyone, including the public, by
giving “objective, truthful information. My basic

Jeffrey Farrow

perspective is that the status of Puerto Rico ought
to be the choice of Puerto Ricans among all of
the options,” Farrow said, adding that the current
status does not provide equal voting representation in the government that makes Puerto Rico’s
national laws, so that cannot be considered its
ultimate status.
The lack of finality of the island’s current status
is a “fundamental issue” for Puerto Rico because
it raises questions about U.S. policy and distracts

“The United States, which
took Puerto Rico without the
consent of the people, has
an obligation to identify the
[status] options.”

attention from important economic and social
problems, Farrow said.
The Puerto Rico Democracy Act of 2009,
authored by Resident Commissioner Pedro
Pierluisi, establishes a process to resolve the
issue by requiring plebiscites at least every eight
years to determine whether local voters in Puerto
Rico want the current status or a different one,
he added. If voters opt for a new status, a plebiscite will take place in which voters would choose
from between existing status alternatives—independence, national sovereignty in association
with the U.S. and statehood.
Farrow believes Popular Democratic Party criticism of the bill is “flawed.” While the PDP says
the two-step process is unfair, Farrow believes
the party can wage a compelling campaign for a
“no” vote in the original vote. And its complaint
that the bill does not contain its option is also
“deficient” because its specific status proposal, a
“hybrid of aspects of territory status, nationhood
and statehood” has been found to be unconstitutional by the federal government.
The bill was approved in committee, and
Farrow believes the chances of a full House
vote have been boosted by a large number of
co-sponsors, which now total 174. The Obama
White House has failed to comment on the legislation, House Speaker Nancy Pelosi has said
there needs to be a consensus on status legislation if it is to make it to a floor vote, and U.S.
Reps. Luis Gutiérrez and Nydia Velázquez don’t
support the measure.
“The bill is not the one that I would have proposed, but I support any choice of Puerto Ricans
on a real option or among real options,” Farrow
said. “Choices in government—and life—are
among the available alternatives, and decisions
should be made about whether a possibility is
better or worse. The perfect should not be the
enemy of the good.” 䡲
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12 cents per kilowatt hour, while
the delivered cost is a whopping
21.5 cents. The spread is more than
the nine-cent average cost over the
last five years of delivered power in
the mainland U.S., where transmission and related costs hover around
two cents-to-three cents per kilowatt hour. Part of the reason for it
stems from the $280 million Prepa
must grant annually in electricity
subsidies and other payments to
municipalities, hotels, public housing residents, agricultural businesses
and other entities mandated by legislation. Cordero’s goal is to drive
down the price of electricity over
the next four years so the utility can
sell it at 12 cents per megawatt hour.
The effort is being made through
increased administrative and technological efficiency and diversification
of production sources.
The RPS standards will also mirror
local government development goals
in this renewable-energy area. Officials foresee bringing online about
400 megawatts of renewable energy
over the next four years to meet the
6% standard.

A DIFFERENT KIND OF INCENTIVE
Through the establishment of the
Green Energy Fund, officials have
created an incentives program that
aims to both develop alternative
energy sources while decreasing
and holding down power costs. The
incentive is aimed at bridging the
gap between the costs of renewable

Adriana Ramírez Martínez,
DEDC legal advisor

Sylvain T. Mansier, assistant Economic
Development secretary

power production and the price the
independent producer would have to
sell to Prepa in order for the utility
to reach its 12-cent per kilowatt hour
pricing target.
“We are giving a subsidy to green
energy production so that Prepa does
not have to increase costs to the end
user,” Pérez-Riera said. “It’s allowing Prepa to buy energy from renewable resources without increasing the
cost because green energy is initially
going to be more expensive.”
For the purposes of its incentives
fund, the government is defining
“green energy” as any renewable
source of power generation (including solar, wind, ocean thermal and

currents, and biomass) as well as
waste-to-energy power production,
which uses garbage to generate
power.
Instead of granting a traditional
tax exemption, credit or construction grant, the legislation will create
a production-based incentive through
which the government will purchase
a “renewable energy credit” (REC)
for each unit of green energy a plant
produces. The production incentive will be in the form of a longterm contract between the government and producer, with one REC
purchased for each megawatt hour
(mW h) of “green” energy produced.
The program will provide an essential

stream of revenue once the plant is
operational, but more importantly the
initial government commitment, together with a Prepa power purchase
agreement, will allow developers to
secure project financing.
While Prepa’s goal is to sell power
at 12 cents per kilowatt hour, it will
have to decide on a power purchase
price in order for the value of the
RECs to be set. Regulations are expected to be drafted calling for an
annual pricing review. Officials say
there is likely to be a difference in
the value of RECs granted to different technologies, although projects
using the same technologies should
receive RECs of the same value.
That’s because different technologies have different cost structures.
DEDC officials estimate local wind
energy costs to hover around 14 to
15 cents per kilowatt hour, while solar costs 20 cents per kilowatt hour.
Because technologies are evolving,
and pricing could change with new
developers, officials say the government will seek to develop a mix of
renewable options.
Other existing government incentives also apply to the new ventures.
The ARRA program also offers up
to one-third project financing in tax
credits for projects completed by
the end of 2013. For projects that
get under way next year, the credits
can be converted into cash grants.
While local officials say permitting
may make the deadlines challenging, particularly for WTE plants,
they still expect the federal stimulus package to fund much of this development. The government figures
the local incentives will cover $300
million, while the federal incentives
will cover up to $600 million, leaving $1.1 billion to be raised through
private capital and financing.
Financing options for the government incentives are still being discussed, but the program may cost
from $300 million to $400 million
to provide the incentives necessary
to fund the first $2 billion in projects.
The advantage for the government
is the incentives will be doled out in
annual doses of between $30 million and $40 million over a decade,
making it much easier to finance
given tight government finances.
Also, the RECs will be a fully securitized, tradable commodity which
has an economic value based on
Continued on page 24
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the environmental attributes of the
power production. They can help
companies offset power produced
either on the island or elsewhere
through carbon sources. Because
carbon-footprint reductions have
become an increasingly important
aspect of corporate social-responsibility programs, a “voluntary” market for RECs has already developed
in the United States. This market is
expected to become more developed
as evolving federal carbon standards
are enacted into law or new regulations are drafted.
The government could use the
RECs it buys from the project developers to substantially lower the
cost of its initial investment. It is
expected to be able to resell the
RECs to companies needing to offset their carbon production on the
island or elsewhere, and could use
the proceeds to refund the incentive program. Another possibility
would be for the government to use
the RECs to show compliance with
future federal energy requirements.
Pérez-Riera said the incentive, by
targeting energy production rather
than construction costs or tax breaks
on profits, is designed to ensure that
the new green energy producers are
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as efficient as possible.
“Here, in order for you to reap the
benefits of the incentive, you need
to produce, and the more you can
produce, the bigger the benefits,”
Pérez-Riera said.
The Green Energy Fund and REC

