
caribbeanbusiness.pr
©2012 CASIANO COMMUNICATIONS INC.

                                          THURSDAY, JANUARY 12, 2012                                                     WEEKLY $2.00 

now on
     caribbeanbusiness.pr                                                    

For up-to-the-minute local, national, international 
and economic news in English, go to

TOP STORY SPECIAL REPORTINSIDE

By Frances Ryan pages 14-19

Up from the bottom
2012 should be the year the local 
economy finally begins to improve

Up from the bottom

Continued rapid
population decline
threatens growth;
‘sign of sick 
society’    page 2

Long-awaited regulations spur
development of affordable housing     page 6
Consumer spending, exports, tourism 
expected to lead economy in 2012          pages 11, 32-33, 38 

Credit crunch, federal spending cuts, 
housing crisis put damper on growth     pages 8, 26, 29 



   CARIBBEAN BUSINESS THURSDAY,  JANUARY 12, 201235 ENERGY

BY JOHN MARINO
marino@caribbeanbusinesspr.com

Puerto Rico will make tan-
gible progress this year in 

diversifying its power produc-
tion, with additional natural 
gas, wind and solar plants entering 
into operation in 2012, as the govern-
ment brings increased focus on im-
proving effi ciency at the Puerto Rico 
Electric Power Authority (Prepa) to 
bring down the cost of electricity on 
the island. 

Yet, despite the progress, Puerto 
Rico will still be reliant on imported 
oil for most of its power production, 
which means the local economy 
will remain vulnerable to oil price 
shocks, even if Prepa operations be-
gin to improve. 

The U.S. Energy Information Ad-
ministration (EIA) is predicting that 
crude oil prices will average about 
$102 per barrel in 2012, up slightly 
from the 2011 average of $101 per 
barrel. That is because an expected 
weak global economy will offset up-
ward price pressure being brought 
about by continued political unrest 
in the Middle East and increased oil 
consumption in massive developing 
economies such as China and India. 

Yet, the EIA in its latest Decem-
ber 2011 report acknowledges that 
its “energy price forecasts are highly 
uncertain,” with “implied volatility” 
averaging 39%. Private forecasters, 
citing the same factors, are predict-
ing that prices could approach $150 
a barrel, as they did in 2008.

Indeed, just last week, oil prices 
surged by more than 3% in a single 
day as tensions increased between the 
U.S. and Iran and new data showed 
improving economic conditions in 
the U.S. 

However, while most forecasters 
believe oil prices will head steadily 
north, despite volatility, the EIA and 
other market watchers are predicting 
that natural-gas prices will be stable 
and even decrease, largely because 
of huge reserves in the U.S. and 
Canada.

The EIA said average natural-gas 
prices dropped an estimated 7¢ in 
2011 to $4.02 per million BTUs 
(British thermal units) and are pre-
dicting that they will plunge another 

43¢ to an average $3.70 
per MMBTU (one million 
BTUs) in 2012.

“Strength in domestic pro-
duction and abundant stor-
age supplies have led to rela-
tively low prices this year, 

and EIA expects supply growth to 
continue,” the EIA said in its latest 
report. 

THE NATURAL-GAS IMPERATIVE
Prepa spends $2 billion annually on 

imported oil, which is used to pro-

duce 68% of the power generated 
here, so top offi cials, from Gov. Luis 
Fortuño to Prepa Board Chairman 
José Ortiz, are adamant that the only 
way to bring down energy costs on 
a permanent basis is by converting 
many of the island’s oil-fi red pow-
erplants to natural gas. 

Prepa pays just $9.11 per MMBTU 
for natural gas, versus $19.66 per 
MMBTU for the bunker No. 6 fuel 
oil and $24.53 per MMBTU for the 
diesel No. 2 fuel that it burns in its 
plants, according to the Government 
Development Bank (GDB), which 
recently took over the role of buying 
fuel for Prepa.

Natural-gas power production cur-
rently accounts for 15% of all power 
generated in Puerto Rico and is con-
fi ned to the privately operated Eco-

Eléctrica plant in the Peñuelas-Guay-
anilla area. Two units at the nearby 
Costa Sur powerplant run by Prepa 
should start burning natural gas in 
March, which will push Prepa’s use 
of natural gas to between 28% and 
30% of all power produced, accord-
ing to GDB estimates. 

Prepa has also contracted Texas-
based Excelerate Energy to under-
take the development and permitting 
of a fl oating offshore liquid natural 
gas (LNG) regasifi cation facility off 
the Guayama coast to supply the 

Central Aguirre powerplant. Prepa 
has already converted 600 megawatts 
(MW) of its available 1500 MW to 
utilize natural gas, and has plans to 
convert the remaining 900 MW prior 
to completion of Excelerate Energy’s 
Aguirre GasPort. 

The Aguirre GasPort needs approv-
al from the Federal Energy Regula-
tory Commission and other U.S. reg-
ulatory agencies and isn’t expected 
to be in service until 2014.

Meanwhile, Prepa is pushing ahead 
with plans to build the 91-mile Vía 
Verde natural-gas pipeline, which 
is slated to run from the south-coast 
town of Peñuelas north to Arecibo, 
and then east to San Juan. This will al-
low for the conversion of three more 
powerplants to natural gas. While fi -
nal approval by the U.S. Army Corps 

of Engineers could come as early as 
February, pending studies for mitiga-
tion plans could take as long as six 
months, and they must be completed 
before construction can commence, 
Prepa offi cials said. 

With a November election loom-
ing, and signifi cant opposition to the 
project despite its environmental and 
economic benefi ts, the project may 
not get underway until late this year 
or early next year. Prepa offi cials 
have estimated construction to take 
a year, but the permitting process has 
taken much longer than estimates 
suggested it would. Prepa Board 
President Ortiz told CARIBBEAN 
BUSINESS that “even though the 
Vía Verde pipeline is on the table and 
we will continue to pursue the permit, 
any idea or proposal that is cheaper 
and faster will be considered.” 

Offi cials said that after Vía Verde 
and the Aguirre GasPort come on-
line, Puerto Rico power generation 
will be 70% fueled by natural gas.

Another big move on the energy 
front is being undertaken by the 
Puerto Rico Aqueduct & Sewer 
Authority (Prasa), which paid $65 
million for Prepa’s 21 hydroelectric 
powerplants. It will rehabilitate and 
improve the hydropower system so 
that it produces 200 MW, completely 
meeting Prasa’s 75 MW demand, 
and injecting an additional 125 MW 
of clean power into the Prepa grid. 

Local wind power projects should 
also start spinning by late 2012 after 
years of talk. Pattern Energy is devel-
oping the $215 million Santa Isabel 
Wind Project on the south coast that 
should be operational this year. Local 
fi rm WindMar Renewable Energy’s 
30 MW wind farm is also slated to be 
operational this year. AES Illumina’s 
$50 million, 24 MW solar project in 
Guayama should also be operational 
this year, while at least three other 
large solar and wind projects are in 
the development stages. 

Prepa is also embarked on a mul-
tifaceted plan to bring down power 
costs, which should be cut by 20% 
this summer. It involves everything 
from cracking down on power theft 
to cutting out intermediaries in fuel 
purchases to improving generation 
and transmission systems to cut back 
on the physical loss of power. � 

Use of natural gas for power generation to double in 2012
Wind, solar projects also to come online as Prepa aims to cut costs by 20% this summer

This year will see a doubling of the use of natural gas to generate power 
in Puerto Rico, as well as the island’s fi rst commercial-scale solar and 

wind powerplants.

BY FRANCES RYAN
frances@caribbeanbusinesspr.com

Still in the midst of economic 
uncertainty, Puerto Rico public 

and private sector leaders describe 
the island’s 2012 economic outlook 
with cautious optimism.

The island’s recession, already 
on its sixth year, has been deep 
and long. In fact, the longest of any 
developed country in the world in 
modern times, making it Puerto 
Rico’s own “Great Depression.” 

Our economy went into negative-
growth territory in March 2005, a 
total negative period of fi ve years 
and 10 months to date. To put that 
in perspective, the Great Depression 
of the 1930s in the United States had 
a negative period of four years and 
seven months. 

However, signs of improvement 
in some economic sectors point to 
2012 as the beginning of a long road 
to recovery for the island. That is 
the consensus among local econo-
mists interviewed by CARIBBEAN 
BUSINESS.

The 2012 Annual CARIBBEAN 
BUSINESS Economic Outlook 
takes a closer look at some of the 
areas of economic-development 
opportunity for Puerto Rico during 
the remainder of the year, as well as 
those sectors that still pose an eco-
nomic challenge in the near future.

“2012 will be the year when we 
fi nally turn the corner,” said Gov. 
Luis Fortuño during an exclusive 
interview.

Key economic indicators are look-
ing better, but we must keep it up, 
Fortuño said, warning that “we 
aren’t out of the woods yet, and a 
frail economy is still vulnerable to 
sudden external changes.”

In 2012, economists project, the 
Puerto Rico economy will move 
from the negative rates of growth 
that characterized the local economy 
from 2006 through 2011 to a “0” or 
even slightly positive growth. Puerto 
Rico Planning Board fi gures project 
a .7% growth for fi scal 2012.

These glimpses of economic re-
covery have come at a great deal 
of sacrifi ce for all Puerto Ricans, 
Fortuño said.

“They have required taking diffi -
cult but necessary steps to get on a 

path of economic recovery,” he said. 
“Although the recession in Puerto 
Rico started long before I came 
into offi ce, the decisions we made 
in 2009 are now being considered 
and implemented by many states 
and countries around the world; 
decisions that have enabled us to 
address our short-term liabilities 
and enabled us to seize new growth 
opportunities.”

Private sector leaders, on the other 
hand, are hopeful that modest signs 
of economic improvement continue 
through the end of 2012. 

“External factors, including a still 
weak U.S. economy, uncertainty 
within the European community and 
volatility of oil prices can still set us 
back,” said Ismael Vega, chairman 
of the Puerto Rico Hotel & Tourism 
Association (PRHTA). “However, 
if modest signs of improvement 
continue, 2012 may be the year 
that we see some opportunities for 
growth.”

Economic Development & Com-
merce Department (DDEC by its 
Spanish acronym) Secretary José 
R. Pérez-Riera credits a bevy of 
economic reforms and development 
initiatives at the core of the govern-
ment’s Strategic Model for a New 
Economy as instrumental in driving 
the economic recovery.

“Implementation of permitting 
and tax reforms has improved our 
business climate. Public-private 
partnerships [PPPs] and new legis-
lated incentives have made Puerto 
Rico a more attractive investment 
destination,” Pérez-Riera said. “We 
had to get back to basics to establish 
a solid foundation that would pro-
mote economic recovery and attract 
new investment leading Puerto Rico 
into the 21st century.”

Puerto Rico scaled up six notches 
to the 35th position out of 142 juris-
dictions evaluated in the 2011-2012 
edition of the World Economic Fo-
rum’s (WEF) Global Competitive-
ness Report. Puerto Rico showed 
the most improvement among the 
top 35 economies in the world. This 
is the highest ranking Puerto Rico 
has obtained in this report in its 
history. Puerto Rico also advanced 
eight notches to the 45th position 
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out of 139 jurisdictions in the Travel 
and Tourism Competitiveness Re-
port published by the WEF, the high-
est ranking Puerto Rico has obtained 
in this report in its history as well. 

 
AS THE U.S. GOES, 

SO GOES PUERTO RICO
The stateside recession, which 

began in December 2007, offi cial-
ly ended in June 2009, lasting 18 
months. Since then, the mainland 
economy has grown at a 3% rate in 
real terms in 2010 and is expected to 
have grown less than 2% in 2011, ac-
cording to a recent Associated Press 
survey of economists.

That same survey has the U.S. 
economy growing at 2.4% in 2012.

“The main downside risks to this 
projection are worsening conditions 
in the Middle East and North Africa, 
which could result in rising oil pric-
es, and the impact of recessionary 
fi scal measures in developed coun-
tries, particularly in Europe,” Pérez-
Riera said. “If projections hold true, 
given that Puerto Rico’s economy 
is directly linked to the U.S. main-
land’s, as the U.S. continues to im-
prove it should have a positive effect 
on our local economy.”

Fortuño, for his part, cautioned that 
“while there may be signs of im-
provement in the stateside economy, 
we must remain vigilant about the 
projected cuts in social programs in 
the federal budget, which will likely 
translate into a reduction in fi nancial 
transfers to Puerto Rico.”

Puerto Rico, which relies on fed-
eral funding for $1 out of every $4 
spent by the local government, must 
prepare in advance for cuts in federal 
spending over the next several years, 
with projected cuts of nearly 8% in 
education, health and transportation 
to take effect in 2013.

Defense and farm bills, the lat-
ter affecting the island’s $2 billion 
Nutritional Assistance Program, are 
also expected to contain substantial 
cuts.

As the year 2012 kicks off, the is-
land stands to lose millions of dol-
lars in rum excise tax rebate revenue 
after Congress failed to extend an 
increase in the program that expired 
Dec. 31—a glimpse of the impact on 
the local economy as cuts in federal 
spending take effect.

ECONOMIC ACTIVITY INDEX
The Government Development 

Bank Economic Activity Index 
(GDB-EAI) reached 127.7 in Octo-
ber 2011 compared to 126.7 regis-
tered during September 2011—the 
highest absolute level since Novem-
ber 2010. The year-to-year change 
of the GDB-EAI for October 2011 
was -0.9%, which is the most fa-
vorable such change for any month 
since July 2007 (52 months). 

“We expect this trend to contin-
ue and our preliminary analysis of 
the indicators shows that Novem-
ber 2011 will approximate positive 
year-to-year growth for the fi rst time 
since March 2006,” Pérez-Riera said. 
“When we fi nally do return to posi-
tive growth in the next few months, 
we will have come back to growth 
from an abyss that quite frankly 
seemed insurmountable at times, and 
that will be something that all Puerto 
Ricans can feel proud of.”

Still, investment in Puerto Rico has 
been falling consistently since 2005 
and construction investment, which 
seven years ago accounted for 17% 
of gross domestic product (GDP), is 
now close to 6%, noted economist 
Joaquín Villamil of Estudios Técni-
cos, an economic consultancy fi rm 
based in Hato Rey.

Another sign that may indicate 
growth on a year-to-year basis is 
around the corner, Pérez-Riera said, 
is total nonfarm payroll employ-
ment, which increased by 3,600 jobs 
in November 2011 in comparison to 
November 2010. 

“This represents a year-to-year in-
crease of 0.4%, which is the highest 
year-over-year increase since March 
2006, or 67 months,” Pérez-Riera 
said.

HIGHER RATINGS
“Our achievement in the area of 

credit ratings is unquestionable,” 
said Fortuño, adding that many other 
governments are just now addressing 
the same problem. 