CARIBBEAN BUSINESS THURSDAY, OCTOBER 15, 2009
purchases will be available to energy producers with the capacity to
produce a megawatt or more of energy. The legislation also provides
“installation credits” for alternative
energy systems below a megawatt
for businesses and consumers. The

legislation calls for the Energy Affairs Administration to establish both
the size of the installation credit (up
to a 60% maximum annually) and
market reference costs on an annual
basis. 䡲
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T

he Economic Incentives Law of
2008 mandates the introduction
of “wheeling,” which is the retail
sale of electric power. It means the
Puerto Rico Electric Power Authority (Prepa) has to open up its network so that private power generators can sell electricity they produce
over the island’s electric grid.
The law allows large firms to
build their own power plants and
to sell any excess power they generate over the Prepa grid to third
parties or back to Prepa. It also allows private operators to build and
construct power plants and sell the
power directly to Prepa or third parties. While Prepa will get paid for

BY FRANCES RYAN

hen advertising industry veteran José Luis
Alvarez, general manager of Lopito, Ileana
& Howie (LIH), and his agency partners decided
to invest $4 million in opening a new toy store
chain, most of their friends thought they were
crazy.

means of lowering operating costs.
The new wheeling rules, which are
still being drawn up, are also allowing the government to tap private investment to begin the badly
needed work of diversifying the island’s power base by building more
renewable energy plants. This will
bring the new power production
online more quickly and efficiently
than the cash-strapped government
could accomplish alone, officials
say.
“High energy costs affect industry, tourism, individuals in homes,
schools, hospitals, commercial
establishments, everyone—all because of Prepa’s inefficient monopoly,” Puerto Rico Manufacturers Association Executive Director

William Riefkohl recently told
CARIBBEAN BUSINESS. “Now,
we have an opportunity to move beyond this situation through wheeling, which, for the first time, breaks
Prepa’s monopoly.”
In tandem with wheeling has been
the introduction of “net metering,”
which allows for the interconnection of home-based energy systems
to the Prepa grid. Prepa Executive
Director Miguel Cordero said a
few dozen clients currently use net
metering.
Under the concept, homeowners
can sell the excess power they produce to Prepa, which will credit the
customers and deduct it from the
cost of any power the homeowners
buy from the utility. 䡲
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Anniversary Barbie one of 2009’s holiday season’s hot items; board games are popular again;
Wii remains the ‘must have’ electronic game for all ages

W

“leasing” its grid to private power
producers, it also means the public utility will face competition for
the first time. Wheeling is already
exerting a force for increased efficiency inside Prepa as management prepares to compete against
private industry. More importantly,
it will allow for the cost reductions
of privately produced power to be
brought into the island electric system, over which Prepa has maintained a monopoly, controlling the
transfer of electricity through its
own grid, the generation of electricity and the price it pays for power
generated by two private cogeneration plants.
Several large firms are expected to
establish private power plants as a
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New Circo toy store chain aims for big share of $70 million market
frances@caribbeanbusinesspr.com

Competition comes to electric power production
BY JOHN MARINO

RETAIL/COMMERCE

What their friends didn’t know, however, is that
the LIH executives had long been involved in managing all aspects of the advertising, marketing and
public relations account of the now-defunct Kay
Bee Toys, which closed local operations after last
year’s holiday season. In doing so, they worked
closely with local and stateside distributors as
well as maintaining a firm grasp of the unique
merchandising challenges of the category.
“All of a sudden we found ourselves without
a major client in a top retail category,” recalled
Alvarez, adding he and his LIH partners saw it
instead as an opportunity.
With six new stores already open and ready for
the year’s peak retail season, Circo Toys is the

new kid on the block with the goal of capturing
at least 50% of the island’s $70 million toy retail
market. The circus-theme toy chain was designed
primarily to be a fun, interactive retail environment for children up to 12 years old.
“Advertising agencies are great entrepreneurial centers, creative forums and dynamic marketing think-tank groups by nature. With that
entrepreneurial spirit and more than a decade of
experience in the toy category, we reached out
to our former client Bernardo Domínguez, who
had been at the helm of the Kay Bee Toys local
operation, and invited him to join in the initiative to create a retail toy store concept for Puerto
Rico,” Alvarez explained.
Since April, the Circo team has been busy
reaching out to toy distributors, reinstating
orders, designing the store’s concept and contacting shopping centers and retail landlords where
Kay Bee Toys stores were and launching the new
concept.
Initially, Circo’s first six stores, which will
operate through the holiday season, will generate 100 full-time seasonal jobs. Operating hours
will be from 9 a.m. to 9 p.m. but may be extended
based on the shopping centers where the stores
are located.

BY FRANCES RYAN

frances@caribbeanbusinesspr.com

TIENDAS DONATO BEATS BANKRUPTCY
Tiendas Donato, the venerable local men’s
fashion retailer, has received the final court
decree officially taking it out of bankruptcy,
CARIBBEAN BUSINESS learned. Company

Based on early orders, Circo’s Alvarez sees
renewed interest in more traditional toys and
board games.
“Given the difficult economic situation, families are spending more time at home, and board
games are regaining popularity. Barbie is celebrating its 50th anniversary and Mattel’s Hot
Wheels have new designs. We are betting on the
infant category, with innovative toy ideas. That’s
a category that has long been underserved,” said
Alvarez.
In keeping with last year’s merchandising strategy, Walmart will have a selection of more than
100 toys at $10, mostly the branded selections.
Walgreens also expects toys to be among the topselling categories during the holiday season and
has had some of its holiday merchandise for sale
since September. Toys ‘R’Us will follow its usual
shopper strategy.
“Wii, especially the Wii Fit, is expected to remain
popular throughout the season. Driving Wii’s popularity is the recent focus on wellness, the fact
that families are spending more time at home and
Wii can be played by children, teens and adults,”
explained retail industry veteran Mike Nolla, who
estimates holiday retail sales represent nearly half
of total annual sales for toy retailers. 䡲
President Donato Fernández, who represents
the third generation at the helm of the family
business, confirmed the news during an exclusive
interview.
Tiendas Donato was founded 48 years ago by
Fernández’ grandfather, Donato Fernández. Since
childhood, Fernández worked at the clothing
chain’s stores, main warehouse, distribution
center and central offices, growing up in the family
company his grandfather built from scratch.
Continued on page 35
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Town; Repulse Bay Beach, Hong
Kong; Miami Beach, Florida;
Barceloneta Beach, Barcelona,
Spain; and Bondi Beach, Sydney.
Isla Verde Beach was T&L’s
only Caribbean pick among this
year’s top 10 city beaches in the
world. Magazine editors recommend spending some time at one
of Café La Plage’s cozy four-post
daybeds draped with gauzy netting, and order the house specialties including salpicón de mariscos
(ceviche). After dark, the café, at
the Beach House Hotel in Isla
Verde, shows European and Latin
films. Be sure to reserve your bed
ahead of time for extra comfortable viewing.

BY FRANCES RYAN

frances@caribbeanbusinesspr.com

LA CONCHA & ISLA VERDE
BEACH AMONG TRAVEL &
LEISURE MAGAZINE’S
2009 PICKS
Results are in! La Concha Resort
and the Isla Verde Beach are among
Travel & Leisure (T&L) magazine’s
top picks this year on its Hottest New
Hotels and 10 Best City Beaches in
the world categories, respectively.
La Concha, a 248-room
Renaissance Resort, is one of only
three T&L picks making a splash in
the Caribbean this season and one
of five properties that continue to
redefine Caribbean chic, according
to the leading trade magazine.
The latest T&L edition dubbed
La Concha the classic Puerto
Rican escape. Built in 1958, the
hotel reopened after a $220 million
renovation, “bringing a modern,

La Concha Resort, one of this year’s Travel & Leisure magazine’s
Hottest New Hotels.

soothing look and feel to its public areas and guest rooms, most of
which offer an ocean view.” The
hotel’s signature clam-shaped, poolside restaurant, Perla, is also touted

for its contemporary American seafood dishes and 4,000-bottle wine
cellar.
Isla Verde Beach’s mile-and-ahalf-long pale-pink sand shore and
gentle waves caught the eyes of
T&L’s tough judges who rated the
Blue Flag beach as hugely popular
with traveling families.
“Stake your space early if you
want to secure one of the beach’s 50
popular hexagon-shaped picnic shelters,” T&L editors recommend.
The Carolina public beach ranks
No. 8 among such esteemed company as Ipanema, Río de Janeiro;
Venice Beach, Los Angeles; Waikiki
Beach, Honolulu; Kits Beach,
Vancouver; Clifton Beach, Cape

STAR GAZING AT GRAN MELIÁ
The Puerto Rico Space Grant
Consortium of the University of
Puerto Rico, a NASA affiliate,
has partnered with the Gran Meliá
Golf Resort to launch an innovative
and educational program for hotel
guests and visitors. The star-gazing
program, featuring an educationalyet-fun curriculum for children and
adults offers visitors an opportunity to learn details about Saturn’s
rings, Jupiter’s moons, stars, constellations and the effects of global
warming on our planet and changing weather patterns.
The program is available three
Saturdays and one Friday per month
at 7:40 p.m. in the gardens of the
Gran Meliá property in Río Grande.
Gregory García Morales, founder of
the Puerto Rico Astronomy Society,
directs the program. 䡲
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Legislation to finance construction of ‘Science City’
New high-tech district aims to spark development
of knowledge-based economy
BY JOHN MARINO

marino@caribbeanbusinesspr.com

E

conomic Development & Commerce Secretary José Ramón
Pérez-Riera and his team will file
legislation this month to push forward the so-called “Science City”
project, which is aimed at driving the
development of a knowledge-based
economy, a long-held goal of island
economic development planners.
The legislation will grant more
“responsibilities and resources” to
the Puerto Rico Science, Technology
& Research Trust so that it “has the
tools” to spark development of the
island’s “Science City,” Pérez-Riera
said. The project is the centerpiece
of government efforts to attract more
knowledge-based and research & development investment and foster its
development locally.
The “Science City” moniker may
change, but the plan drawn up under
previous administrations to transform

the old Río Piedras State Penitentiary into a world-class research area
will be pushed forward. The legislation aims to create a district body,
similar to the Convention Center
District Authority, surrounding the
proposed development. It will give
the Trust more power to chart its
own development, and also take into
account key area attributes such as
the adjacent Río Piedras Medical
Center, the University of Puerto Rico
Molecular Sciences Building and the
Botanical Garden.
Pérez-Riera and his Department
of Economic Development & Commerce (DEDC) staff expect the legislation to allow for the groundbreaking on $387 million in construction
projects by next spring, with work
Christopher McGrath, assistant
getting started on basic infrastructure
Economic Development secretary
projects. The project will also include
a base laboratory facility and parking area, a hotel conference center, a commercial areas. The construction
grammar school, and other predevel- should create some 8,050 jobs, acopment work for both residential and cording to government estimates.