Added Pérez-Riera: “We saved 
Puerto Rico’s credit from becoming 
noninvestment grade and achieved 
the fi rst positive evaluations from the 
rating agencies in decades. In con-
trast, over the past few years, Greece, 
Portugal and Ireland have been down-
graded to junk-bond status, and even 
the U.S., the most powerful country 
in the world, received a negative out-
look on its sovereign debt.”

The governor expressed certainty 
that Puerto Rico is “truly ahead of 
the curve” in establishing a stable 
fi scal foundation, a prerequisite for 
sustainable economic growth.

“This will continue to be instru-
mental as we seek to attract new in-
vestment to Puerto Rico,” Fortuño 
said.

TAX REFORM SPELLS RELIEF
General Fund net revenue rose 

5.8% in fi scal year 2011 to $8.2 bil-
lion, and for the fi rst fi ve months of 
fi scal 2012, it is up 4.7% over the 
same period of the previous year.

“Taxpayer relief provided by the 
Tax Reform will continue to fuel 
economic growth as well as to drive 
government revenue,” the governor 
said. 

This will be the fi rst year Puerto 
Rico taxpayers will fi le tax returns 
under the provisions of the new 
Tax Code. Individual and corporate 
taxpayers should see a reduction of 
25% in their (2011) tax liabilities 
this year.

“The Tax Reform will have inject-
ed $953 million into the economy 
this year,” Fortuño said.

 
IVU REVENUE SIGNALS GREATER 

CONSUMER CONFIDENCE
Local sales & use tax (IVU by 

its Spanish acronym) collections 
rose 2.8% in 2011 to $1.1 billion, 
marking the second-straight year of 
growth, as 2010 collections rose by 

15.1%. January 2011 was the month 
with the highest IVU revenue for 
any given month in recent history, 
and every single month in 2011 re-
fl ected a year-to-year increase, For-
tuño noted. 

“To the extent that people are 
spending their money and that we 
are seeing the effects of that as an in-
crease in the IVU, that means people 
have more disposable income, and 
it refl ects an increase in consumer 
confi dence—all important signs for 
the economy as we go forward into 
2012,” he said.

JOBS NEEDED
With the unemployment rate 

hovering at 16%, local economists 
aren’t very enthusiastic about pros-
pects for the local labor market in 
2012—Puerto Rico needs jobs, hun-
dreds of thousands of jobs. 

Planning Board fi gures project 
growth of 0.7% next year, which in 
real terms is zero growth. Industry ex-
perts interviewed by CARIBBEAN 
BUSINESS believe the job market 
will stabilize during the second half 
of 2012.

“We are confi dent that will be the 
case,” Fortuño said, adding he is 
hopeful that signs of recovery seen 
during the second half of 2011 will 
continue. “September 2011 was the 
fi rst month of year-to-year growth 
in total nonfarm payroll employ-
ment that we have seen since March 
2006.”

Total nonfarm payroll employment 
then increased in November 2011 by 
3,600 jobs in comparison to Novem-
ber 2010, which represents a year-
to-year increase of 0.4%, “also the 
highest we have seen since March 
2006,” the governor said, noting that 
two of the past three months have 
exhibited year-to-year increases in 
total nonfarm payroll employment.

As of November 2011, sectors 
leading in job creation included in-
formation technology (4.3%), educa-
tion and health services (2.5%), and 
fi nance (2.3%).

GOVERNMENT SHUFFLING
Everyone agrees that Puerto Rico’s 

government needs to be overhauled, 
reorganized and modernized to be-
come more effi cient. Under Law 182 
of 2009, nine out of 13 reorganiza-
tion plans fi led within the executive 
branch are being implemented. 

Continued from previous page
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Gov. Luis Fortuño sees Tax Reform 
as one driver of growth in the new 

diversifi ed economy.
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Vega of the Holiday Inn Ponce and Holiday Inn 
Mayagüez. “Casino revenue will remain fl at or 
post a single-digit increase under 5% in 2012.” 

The PRHTA’s Vega is the fi rst to admit that it 
may be time to revitalize the casino segment by 
refurbishing and upgrading casino fl oors.

“The six-year recession and the proliferation of 
illegal slot machines have affected most casino 
owners’ ability to invest in new technology and 
overall improvements,” he said.

RESCUING THE MEETINGS
 & CONVENTIONS SEGMENT

There is consensus among industry executives, 
that both government and private sector efforts in 
2012 must also focus on jumpstarting the island’s 
meetings & conventions segment, which repre-
sents two-thirds of the island’s total visitors. 

“We see there will be a great opportunity to le-
verage the business potential of the business travel 
& conventions segment,” IHE’s Hopgood said. 

Vega, also a Puerto Rico Convention Bureau 
(PRCB) board member, added that new PRCB 
Senior Vice President of Sales Neil J. Mullanaphy, 
with his 26-year track record in the meetings & 
convention business, “will help the bureau become 
an important economic-development engine.” 

CONTINUED GROWTH FOR PUERTO RICO’S 
LUXURY SEGMENT 

The opening of the 300-suite 5-Star Condado 
Vanderbilt Hotel, adjacent to La Concha, is an-
other important step in the diversifi cation of the 
island hotel product and continued expansion of 
the local luxury segment. The iconic Vanderbilt, 
slated to open during the fi rst part of the year, fol-
lows a comprehensive expansion and renovation 
to the tune of $100 million.

Also in the pipeline is the construction of the 
Ritz-Carlton Reserve in Dorado.

MORE AIRLIFT NEEDED
Another priority for the local industry involves 

getting tourists to and from the destination.
“To reclaim our leadership in the Caribbean, we 

need efforts to increase and improve airlift,” ex-
plained Daphne Barbeito, president of the Ameri-
can Society of Travel Agents. “Lack of airlift has 
seriously cut into the cruiseline business, caus-
ing many of the leading home-port cruiselines to 
abandon the market in search of easier to access 
destinations.”

On the other hand, industry executives agree that 
government efforts to stop the bleeding caused by 
the steady phaseout of American Airlines from the 
local market have yielded positive results.

“Almost 100% of the seats left vacant by 
American Airlines have been fi lled up with new 

routes—mostly from JetBlue—increased fl ight 
frequency to existing markets and new interna-
tional fl ights,” noted PRHTA’s Vega.

However, now that there has been some stabili-
zation in that regard, there needs to be a concerted 
effort to replace the kind of business and fi rst-class 
seats the island lost with American’s fl ight cuts, 
he added.

DELIVERING ON THE DMO PROMISE
Almost unanimously, industry executives inter-

viewed by CARIBBEAN BUSINESS agree that 
while Puerto Rico’s tourism industry needs to be 
overhauled across the board, its top priority must 
be securing the right kind of marketing that will 
spark demand, increase the total number of visi-
tors, spur hotel development and propel tourism-
related economic activity. 

To that end, the PRHTA “will be very proactive 
in our intent to develop a destination marketing 
organization for Puerto Rico and hold Gov. [Luis] 
Fortuño to his promise to facilitate the creation, 
including necessary legislation, of a DMO that 
would combine integrated marketing of leisure 
and groups & conventions under one entity,” Vega 
said.

According to the PRHTA, for every 10% in-
crease in the total number of visitors, the local 
economy sees an additional $224 million in eco-
nomic activity and thousands of new jobs. �

Tourism 
Continued from page 33

BY ALEXANDER LÓPEZ
alopez@caribbeanbusinesspr.com

The future of technology and 
telecommunications in Puerto 

Rico this year looks to be full of 
innovation, with the introduction 
of a wide array of products and platforms sure to 
go over big with local consumers.

The introduction of the Apple iPad in 2011, 
tablet PCs and myriad ebook readers such as the 
Amazon-designed Kindle are revolutionizing the 
way people conceptualize a book and interact with 
technology.  

Microsoft has a variety of products in the pipe-
line as well. The beta version of Windows 8 is 
due out soon and will test the company’s ability to 
compete in the operating-system market in a time 
when all trends in the industry point to conver-
gence among platforms. In addition, Microsoft has 
partnered with Nokia on the Lumia 800, a feature-
rich Windows Phone that combines exceptional 
technical and aesthetic design.

The Xbox and Kinect are introducing gaming to 
people who ordinarily would never consider pur-
chasing a game console. Launched a year ago as a 
controller-free gaming device, Kinect is now being 
developed in a variety of settings. For instance, 

doctors are now using the device to help stroke pa-
tients regain movement. The interactive controller-
less interface gets people off the couch, a location 
traditionally associated with gaming, and into the 
action in hundreds of games ranging from Guitar 
Hero to the recently released Just Dance 2.

Later this year, Microsoft will be introducing 
Avatar Kinect, an application that will allow users 
to hang out with up to seven friends in a variety 
of environments, from talk-show sets to tailgate 
parties. The Kinect interface will be able to read 
your facial expressions and transmit them to your 
avatar, or computer-generated self-image, on the 
screen. 

With AT&T having foregone its bid to takeover 
T-Mobile, both communications giants will be 
competing feverishly to upgrade their networks to 
provide 4G Long Term Evolution (LTE) service. 
4G LTE provides upload and download speeds 
10 times faster than existing 3G networks. This 
opens the door for emerging devices, including 
tablets such as the Samsung Galaxy Tab 8.9. This 
new tablet features a vivid 8.9-inch high-resolution 
screen and a powerful processor for fast multi-
tasking.

“The industry is absolutely booming.  The next 
2 to 3 years will be a huge telecom role-out; T-
Mobile and AT&T are doing 4G LTE, and Sprint 

will be doing 4G LTE as well,” stated Antony 
Coufal, president of Intex Corporation, a locally 
owned telecommunications company.

“There is constant demand for more applica-
tions, and data speed make the industry full speed 
ahead,” Coufal added.

Meanwhile, the exclusive distributor of the ON-
fi nity CM2 Max projector, Garqui Inc., will be 
revolutionizing the classroom this coming year 
with the only electronic projector that creates an 
interactive screen on any surface. Teachers are 
able to connect the projector to their laptops and 
interact with the computer directly on the wall. � 

Innovations to mark 2012 for local tech consumers
Microsoft to release beta version of Windows 8; AT&T announces expansion of 4G LTE network

The Telecommunications 
Regulatory Board said PRT/
Claro’s entry into the cable 

market represents more 
choices, better prices and 

improved technology for local 
consumers.



The bulk of the executive branch 
reorganization is being delegated to 
technology, digitizing hundreds of 
manual processes and services. To 
date, pr.gov offers more than 100 
online services compared with none 
only three years ago. The online 
platform has processed more than 
4 million transactions, representing 
savings of more than 4 million hours 
and $50 million.

“For the first time in 60 years, the 
Puerto Rico Legislature voted to re-
duce the size of the Legislature by 
a considerable 30%,” the governor 
said. “When [the bill] comes to me, 
I will sign it.”

The change won’t constitute a con-
stitutional amendment because that 
would need to be approved by more 
than two-thirds of the Legislature.

“Although the measure won by ma-
jority, it is a pity that it went down on 
partisan lines,” Fortuño noted.

Energy diversification 
efforts continue

Soaring energy costs continue to 
be a major concern among Puerto 
Rico residents and business leaders 
across the economy, ranking among 
islanders’ top-three concerns, along 
with crime and health. 

Puerto Rico is expected to make 
tangible progress in 2012 toward 
diversifying its power production, 
with additional natural gas, wind and 
solar plants entering into operation 
later in the year, as the government 
brings increased focus on improv-
ing efficiency at the Puerto Rico 
Electric Power Authority (Prepa) 

while bringing down the cost of 
electricity. 

Yet, despite the progress, Puerto 
Rico will still be reliant on imported 
oil for most of its power production, 
which means the local economy 
will remain vulnerable to oil-price 
shocks, even if Prepa operations be-
gin to improve. 

The U.S. Energy Information Ad-
ministration (EIA) is predicting that 
crude-oil prices will average about 
$102 per barrel in 2012, up slightly 
from the 2011 average of $101 per 

barrel. Prepa spends $2 billion an-
nually on imported oil.

Two Prepa-run units at the Costa 
Sur powerplant, in the Peñuelas-
Guayanilla area, should start burn-
ing natural gas in March, which will 
push Prepa’s use of natural gas to 
28% from its current 15%. 

Amid controversy and opposition, 
Prepa plans to move forward with 
plans to build the 91-mile Vía Verde 
natural gas pipeline, from the south-
coast town of Peñuelas north to Are-
cibo, and then east to San Juan. This 
will allow for the conversion of three 
more powerplants to natural gas.

However, the new chairman of 
Prepa, José Ortiz, is determined 
to seek alternatives to a pipeline if 
possible.

Glimmers of hope in 
manufacturing

Despite rapidly losing ground, 
manufacturing continues to be a ma-
jor force in Puerto Rico’s economy, 
responsible for 45.5% of the island’s 
GDP of $95.7 billion, or close to 
$44 billion, up from $24.5 billion 
or 39.7% of the GDP in 2000.

Industry observers predict a rough 
2012 for the vital economic sector as 
this year’s third-quarter figures re-
flected a 5% employment reduction 
in the segment compared with the 
same period in 2010—a trend that 
has been consistent since 2009. 

Many blame the island’s high op-
erational costs for the downturn in 
manufacturing.

DDEC Secretary Pérez-Riera noted 
that important achievements often go 
unnoticed.

“Our pipeline of new projects for 

2012 is also looking very good,” he 
said. “At the moment, we are in the 
process of finalizing agreements with 
more than 18 companies during the 
first three months of 2012 that will 
represent investment of hundreds of 
millions of dollars and will create 
thousands of new jobs.

“The Federal Contracting Center 
initiative to provide a one-stop shop 
for all resources related to contract-
ing with the federal government 
aims to increase Puerto Rico’s par-
ticipation in the federal procurement 
market to $1 billion.”

Since 2009, more than 239 projects 
have been promoted with a commit-
ment to create or retain more than 
13,707 jobs, representing investment 
of more than $1 billion, according to 
figures from the Puerto Rico Indus-
trial Development Co. 

Construction shows 
signs of life

The increase in sales and produc-
tion of cement also tends to indicate 
there will be a rebound in the Puerto 
Rico construction industry in 2012, 
despite a continued lag in the issuance 
of construction permits last year.

From July through November 
2011—the first five months of fis-
cal 2012—6.98 million bags of ce-
ment were produced, representing 
an increase of 11.9% over the same 
period the previous year—“a telling 
sign of economic activity and one 
that points to impending economic 
growth,” Fortuño pointed out.

In November (the fifth month of 
fiscal 2012), cement sales increased 
by 114,000 bags, or 7.5%, from the 

Continued from page 15
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“We had to get back to basics to 
establish a solid foundation that would 
promote economic recovery and attract 

new investment leading Puerto Rico 
into the 21st century.”

—Economic Development & 
Commerce Department Secretary 

 José R. Pérez-Riera
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same period in the previous year. 
From January to November, sales 

grew a total of 4.4% compared to 
the year-ago period. This breaks a 
fi ve-year downward trend in sales 
of cement, with the largest drop—
29.7%—coming in 2009. 