Construction is already under way
on the UPR Molecular Sciences
Building. The UPR structure is
the island’s first-ever molecular
sciences facility, aimed at meeting
the island’s scientific research needs
for the next 25 years. The $77 million, 149,000-square-foot, eight-story structure, being developed by the
firm AMS Construction Managers, is
slated for completion in December. It
sits on a one-acre lot across the street
from the Cupey Urban Train station.
The $75 million, 48,200-square-foot
UPR Comprehensive Cancer Center, a joint initiative with the M.D.
Anderson Center of the University
of Texas, is being built to undertake
research on the disease at the molecular level, treatment research and
epidemiological studies construction
will begin early next year.
Currently, the island’s pharmaceutical manufacturing industry is
centered on production, which
accounts for one-third the value of
the final product, while research &
development accounts for two-thirds
of the value of the finished product.
“If we could bring some of that research investment to Puerto Rico, a
lot of that money could stay here,”
said Christopher McGrath, an
assistant DEDC secretary. “This will
create highly skilled, highly paid
jobs.”
Yet, government officials say the
potential for a knowledge-based
economy goes well beyond the manufacturing sector, although Puerto
Rico’s experience there and the presence of some of the world’s largest
pharmaceuticals make it a natural
focal point.
Officials also recognize that previous legislation has created a good
base toward this goal, creating both
the Puerto Rico Science, Technology & Research Trust, R&D incentives and granting the Trust title to
the 70-acre former Río Piedras State
Penitentiary, better known as Oso
Blanco, which has a market value
of about $200 million.
The $1.7 billion development plan
is meant to drive this knowledgeContinued on page 26
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UPR Botanical Gardens and the the Puerto Rico Industrial DevelRío Piedras Medical Center. It also opment Co. and establishes a $5
based development. The government grants the Trust that oversees the dis- million minimum commitment. Its
aims to raise some $370 million to trict the ability to emit debt in order funding will increase to 30% from
construct the infrastructure and to finance development within the 20% of the Economic Development
some anchor facilities, with the rest
coming from private investment. If
‘If we cease to capitalize on our advantages
legislation is approved this session,
the publicly funded work should get
and allow for our disadvantages to grow,
underway by next spring, McGrath
said.
then companies are going to say Puerto Rico
Its lofty aim is to house scientists
is not helping us be efficient as businesses,
and R&D companies from around the
world to innovate and commercialize
and we are going to have to move elsewhere.
cutting-edge products, services and
That is why we have to reform everything
processes in various fields, including
life sciences, aerospace technology
related to doing business in Puerto Rico.’
and information systems.
A master plan has already been de— Economic Development & Commerce Secretary José Ramón Pérez-Riera
veloped for the area, which is expected to create some 47,000 permanent
jobs when completed. It calls for not area, as well as to charge special Fund administered by Pridco that
only R&D facilities but also schools, assessments. The Trust would also is financed through contributions
housing, museums and other ameni- create a finance committee under by tax-exempt firms operating on
ties that form a community to attract the new legislation, with two mem- the island. Additional incentives
researchers from around the world. bers from the public sector and one would exempt from excise taxes
The new legislation will create from the private sector, apparently to materials and articles to be used
the “Science City District,” which help it comply with the new financial within the zone for scientific and
would include adjacent facilities responsibilities.
R&D purposes. Also, construction
like the University of Puerto Rico
The legislation also increases the materials or those related to R&D
Molecular Sciences Building, the annual funding to the Trust from would be exempt from the sales

and use tax (IVU by its Spanish
initials).
The legislation also contemplates
granting the Trust, or perhaps a thirdparty operator, the right to deliver
and charge for “value-added services,” which might be gotten today
through hiring a lawyer or consultant.
And researchers working in the district would receive exemption from
income taxes on the first $250,000
they earn annually, and those who
buy property within the district will
be exempt from certain government
fees that usually apply in the property registry process.
“We’ve seen from other jurisdictions that it’s a big plus for industries
to have those value-added services,”
added Adriana Ramírez Martínez,
DEDC legal advisor. “We want scientists and researchers to come here to
live and transfer their knowledge.”
Pérez-Riera said the idea behind
the “Science City” concept is to have
a one-stop shop to develop new ideas
into finished products, processes or
services.
“Science City is going to spearhead
the whole development of the knowledge-based economy,” he said. 䡲