Although issued construction per-
mits remained low at only 236 for 
February 2011, according to the most 
recent available data, industry em-
ployment rose to 58,000 in October 
2011 from 46,000 in October 2010, 
although it remained well below the 
75,800 people employed during the 
industry’s peak in 2001.

“Recovery in the real-estate market 
will come from the top and the bottom 
of the market,” said Álex Brito, presi-
dent of the Home Builders Associa-
tion, adding that recovery of middle-
market real estate will take longer. 

November 2010 to November 
2011 home sales totaled 15,550 in 
new and existing units, representing 
an increase of 32.8%, while stateside 
home sales decreased 13% during 
the same period. The total value of 
home sales for that period totaled 
more than $2.5 billion, according to 
DDEC fi gures.

WHEN ARRA AND 154 
FUNDS RUN OUT

There isn’t a clear scenario as 
to what will happen when federal 
American Recovery & Reinvest-
ment Act (ARRA) funds run out at 
the end of 2012. However, Fortuño 
sees growth opportunities in moder-
ate- and low-income housing, pri-
vate sector fi nancing and the export 

of goods and services. 
“ARRA funds, by defi nition and by 

design, will run out at some point,” 
Pérez-Riera said. “That is what they 
were designed to do, and the respon-
sibility of all state policymakers 
who received those funds was to use 
them wisely for maximum impact, 
and to prepare for their eventual 
termination.

“We used the time the funds 
bought us to make drastic, and some-
times diffi cult, decisions that would 
prepare our economy for a higher 
growth level which in and of itself 
would create more economic activ-
ity and therefore offset the eventual 
termination of the ARRA funds.”

The Puerto Rico economy will get 
a $1.39 billion boost during fi scal 
2012 from ongoing and ready-to-
start projects with ARRA funds—
the overall tally of federal economic-
stimulus funds coming to the island 
through the ARRA program has 
reached $7.029 billion.

Funding for fi scal 2012 is nearly 
20% of Puerto Rico’s total ARRA 
funding. 

LAW 154: FIRST LINK IN A 
CHAIN OF ECONOMIC ACTIVITY
The same can be said for the ex-

cise tax enacted through Law 154, 
Fortuño added.

“Despite all our efforts, once it 
became evident that implementing 
such a measure was inevitable, we 
were tasked with ensuring it would 
have the least possible impact in the 
manufacturing sector,” the governor 
explained. 

Added Pérez-Riera: “This was ul-
timately achieved, for the most part, 

through the excise tax creditable to 
taxes paid by the companies in the 
U.S., and what we have been seeing 
is that many of these companies have 
come around to realize that Puerto 
Rico continues to present the most 
compelling business alternative. As 
such, we have seen that many of 
these companies have entered into 
expansions, sometimes very sub-
stantial ones at that.”

By giving back $1.2 billion a year 
in revenue to Puerto Rico taxpayers, 
Fortuño asserted that “we are now 
generating economic activity that is 

already showing signs that revenue 
lost upon the termination of the ex-
cise tax will be offset by revenue gen-
erated through the Tax Reform.”

BUILDING ON PPPS
Puerto Rico’s public-private part-

nership (PPP) reform has led to the 
development of what many industry 
observers hailed as one of the most 
novel, ambitious and well-thought-
out PPP programs. 

Project Finance International 
(PFI), a leading source of global 
project-fi nance intelligence and 
part of the Thomson Reuters fam-
ily of publications, selected the PR-
22 and PR-5 PPP project as “Deal 
of the Year in the Americas,” and 
the American Road & Transporta-
tion Builders Association selected 

the transaction as its “Project of the 
Year.”

“This year will see a lot of PPP 
construction activity,” Fortuño 
said. “During the fi rst quarter, there 
will be the correctional hospital in 
Bayamón, the extension of PR-5 and 
a bevy of green projects. Additional 
sections of PR-66 will be ready by 
the summer. Works on PR-22, which 
goes from De Diego/Minillas to Ha-
tillo, will continue in 2012.”

The governor added that the 
next major phases, involving PR-
66 and PR-52, are currently being 
evaluated.

“The Luis Muñoz Marín Interna-
tional Airport [LMMIA] concession 
is in a very advanced stage, and the 
six bidders that are expected to sub-
mit their fi nal bids in the fi rst quarter 

Continued from previous page
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Still, investment in Puerto Rico has 
been falling consistently since 2005 
and construction investment, which 

seven years ago accounted for 17% of 
gross domestic product (GDP), is now 

close to 6%.
—Joaquín Villamil of Estudios 

Técnicos
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As the Puerto Rico’s eco-
nomic recession enters 

its sixth-straight year, a resil-
ient retail & commerce sector 
shows no signs of slowing. 

Executives interviewed by 
CARIBBEAN BUSINESS view 
2012 with modest optimism. If 
retail sales maintain their steady 
pace, they say, the industry will see 
its $35 billion in total annual sales 
prevail or slightly improve, by the 
end of the year.

Chief among the factors driving 
an upward trend in retail and com-
merce are positive 2011 year-end 
holiday sales, continued expansion 
of store chains such as Walmart and 
Walgreens, top shopping centers’ 
reinvestment in their properties, the 

arrival of new retailers, and 
refocused efforts by the is-
land’s small retailers to be 
more effi cient and export 
their products and services. 

“We are seeing pockets of 
improvement in reported re-

tail sales with a consistent upward 
trend,” said José R. Pérez-Riera, 
secretary of the Department of Eco-
nomic Development & Commerce.

Still, despite glimpses of eco-
nomic recovery, soaring operating 
costs—particularly high electricity 
bills—continue to bite into retailers’ 
already thin profi t margins.

RETAIL SALES ON THE RISE
As fi rst reported by CARIBBEAN 

BUSINESS, retail sales are project-
ed to have increased by 3.3% on a 
year-to-year basis during the Christ-
mas season.

“It was a great holiday season, 
which continued with Three Kings 
Day and back-to-school shopping 
activity,” said Rafael Bautista 
Valera of Valera Parking Service, 
operator of 80% of the metro area’s 
valet parking facilities. 

Veteran retail industry consultant 
Mike Nolla expects 2012 to be 
“slightly better than last year if retail 
sales continue the gradual upward 
trend we have seen during the past 
eight to 10 months.”

“The most signifi cant aspect of 
the positive results we are seeing in 
retail is the fact that Puerto Rican 
consumers have become more 
knowledgeable about managing 
their stretched-out budgets,” 
Nolla said. “In addition, retailers, 
suppliers, wholesalers and shopping 
center operators seem to have fi nally 
understood and adjusted to the new 
defi nition of normal in our local 
economy.”

This has facilitated retailers to be 
more effective in their merchandis-
ing efforts, from what to buy to pric-
ing strategy to assessing inventory 
levels to meet customers’ needs. 

SMALL RETAILERS GROW
A recent survey conducted by the 

Small Retailers Association (CUD 
by its Spanish acronym) shows that 
a majority of retailers were satisfi ed 
with sales this past Christmas 
season. In fact, 55% of retailers saw 
their sales increase or stay the same, 
noting that consumer confi dence 
seems to be steadily increasing.

“This year will be pivotal in 
our efforts to export Puerto Rico 
products and services,” said Ignacio 
Veloz, CUD president. “Many of 
our small retailers are positioned to 
take advantage of exporting their 
goods as a means to grow their 
business.” 

Aixa Barzaga, president & chief 
executive of Executive Uniforms, 
sees 2012 as a year of growth 
opportunities for the company.