Economic Development & Commerce Secretary José Ramón Pérez-Riera
talks strategy during a meeting with members of his team.
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Méndez & Co. to drop anchor at the nearest marina
Drop@La Marina concierge program aims to help spur island’s
nautical tourism sector; partners with 10 local marina operations
BY FRANCES RYAN

frances@caribbeanbusinesspr.com

M

éndez & Co., one of the
island’s leading food and beverage distributors, is ready to launch
the island’s first marina conciergeservice program, Drop@La Marina,
CARIBBEAN BUSINESS learned.
The program is aimed at providing high-end concierge service to
both visitors and island residents
who actively participate in the local
nautical-tourism sector. Drop@La
Marina is scheduled to begin operations next week and will be available
through all three Bodegas de Méndez
in Guaynabo, Ponce and Añasco.
The initiative consists of a customdesigned menu from La Bodega
de Méndez’ list of premium wines,
champagnes, beers, liquors, water,
refreshments and gourmet products,
available for advanced purchase and
delivery directly to marinas, boat
owners and crew. Clients will be able
to place their delivery order up to 24
hours prior to departure and receive
their purchases at their boats.
During the first year, Drop@La
Marina will provide its concierge
services through the island’s top
10 local marina and nautical clubs
with the aggressive goal of capturing at least 50% of the potential
market within a couple of years. To
land the support of local marinas,
an undisclosed percentage of total
sales accrued by each marina during
the year will be credited in product

value to marina owner-operators to
use at their discretion.
“Drop@La Marina marks an
important step in La Bodega de
Méndez’ ongoing efforts to diversify
its services, this time by leveraging
the growing trend of nautical tourism
on the island. During research, we
realized that a large number of our
existing customers from La Bodega
de Méndez were indeed owners of
boats and/or aquatic sports aficionados,” explained Sandro Giulmondi,
marketing manger of Méndez &
Co.’s wine division.
“Also, a large number of Puerto
Rico families and a growing number
of visitors enjoy nautical tourism
activities all year round. Through
Drop@La Marina, we can not only
facilitate their activities but also
help diversify the services available for this growing tourism market
segment,” said Giulmondi, adding
that this type of service will go a

long way in exploring the potential
of nautical tourism as a major economic development segment.
This year’s Culebra Heineken
International Regatta, a Méndez &
Co. signature event, generated more
than $1.5 million in local economic
activity during the week.
Nautical tourism activity generates some $24 million for Antigua
& Barbuda’s local economy, and
another $100 million for the British
Virgin Islands. The type of marina
concierge service Drop@La Marina
will offer is well established in
destinations with a solid nautical
tourism activity.

“From a customer service standpoint, there will also be different packages available in keeping
with the most frequently visited
destinations by Puerto Ricans.
The packages were pre-selected
based on the average length of
trip and stay. There are also seasonal packages to complement
peak tourism seasons,” said Dasha
Ryan, manager of La Bodega de
Méndez.
Some of the premium destination packages include: St. Barts,
Honeymoon Beach in Virgin Gorda,
Flamenco Beach in Culebra and
Palomino Island off Fajardo. 䡲
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The Transatlantic Triangle in Trujillo Alto
BY RAFAEL HERNÁNDEZ COLÓN

T

o those of my generation, Trujillo Alto was
the home of Luis Muñoz
Marín. A bucolic setting
which, together with La
Fortaleza, was the seat
of power in Puerto Rico
from 1949 to 1964. Today,
it houses the Luis Muñoz
Marín Foundation under
whose auspices Rafael Cox Alomar presented
last week his book on the decolonization of the
Eastern Caribbean.
I attended the event as part of a panel along with
historian Jorge Rodríguez Beruff and Roberto
Aponte Toro, the dean of the Law School of the
University of Puerto Rico. The panel was called
upon to comment on Cox’s book which is titled
“Revisiting the Transatlantic Triangle” because
the interests determining the decolonization
of the Eastern Caribbean, came from London,
Washington and the islands of St. Kitts-NevisAnguilla, Monserrat, Dominica, St. Lucia, St.
Vincent, Grenada and Barbados.
The turnout for the presentation impressed me.
The auditorium was filled to capacity including
standing room. Those attending were people I
had met throughout my years in public service,
which date back to 1960, and young professionals that are now taking an interest in public affairs. The spirit I felt in that room was
the spirit I had felt when visiting Muñoz Marín
years before. A spirit of serious concern and
commitment with Puerto Rico, coming from
people with a devotion to public service who
have the capacity to discern matters of importance to all of us. It was a breath of fresh air
which lifted my spirit which has been somewhat
down on account of the social upheaval that we
are going through and the mediatic trivia and
cynicism which surrounds us.
The book by Cox Alomar, “Revisiting the
Transatlantic Triangle,” merited this attendance.
It is a serious, scholarly study begun while he

pursued his doctoral degree in history at Oxford
University. The research is exhaustive and has
the benefit of documents recently made available by Her Britannic Majesty’s Government
which shed a new light in the process of decolonization of the Eastern Caribbean. The focus
is on the years between 1962 and 1967 during
which these Caribbean islands evolved into free
association upon the collapse of the West Indies
Federation.
After the panelists had made their presentations, Alex Maldonado, who was the moderator,
posed a fundamental question to us: What is the
message coming from this book? This indeed is
what we as Puerto Ricans must look for regarding
the experiences in decolonization coming from
the islands in the Caribbean. Those of them that
have not completed the process of decolonization
can also learn from our experiences with that
subject, particularly with the approach taken by
Luis Muñoz Marín in dealing with this issue.
The message coming from the book as I see it
is that decolonization takes place within a geopolitical context where the broader interests of
the metropolis are involved; that it is a process

Political discourse—partisan and mediatic—in Puerto Rico is
anchored in legalisms stemming from the concepts on
decolonization, which belong to a bygone era.
In order to get Puerto Rico moving again, we must find the
way to situate political discourse on this island to the level of
the Transatlantic Triangle in Trujillo Alto.

not a one-done-deal transaction; that there is
not a one-size-fits-all decolonizing proposition
strictly delimited by legal conceptualism, and
that to serve the interests of the people involved
it should be a political process in which the
end result should be the relationship between
the former colony and the metropolis which is
best suited to the integral development of the
indigenous people of the colonial territory. Cox
expresses it this way:
“... Drawing on the Eastern Caribbean’s example, one can conclude that decolonization is not
about brusque strokes. On the contrary, gradual
transition and evolution are its defining characteristics. While the designing and drafting of new
statutory instruments and constitutional order are
seminal components of any decolonizing exercise, they symbolize but the beginning of a protracted and even boundless journey. Nkrumah’s
old proverb to the effects that once the political
kingdom is achieved everything will be ‘added
unto it’ has not stood the test of time.”
Political discourse—partisan and mediatic—
in Puerto Rico is anchored in legalisms stemming from the concepts on decolonization,
which belong to a bygone era. It is anchored in
Nkrumah’s proverb on the political kingdom. It
runs along a tract of abstractions that runs parallel to reality but never makes contact with it. For
example, independence advocates continuously
argue that independence will allow us to enter
commercial treaties with other countries. They
state this as a self-evident proposition of the benefits of independence. However, they never identify the countries with which we would trade, the
products we would export to those countries or
the products we would import from them, or how
this compares with the products we export and
import now to and from those countries, or what
would be the net benefit to us. A debate on decolonization on a conceptual level without touching
with reality is sterile. Muñoz Marín stepped into
greatness when he emerged from this facile but
sterile discourse into the more taxing engagement
with the problems affecting the development of
Puerto Rico and the creative solutions necessary
to promote the integral development of flesh and
blood Puerto Ricans.
In order to get Puerto Rico moving again, we
must find the way to situate political discourse
on this island to the level of the Transatlantic
Triangle in Trujillo Alto. 䡲
Rafael Hernández Colón is a three-term (12-year)
former governor of Puerto Rico (1973-’76 and 1985’92). He served as Justice secretary (1965-’67) and
Senate president (1969-’72). He was president of the
Popular Democratic Party for 19 years. Comments on
this article are welcome at caribbeanbusinesspr.com.
Go to Sign in link on the homepage. Emails also may be
sent to column@caribbeanbusinesspr.com.
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Convention Center District Authority
to develop Golden Triangle and San Juan Waterfront projects,
Remaking the original vision as new team takes over
BY CARLOS MÁRQUEZ

cmarquez@caribbeanbusinesspr.com

T

he San Juan Waterfront (SJW)
is in the midst of a stunning
transformation, one that will
require a $1.5 billion investment of
which approximately $325 million
will come from the government in
essential infrastructure. Job creation
is estimated at nearly 25,000.
The SJW is a 100-acre site just
east of Old San Juan on the San Antonio Channel in the area known as
Puerta de Tierra. The site includes
nearly two miles of waterfront.
Some 21 blocks of obsolete piers
and abandoned industrial buildings
along the San Antonio Channel are
giving way to a new 5.8-millionsquare-foot urban waterfront project that has been in the planning
stage for decades.
CARIBBEAN BUSINESS learned
the SJW concept will be expanded
to encompass the original vision of
the Golden Triangle project developed by Gov. Luis Fortuño when he
was executive director of the Puerto
Rico Tourism Co. and then Economic Development & Commerce
secretary during the administration of former Gov. Pedro Rosselló
(1992-2000).
The Golden Triangle is an ambitious urban redevelopment project
that incorporates Old San Juan,
Puerta de Tierra, Isla Grande (including the Puerto Rico Convention
Center District), Miramar, Condado
and other communities around San
Juan Bay.
“We will make this vision a reality,” Economic Development &
Commerce Secretary José Ramón
Pérez-Riera told CARIBBEAN
BUSINESS.
“We will immediately jump-start
all redevelopment efforts related to
the SJW and forge a much larger
vision for the Golden Triangle.
This time around, San Juan Mayor
Jorge Santini and his staff will be
an integral part of the project. We
are currently working with his staff
to integrate his plan for a light-rail

Carlos F. Amy,
DEDC assistant secretary in
charge of coordinating the
Golden Triangle project

collective transportation system in
the redevelopment efforts in the
area,” Pérez-Riera said.
The goal is to develop the San
Juan Bay into a tourism, recreation,
commercial and residential sector
as a major attraction for leisure and
business travelers, both local and
external, but integrated into the rest
of the capital city.
“We have assembled a qualified
and motivated team to move this
project forward. It is of vital importance for San Juan and Puerto
Rico’s economic and social development and is a project that will
have wide-reaching benefits for the
entire Isleta,’’ Pérez-Riera said.
“There is urgency as the project
will help to correct the infrastructure and social problems afflicting
the Isleta and stagnating its economic viability,” he added.
Fortuño signed an executive order in April establishing a new
government working group (GWG)
helmed by the Department of Economic Development & Commerce
(DEDC) chief to spearhead all government efforts related to the Golden Triangle project. The group is

comprised of representatives from
a number of government agencies
as well as the municipalities of San
Juan, Guaynabo and Cataño.

NEW TEAM
After an open request for qualifications (RFQ) process which attracted more than 30 initial bidders,
Forest City Enterprises (FC) was
selected as program manager last
month. This is FC’s second project
in Puerto Rico, the first being the
former U.S. Navy property at Sabana Seca.
Charles A. Ratner, FC president &
chief executive officer, said, “This
is precisely the type of project—
including elements of urban infill,
revitalization and waterfront redevelopment—that FC has experience
with and does well. This selection
also reflects our continued strategic
expansion into asset management
and third-party advisory services,”
he added.
FC is an $11.7 billion real estate
company and is listed on the New
York Stock Exchange.
The core team also includes
Atlanta-based Strategic Advisory
Group (SAG) which will handle
market analysis and financing strategies. The engineering and permitting agency coordination will be