“For us at Executive Uniforms, 
globalization has been more than a 
goal, but rather a path to survival and 
expansion,” she said. “We are able 
to deliver world-class uniforms and 
textile products by tapping resources 

from around the world. One of our 
strengths is our strict discipline in 
managing the complex logistics 
involved, which in the end translates 
into savings for our clients.”

Dasha Ryan, manager of La 
Bodega de Méndez, a Guaynabo 
wine & spirits shop, attributed 
a year-to-year increase in sales 
compared with 2010 to being “very 
prepared well in advance.”

“It was very diffi cult, but we were 
extremely tactical in merchandise 
selection, pricing and customer 
service—most importantly, it was 
a solid team effort,” Ryan said. 
“By having a good holiday season, 
we have been able to kick off 
the year slightly ahead of initial 
projections.”

Despite success stories like La 
Bodega’s, the island’s alcohol in-
dustry is expected to remain under 
its $1 billion peak. Introduction of 
new products plus the much-antic-
ipated launch of new local brewery 
Cervezas del Sur are expected to 
generate excitement in 2012. 

Similarly, in the fi rst nine months 
of 2011 (January to September), 
auto sales totaled 63,124 units, rep-
resenting a slim 1.5% increase when 
compared with auto sales during the 
fi rst nine months of 2010. In 2010, 
auto sales increased by 17.3% when 
compared with 2009.

WALMART EXPANDS 
WITH CONFIDENCE

Walmart Puerto Rico, the island’s 
leading retailer, posted a year-end 
sales increase for 2011 and forecasts 
continued growth through the end 
of 2012.

Next in Walmart’s pipeline is the 
opening of Sam’s Club on Ken-
nedy Avenue, with the creation of 
300 new jobs, and construction of 
the new Walmart store at Stop 18 
in Santurce, both a part of the com-
pany’s $300 million expansion plan. 
The chain closed 2011 with all loca-
tions operating 24-hour schedules, 
which in addition to consumer con-
venience has helped generate much-
needed new jobs—the company now 
employs more than 14,000 people 
as the island’s largest private sector 
employer. � 

Retailers greet 2012 with optimism
Strong year-end holiday sales, chain expansions help drive upward trend



all children will receive the quality 
education they deserve.

“These changes will be implement-
ed by improving teachers’ working 
conditions and salaries, as well as 
developing a new nationwide school-
construction program. It is also im-
portant to create social service pro-
grams to integrate families into the 
educational process, while offering 
our students the latest in information 
and communications technology.”

UNEMPLOYMENT
Mejía understands unemployment 

is one of the biggest problems his 
country faces. He points out that 
the D.R. in 2004 was No. 62 in the 
World Economic Forum’s Global 
Competitiveness Index. Now, it has 
dropped to No. 110, a fact Mejía says 
refl ects the failures of the current 
Dominican government.

He proposes revitalizing the econ-
omy by re-establishing fi scal incen-
tives for various economic sectors 
and promoting public works and 
construction programs that will cre-
ate 500,000 jobs over four years.

He said that controlling the abu-
sive use of public funds and promot-
ing export of local production are 
also ways to improve the country’s 
economy, thus investing in its hu-
man resources. The development of 
the D.R.’s agriculture, its industries, 
mines, tourism and other vital areas 
will jumpstart the creation of more 
jobs and a healthier, more vibrant 
economy.

“Of course, the economy can’t 
run without an effi cient energy and 
electrical system. We will be pro-
moting investment in new, effi cient 
coal and natural gas systems,” Mejía 
indicated.

COST OF LIVING
The presidential candidate said an-

other area that needs urgent atten-
tion is the D.R.’s high cost of living. 
“The high cost of living, along with 
the poor quality of goods and basic 
services, has caused a rapid decline 
in our citizens’ quality of life,” Mejía 
pointed out.

“The principal sectors affecting 
our living conditions are nutrition, 
health, medical resources, elec-
tricity and transportation. We will 

implement initiatives in all these ar-
eas and make them accessible to all 
citizens.”

An important part of Mejía’s eco-
nomic plan is to stimulate fi nancing 
for micro, small and midsize busi-
nesses while eliminating bureau-
cratic red tape for investors. He also 
wants to establish thousands of shops 
within towns and barrios through El 
Instituto Nacional de Estabilización 
de Precios (Inespre), an institution 
that makes basic services and prod-
ucts available for lower-income con-
sumers. At the same time, govern-
ment alliances with medical-product 
manufacturers and pharmaceutical 
companies will help reduce costs for 
healthcare and medicine.

CRIME AND PUBLIC SECURITY

“It saddens us to see our people 
anguished and defenseless against 

the increasing crime, at every hour, 
every day and in every town and 
city in our country,” Mejía ex-
claimed. “My government won’t 
allow it. We won’t let drugs, crime 
and delinquency win. We must guar-
antee our society that we will act re-
sponsibly and quickly to ensure all 
citizens’ right to live in a safe and 
peaceful environment.”

Mejía’s plan is to act with a strong 
hand against crime, but also provide 
social programs to help families 
keep their children in school, be-
cause the best weapon against crime 
is education.

Furthermore, the D.R.’s social 
security system must be aimed 
at helping lower-income families 
gain access to health and retire-
ment plans, as well as provide labor 
protections.

Corruption is another important 

area Mejía plans to attack. He points 
out that in recent years the D.R. has 
seen an increase in corruption-relat-
ed cases. No matter how the present 
government tries to hide this fact, 
Mejía understands it is a lack of 
will to bring those public offi cials 
to justice.

He adds that corruption ruins and 
destroys everything people have 
worked for, and diminishes their 
trust and hopes for a better future. 
“When I was president, I didn’t 
hesitate to put in jail the banker son 
of one of my best friends. I have 
no tolerance for corruption,” Mejía 
said.

In May 2000, Mejía was elected 
president of the D.R., soundly de-
feating the Partido de Liberación 
Dominicana’s Medina and former 
President Joaquín Balaguer. Mejía 
led the fi eld during the fi rst round 
of the election, taking 49.9% of 
the vote—very short of an outright 
victory. Medina and Balaguer re-
ceived 24.9% and 24.6% of the 
vote, respectively.

Mejía ran for president on a pro-
gram to increase health, education 
and social security services, which 
would be subsidized through tax 
hikes. He supported many popular 
issues, such as helping small busi-
nesses and agriculture, improving 
education and helping provide ade-
quate housing. He also championed 
free trade and Central American 
and Caribbean economic integra-
tion. His administration signed the 
Central American & Dominican Re-
public Free Trade Agreement with 
the U.S. and fi ve Central American 
countries in 2004.

“This coming election, on May 
20, will mark the difference be-
tween the D.R. remaining on the 
wrong path or producing an impor-
tant change that will regenerate our 
country’s morale and future. No one 
can remain indifferent to the arro-
gance, corruption and pessimism of 
the present administration.

“For my part, and on behalf of all 
those who have joined forces with 
me in this effort, we promise not to 
betray the trust of our people. Each 
voter must be willing to do his or 
her part to turn out the vote for a 
new government, to rescue our prin-
ciples and build a better country for 
all,” Mejía stated. �
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“This coming election, on May 20, will mark
 the difference between the D.R. remaining 

on the wrong path or producing an important 
change that will regenerate our country’s 

morale and future.”

of 2012 are among the most competi-
tive groups in the world,” Fortuño 
noted. 

Pérez-Riera, who oversees the local 
air-access strategy from the DDEC, 
said the LMMIA transaction “is be-
ing closely watched by the entire in-
frastructure fi nance community.”