handled by PG Engineering Solutions, which is headed by Carlos
Pesquera, former Transportation &
Public Works secretary during the
Rosselló administration.
SAG has been involved in more
than 250 projects in 150 cities worth
$25 billion. Local experience includes the Convention Center feasibility study (1990), Convention
Center District refinancing (2006)
and the hotel & casino market analysis for a planned, but never issued,
slot-machine revenue bond offering
(2008).
“In our experience, Puerto Rico
has always been progressive creating projects through public-private
partnerships,” said Jeff Sachs, managing partner of SAG. “We hope
to build upon that track record by
bringing some of the unique financing tools utilized around the
country to realize the vision of the
Waterfront.”
SAG will work alongside the FC’s
core team to create a finance plan for
the project but more immediately for
the Convention Center District Authority (CCDA), which is a key candidate to become the development
entity as it has the required capabilities for infrastructure financing,
Continued on next page
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land assemblage, bond financing
and procurement flexibility.
Nevertheless, legislation is required to expand the geographical
area of CCDA, and an administration bill is expected shortly.
Pérez-Riera said land assemblage
is also a top priority as current ownership is scattered throughout multiple government agencies, public
corporations, the Government Development Bank, private owners
and the federal government. The
U.S. Food & Drug Administration
(FDA) and the U.S. Army Corps
of Engineers are located within the
planned development site.

CAPITAL IMPROVEMENTS
A TOP PRIORITY

Development of a capital improvement program (CIP) that addresses the infrastructure needs for the
whole Isleta is also a priority.
The CIP of main infrastructure
agencies, such as the Puerto Rico
Aqueduct & Sewer Authority, the
Puerto Rico Electric Power Authority and the Highways and Transportation Authority must coordinate all
the agencies with these high-priority
projects.
“Construction of the SJW will
facilitate the long-overdue upgrade
and modernization of the existing
utility and transportation infrastructure systems on the Isleta, resulting
in increased reliability, enhanced
service and a cleaner environment,”
said Pérez-Riera.
The government plans to actively
pursue federal funds from the Federal Highway Administration, the
Federal Transit Authority, the U.S.
Department of Housing & Urban
Development (HUD) and the Environmental Protection Agency
(EPA).
“We must address issues related
to the Intersection No. 5 challenge
taking into consideration all transportation modes and the urban scale
needed for the effective integration
of the Golden Triangle,” Pérez-Riera
said.
The Baldorioty de Castro Expressway, Muñoz Rivera Avenue, Ponce
de León Avenue and Fernandez
Juncos Avenue converge at Intersection No. 5 to provide access to
the Isleta and the Convention Center
District.
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We have to compete

MASTER PLAN AND
PERMITTING TO BE UPDATED

The project requires enough flexibility to respond to market conditions and match infrastructure development with the different phases
of the project.
“The current Master Plan for the
SJW has many good elements. We
have developed a permitting strategy that builds on these past efforts,
allowing us to commence construction as soon as possible but providing enough flexibility to respond to
evolving market conditions. We will
review and modify (as necessary)
the existing Site Consultation and
the Environmental Impact Statement, both of which we expect to
complete in 2010,” said Carlos F.
Amy, DEDC assistant secretary in
charge of coordinating the Golden
Triangle project.
“In addition we must increase
lighting and landscaping, remove
graffiti, provide maintenance, increase security and start selected
demolition,” Amy said.
“We are also working in coordination with the Puerto Rico Housing
Department for the rehabilitation of
the Isleta public housing projects to
integrate them into the wider concept,” said Pérez-Riera.

IMMEDIATE TIMELINE
“The Administration is focused on
immediately kick-starting development efforts on the Isleta. The Pier
6 improvement project on the western end of the SJW, already under
construction, will be launched as
the initial phase of the initiative.
The DEDC is also in the process of
implementing an immediate, tactical visual and environmental site
improvement plan.
“Selected visual and environmental
site improvements such as general
cleanup, fence-line and sidewalk repair, painting and repaving of major
thoroughfares are crucial early milestones. In addition we will improve
lighting, landscape selected frontage, remove graffiti, provide maintenance, increase security and start
demolition of selected abandoned
properties,” Amy added.
“We have already begun the implementation of a wide-reaching
communications and outreach plan
which actively engages government and community stakeholders

EDITORIAL

including area residents and existing
businesses, affected parcel owners,
community and professional associations, and most importantly, the
Municipality of San Juan. We have
also begun work on defining the legal and organizational structure for
the project, which will culminate
with filing the relevant law projects
in early 2010. A preliminary financial plan and a strategy for property
assemblage would be finalized by
December. During 2010 we will
modify the existing Strategic Plan,
revise the Site Consultation and Environmental Impact Statement and
finalize necessary permitting,” explained the secretary.
The SJW master plan developed
by Colliers International during
the administration of former Gov.
Aníbal Acevedo Vilá called for approximately 1,530 new residential
units, more than 500,000 square feet
of retail space, a Boutique Hotel
District, 31 acres of public parks,
a state-of-the-art marina with room

for nearly 100 megayachts and improved public transportation (including water-taxi service and increased
bus routes). Pérez-Riera explained
that due to market dynamics the
density of residential units and the
megayacht marina concept are under
re-evaluation.
“Complete with new housing, a
hotel district, restaurants and cafés, retail shops, a marina, public
transportation and 31 acres of public parks and green space, the SJW
has all the ingredients to make it a
thriving urban community. The SJW
will return more than two miles of
waterfront to the people of Puerto
Rico. It will enhance the quality of
life for Puerta de Tierra residents.
New businesses will open, providing
a broad range of employment opportunities. New shops and entertainment destinations will provide the
community with the services it has
longed for in a safe environment,”
concluded Pérez-Riera. 䡲

Agree with them or not, there is no question that the cutting-edge
ideas we bring you this week in our front-page story need to be done to
help bring Puerto Rico into the 21st century and make sure it continues
as a vibrant economy beyond that.
Several bills being worked on by Economic Development & Commerce
Secretary José Ramón Pérez-Riera and his group are aimed at doing
just that.
Under the proposed legislation, some $2.38 billion will be earmarked
for projects dealing with renewable energy and high-technology which
will provide a short-term economic kick with the long-term aim of
providing Puerto Rico with cheaper and cleaner power through local,
renewable energy production and the development of a knowledge-based
economy. And while somewhat avant-garde and with no guarantee of
success, these are the directions Puerto Rico must go to remain viable
as a place to live, work and thrive.
No matter what anyone may tell you, Puerto Rico has only one sure
industry—tourism—with lots of potential for growth. But tourism
hasn’t grown much in the past decades (we have just about the same
number of hotel rooms today as we did 30 years ago employing about
the same number of people and contributing the same 6% to the GNP
that it historically always has). This industry is not a maybe, but for
some unexplained reason administration after administration gives it
lip service without follow-through.
Yes, we think that under the Fortuño administration we will see some
positive developments in this area if it is able to proceed as it wants
to. But even if tourism doubles to 12% of the GNP it is obviously not
enough to sustain the economy and create the hundreds of thousands
of jobs needed either today or in the future.
Those manufacturers that are still here are becoming fewer and fewer
and making more and more use of robots to do their work. And the
tens of thousands of jobs that once existed and the many, many tens of
thousands more than had been promised in areas such as petrochemicals
are history. Past history at that.
So we must look forward and around the globe to renewable energy
and a knowledge-based economy in view of our relative lack of natural
resources. And an area that both have in their favor is that once developed
into reality neither is the type of enterprise that will bring out the antieverything rabble-rousers that are on hand to protest anything new or
anything that might provide progress and jobs.
The idea of strengthening the Puerto Rico Science, Technology and
Research Trust to spur development of a so-called “science city” to
attract more research & development investment to Puerto Rico is a
good one. And there are many Puerto Ricans holding advanced degrees
from such prestigious schools as Massachusetts Institute of Technology
and Harvard who would jump at the chance to be able to continue to
pursue their dreams in their homeland.
A large part of this development will deal with the recently enacted
public-private partnerships law which will be further enhanced
whenever the Legislature pulls itself together and passes new and
simpler permits legislation. Venture capitalists on the island are already
lining up possible investors and, from what they tell us, the interest
level is high.
It seems to us that this is the way to go. Finding sources of renewable
energy not only will attract investment dollars and create jobs but also
cut down the horrendous costs for both individuals and businesses who
suffer with some of the world’s highest energy rates. And creating a
true science city environment could once again put us on the map as a
leader as happened decades ago with Operation Bootstrap.
So, as we said, whether you agree with these ideas or not, it appears
Puerto Rico’s economic back is up against a wall and this must be the
direction we take to assure us all a stable future. 䡲

29

CARIBBEAN BUSINESS THURSDAY, OCTOBER 15, 2009

READERS’ OPINION
Yes we can
This excellent interview in
CARIBBEAN BUSINESS (“Governor
is confident,” CB Oct. 1) is long but
worth reading. I was feeling depressed
about our economy. Reading this interview, I got a feeling of hope. Yes we
can!
Robert McCarroll

A big first step
The plan laid out by Gov. Luis
Fortuño’s economic team brings
much-needed hope to the hard working people in this U.S. territory.
The people of Puerto Rico are very
good people, in the majority, but they
need to understand that to make the
island a better business-oriented society, they need to be open to changes.
Fortuño needs to change the stalled
mindset that reigns in the government
agencies, make them more efficient,
implement efficiency guidelines at
all levels and induce professionalism in the way business is done in the
government.
I voted for Mr. Fortuño, and he still
has my vote for 2012. I perceive that
he is a very intelligent person with a
passion for what he believes, and he
believes in transforming Puerto Rico.
It is about time a politician has the
pants to take on the government reform
and the much-needed economic recovery in this territory. God Bless Fortuño
and God Bless America!
Robert David Torres

Policymakers should take
note of tourism
Kudos to Frances Ryan on her
Oct. 1 article on Puerto Rico’s tourism
industry. I hope policymakers, past
and present, take note of the compelling data that she so ably sets forth.
I was wondering if this newspaper’s two featured weekly columnists (Messrs. Hernández Colón and
Romero Barceló) could place political differences aside and agree on a
joint column promoting tourism as the

most important economic development
initiative for Puerto Rico.
I think the data and statistics amply
show that Puerto Rico has its strongest
competitive advantage in tourism.
As noted by Mr. Hernández Colón
in his Oct 1 column, famed economist
James Tobin said more than 30 years
ago that, “the only durable basis for
prosperity is to develop and maintain
economic activities on the island which
are internationally competitive, in
mainland, world and other markets.”
However, manufacturing (whether
or not subsidized by tax breaks) is
not one of Puerto Rico’s competitive
advantages. Puerto Rico’s dying manufacturing sector after the removal of
Section 936 demonstrates this beyond
any conceivable doubt.
To refocus the economy on tourism
(instead of manufacturing) would also
provide built-in and continuing incentives to reclaim Puerto Rico’s disappearing natural habitat and stop the
concrete sprawl.
But the capital investment must
be massive. A prime opportunity for
this massive investment is Roosevelt
Roads. The proposed $1.9 billion
investment is not enough. The planned
single-owner resort will not provide
the worldwide distinction that Puerto
Rico could attain by building the
United States’ first master-planned
diversified, eco-friendly leisure and
entertainment city containing 20,000
to 30,000 new hotel rooms and venues
for international marquee events and
attractions.
With the capital budgets of such
master-planned cites as Dubai World in
the United Arab Emirates and Songdo
in South Korea as guides, the investment that the local government should
seek to attract to redevelop Roosevelt
Roads is more than $30 billion. Set
the sights high. This is a last-chance
opportunity.
David Martin
Atlanta, Georgia
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