“The concession should extend our 
success in these last three years in 
attracting 250 new weekly fl ights 
and new routes to the major Euro-
pean markets in Madrid, London and 
Frankfurt, making it easier to con-
tinue adding new routes, more seats 
and higher frequencies of fl ights 
as part of our aggressive air-access 
strategy,” the DDEC chief said.

ONGOING SUPPORT FOR 
TRADE AND EXPORTS

Pérez-Riera said the exporting of 
Puerto Rico products and services 
“has become a growth segment for 
our economy.”

“Selling overseas creates jobs 
here at home, since companies have 
to hire locally to make products [if 
they are manufactured here] and to 
service those customers whether the 
products are made here or not,” he 
said. “The important thing is for the 
companies to have headquarters in 
Puerto Rico because the more they 
grow, the more they hire. We will 
continue to support export efforts 
throughout 2012 with different ini-
tiatives, including 15 additional trade 
missions that should generate some 
$22 million in new revenue.”

Already confi rmed trade missions 
will visit Peru, Trinidad and Toba-
go, Guatemala, El Salvador, Spain, 
Mexico and Panama.

In fi scal 2011, exports totaled 
$64.9 billion, representing an annual 
growth of 5.2%, the highest value for 
any given fi scal year in Puerto Rico’s 
history. Imports also increased in fi s-
cal 2011, totaling $44.7 billion for an 
annual growth of 9.5%.

 “Our efforts at the Rafael Hernán-
dez Airport [BQN], the former 
Ramey Air Force Base in Aguadilla, 
will help a great deal in our trade 
export initiative,” Pérez-Riera said. 
“It will be the fi rst Foreign or Free 
Trade Zone-designated airport in 
Puerto Rico.”

The strategic development of 
BQN as a mega-cargo air hub in the 

Caribbean is aligned with the fed-
eral government’s National Export 
Initiative, which aims to double all 
U.S. exports by 2014. 

TOURISM
In the fi rst 11 months of 2011, 

Puerto Rico’s hotel occupancy rate 
reached 69.6%, which is an increase 
of 1.5% compared with the fi rst 11 
months of 2010.

“In those fi rst 11 months of 2011, 
we have also seen the highest rate of 
hotel occupancy since at least cal-
endar year 2008, according to in-
dependent market-research reports 
from Smith Travel Research,” said 
Mario González Lafuente, executive 
director of the Puerto Rico Tourism 
Co. (PRTC). “We have also seen an 
increase of 4.4% in the average dai-

ly rate, which reached $167.57, the 
highest we have seen since 2009.” 

The governor sees these improve-
ments, along with hikes in other “key 
tourism benchmarks” as “an impor-
tant sign of economic recovery for 
our local industry.”

However, key players in local tour-
ism, which contributes 6%, or $3.6 
billion, to the island’s GDP, support-
ing some 62,000 direct and indirect 
jobs, are cautiously optimistic about 
2012, and are quick to emphasize 
their top priorities for the industry:
•  Addressing the rising crime rate, 

which has spilled over to all sectors 
of society, impacting the tourism 
industry

•  Developing a destination market-
ing organization (DMO) for Puerto 
Rico to enable the private sector to 
head the marketing and promotion 
of tourism and conventions

•  Lowering soaring operational costs, 
particularly electricity

•  Renewing a stagnant casino 
industry

•  Increasing and diversifying airlift 
to and from the island

•  Strengthening efforts to jump-start 

the languishing business travel, 
meetings & conventions segment.
Since 2009, 28 hotel properties, rep-

resenting 1,793 rooms, $779 million 
worth of investment and 1,640 per-
manent jobs, have opened, or remod-
eled or expanded existing properties. 
In the pipeline to begin operation or 
construction in 2012 and 2013 are 23 
additional projects representing 2,106 
rooms, $1.5 billion in investment and 
2,713 permanent jobs—chief among 
them being the $100 million Condado 
Vanderbilt Hotel.

A key question still remains. How 
can Puerto Rico’s private sector have 
more of a say in the efforts to mar-
ket the island as an attractive tourism 
and investment destination? Tourism 
industry executives will press Gov. 
Fortuño to deliver on his promise for 

2012 to get efforts underway to es-
tablish a Puerto Rico DMO.

“This administration supports the 
creation of a DMO that provides a 
proper mechanism for the private 
sector to be integrally involved in 
Puerto Rico’s marketing strategies, 
and which can provide the continuity 
and impact needed to bring people to 
Puerto Rico for business and leisure, 
and to send a strong signal regard-
ing the wonderful opportunities that 
Puerto Rico offers,” Pérez-Riera 
said. “The different industry stake-
holders know how to market Puerto 
Rico best. That is why a Puerto Rico 
DMO will pool resources and in-
corporate input in a way that allows 
us to keep what works, and fi x that 
which doesn’t. Moreover, it will be 
designed to receive the ongoing sup-
port and commitment of the PRTC 
and the DDEC.”

FILM INCENTIVES PAYING OFF
This year is shaping up to be a great 

year for the local fi lm industry, with 
more than $18 million in qualifi ed 
spending already confi rmed for the 
fi rst four months of 2012.

The notable hike in activity in 
this sector is largely due to the at-
tractive incentives law that was ap-
proved in 2011, and which has been 
recognized as the most aggressive 
in the U.S. at a time when states are 
cutting back on their fi lm incentives 
programs, explained Mariella Pérez, 
executive director of the Puerto Rico 
Film Commission. 

 “In 2012, we should see the com-
mencement of the construction 
of Puerto Rico’s fi rst world-class 
soundstage,” Pérez-Riera said.

The facility will enable the local 
fi lm industry to secure a signifi cantly 
larger percentage of the total spend-
ing of high-budget fi lms, including 
indoor shots and post production.

“We are also working on an inno-
vative insurance program, specifi -
cally designed for the fi lm industry, 
which will reduce the risk and cost 
of fi lming in Puerto Rico during the 
hurricane season, while adding an 
incentive for bringing people to our 
hotels during the low season,” Pérez-
Riera added.

 
RETAIL SALES UP, 

BANKRUPTCY FILINGS DOWN
Retail sales from January to 

October 2011 totaled $28.8 billion, 
a 2.7% increase when compared with 
the same 2010 period. As fi rst pro-
jected by CARIBBEAN BUSINESS, 
retail sales are projected to have in-
creased by 3.3% on a year-to-year 
basis during the holiday season, 
keeping total industry sales at the 
$35 billion mark. 

A recent survey conducted by the 
United Retailers Center shows that a 
majority of small retailers were satis-
fi ed with 2011 holiday sales, 55% of 
them posting sales increases.

Similarly, in the fi rst nine months of 
2011, auto sales totaled 63,124 units, 
a 1.5% increase when compared to 
the same 2010 period. New product 
arrivals, coupled with the latest trend 
in mega-auto shows, are expected to 
help the local auto industry maintain 
that momentum in 2012.

In November 2011, bankruptcy 
fi lings decreased by 19.2% on a 
year-over-year basis, making it 
eight consecutive months of year-
over-year decreases in bankruptcy 
fi lings. From January to November 
2011, there was an 8.6% decline in 
bankruptcy fi lings on a year-over-
year basis. �
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“This administration supports the creation of 
a DMO that provides a proper mechanism for 
the private sector to be integrally involved in 

Puerto Rico’s marketing strategies.”
—José R. Pérez-Riera
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A number of large-scale projects 
that are central to the long-term 

economic-development plans of the 
administration of Gov. Luis Fortuño 
are slated to continue moving for-
ward in 2012.

CARIBBEAN RIVIERA
Pérez-Riera said 2012 will be a 

watershed year for the Caribbean 
Riviera strategic project that will 
convert key sections of the former 
U.S. Naval Station at Roosevelt 
Roads in eastern Puerto Rico into a 
world-class tourism complex.

“We expect to fi nalize a bulk land 
conveyance from the U.S. Navy 
early in the year, which will be in-
strumental for appropriately mar-
keting the land and for the incred-
ible incentives that we have put in 
place, thus creating the necessary 
conditions to attract the type of in-
vestor that has the know-how and 
the fi nancial wherewithal to devel-
op a project of this magnitude,” the 
DDEC chief said.

A formal request-for-proposal 
(RFP) process involving primary 
industry sectors that will operate 
within the Caribbean Riviera—
namely gaming, hospitality, lodg-
ing, entertainment, ecotourism and 
infrastructure—is also scheduled 
for 2012. 

“This project will transform the 
entire eastern seaboard of Puerto 
Rico into an economic driver for 
the whole region, helping create 
thousands of jobs in the process,” 
Pérez-Riera said. “For the fi rst time, 
the island municipalities of Vieques 
and Culebra have been included in 
Puerto Rico’s economic-develop-
ment initiatives as part of the Green 
Triangle strategy stated in Act 118 
of 2010.”

PORT OF THE AMERICAS
“It is an important priority for 

2012 to work hand-in-hand with the 
municipality of Ponce on the imple-
mentation of Act 240, enacted on 
Dec. 12, 2011,” Pérez-Riera said.

Act 240 established the Ponce 
Port Authority (PPA) as a public 

corporation, spearheaded by Ponce 
and the Port of the Americas 
Authority.

It is expected that the existing 
Ponce port franchise will be trans-
ferred to the PPA, which is responsi-
ble for selecting and negotiating the 
terms and conditions of the contracts 
and agreements with the potential 
operator for the Port of the Ameri-
cas Rafael Cordero Santiago.

The PPA will also lead the co-
ordination and supervision of the 
fi nancing, operation, maintenance 
and administration of the port.

 
BAHÍA URBANA

Construction also continues on 
Pier 6, the westernmost component 
of the Bahía Urbana project in San 
Juan. In addition, the government 
commenced construction of the 
principal component of the project’s 
fi rst phase, Piers 7 & 8, a unique 
recreational space that will integrate 
a number of amenities for visitors 
and locals alike.

“Last year was important for 
Bahía Urbana,” Pérez-Riera told 
CARIBBEAN BUSINESS. “After 
nearly two decades in the planning 
phase, with little more to show than 
plans and sketches, the project con-
tinued in earnest with the construc-
tion of its fi rst phase, which began 
in 2010 with the remediation and 
demolition of various structures on 

the eastern edge of the nearly 90-acre 
project site, as well as improvements 
to Fernández Juncos Avenue.”

These improvements complement 
a major investment on the part of the 
local Department of Transportation 
& Public Works along Intersection 
5, culminating with the inaugura-
tion of the newly renovated Dos 
Hermanos Bridge at the entrance 
of Condado. 

“Next, we expect delivery of all 
components of the fi rst phase, in-
cluding Pier 6, 7 and 8 by the late 
summer of 2012,” Gov. Fortuño 
said. “Work will also be completed 
on the improvements to Fernández 
Juncos Avenue. These unique rec-
reational spaces, along the water’s 
edge, will transform the experience 
of visitors, particularly cruiseship 
passengers.

The government also plans to 
commence construction on the fi -
nal component of the fi rst phase, the 
project’s Eastern Gateway, contigu-
ous to Club Náutico.

“This project, which is expected 
to commence in February, will be 
ready by October 2012,” the gov-
ernor noted. 

The government will also begin a 
major cleanup and demolition effort 
along nine properties throughout the 
project site, bringing down a num-
ber of eyesores along Fernández 
Juncos Avenue.

“The year 2012 will culminate 
with the commencement of con-
struction of Pier 9, the fi rst portion 
of the second phase of Bahía Ur-
bana, incorporating a major retail 
component and restaurants,” Pérez-
Riera added.

SCIENCE DISTRICT
In 2012, several development ef-

forts will help get the new Science 
District underway (as established 
by Law 208 of 2011), including 
groundbreaking construction on 
the Comprehensive Cancer Center 
(CCC) on the district’s main road, 
known as Science Boulevard, with 
funding facilitated by the Science, 
Technology & Research Trust.

The Science District, to be devel-
oped over a 70-acre expanse of land 
in Río Piedras formerly occupied by 
the Oso Blanco penitentiary build-
ing, will be developed over a 20-year 
period and will include the CCC, 
the Biomolecular Sciences Build-
ing and the Biotechnology Devel-
opment & Training Center, among 
other medical and science research 
facilities—topping a combined one 
million square feet in laboratory and 
scientifi c research space.

Also this year, demolition will be-
gin on a number of existing struc-
tures in the areas surrounding Sci-
ence City to make way for future 
infrastructure development. �
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Statistics from the World Bank 
(WB), supported by the Inter-
national Monetary Fund, re-

fl ect that the Dominican Republic’s 
economy has been growing at an av-
erage rate of 7.16% for the past fi ve 
years, placing Puerto Rico’s neigh-
bor to the west at No. 11 out of 187 
countries on the WB list.

Former D.R. President Hipólito 
Mejía questions the veracity of 
these numbers, as well as other gov-
ernment statistics, which is why he 
announced his intention to again 
run for president under the Partido 
Revolucionario Dominicano.

For this election, he said he in-
tends to unite various political and 
social forces to help him defeat the 
current government, which Mejía 
said hasn’t been able to overcome 
a very high unemployment prob-
lem, soaring costs of living, ram-
pant corruption, drug wars, energy 
shortages and ineffi cient health and 
educational systems.

“The D.R. is on the wrong path. 
The country has a huge fi scal defi -
cit, and there is a large corruption 
problem in the government. When 
I became president of the D.R. in 
2000, there was no fi scal defi cit; the 
country was an important exporter 
of tobacco, cacao, sugar and meat. 
Not anymore. The present adminis-
tration has forsaken all of this, and 
now our agricultural segment is 
very weak,” Mejía said in an exclu-
sive interview with CARIBBEAN 
BUSINESS.

President Mejía says the present 
administration has kept the country 

in a desperate situation, at the brink 
of collapse. If elected president, 
Mejía plans to correct what he feels 
is the wrong course for the country. 
Based on the positive support he 
has received from representatives 
of diverse movements and exter-
nal groups, he seems to be gaining 
ground.

Independent citizens, from all 
social segments, have listened to 
Mejía’s criticism of his country’s 
current administration and are pro-
moting change. His development 
strategy focuses on four main 
issues.

EDUCATION
Mejía has stated the future of his 

country’s youth and its competi-
tiveness should be built through a 
solid educational system, one the 
D.R. currently lacks. Without this 
foundation, it is impossible to de-
velop better living conditions for 
the people.

Therefore, he proposes assigning 
4% of the gross national product 
(GNP) to improving the country’s 
educational system. The purpose 
is to invest now, so the majority of 
the population, consisting mainly 
of children and adolescents, will 
have the opportunity to learn and 
develop their skills to the highest 
levels and put them to use promot-
ing the economy and society.

“Presently, less than 50% of our 
children ages 3 to 5 have access to 
educational services,” Mejía said. 
“Our proposal seeks not only to en-
sure that 4% of the country’s GNP 
is allocated to education, but that 
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Former President Mejía wants to 
bring true prosperity to D.R.
If elected, he plans to continue reforms he 

started during his administration




