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The new Age of Law 20
Service exporters of the world, take notice. Local service
providers, wake up! Puerto Rico is moving quickly to turn
Law 20 incentives into the new growth pillar.
BY ALEX DÍAZ

alex@caribbeanbusiness.pr

M

cKinsey & Co. calls it “the biggest growth opportunity in the
history of capitalism,” referring to
the meteoric rise of 577 cities around
the world, 423 of them (73.3%) in
emerging markets, projected to represent fully half—half!—of all global growth between now and 2025.
And here’s the punch line: “Most
of the growth in these momentum
cities is happening in the purchase of
services.” (See related story.)
It’s as if McKinsey had written the
study with Puerto Rico’s new potential development focus in mind.
With industrial promotions having dried up in recent years and
showing no sign of turning around,
thanks to higher costs at home and
the emergence of lower labor costs
abroad—manufacturing jobs are now
well under 10% of total employment
in Puerto Rico, and falling—local
government has turned decisively
to service-export promotions as one
of the keys to future growth.
The tectonic shift in public policy
began under the previous administration of Gov. Luis Fortuño and his
Secretary of Economic Development
& Commerce (DDEC by its Spanish
initials), José Pérez-Riera, and has
continued without missing a beat by
the administration of Gov. Alejandro
García Padilla and new DDEC Secretary Alberto Bacó Bagué—an unusual and much-applauded example
of continuity following a change in
government.
The Fortuño & Pérez-Riera team,
pursuing one of the cornerstones of
the economic development model
they put in place—known as the
Strategic Model for a New Economy
(MENE by its Spanish initials)—took

Law 20 is designed to incentivize “every conceivable service,” said Puerto Rico
Economic Development and Commerce Secretary Alberto Bacó Bagué.

their four-year term to enact several
laws designed to spur the growth of
service exports by local companies
and bring in foreign and U.S. mainland-based companies to export their
services out of Puerto Rico.
The new team’s mission now is to
take those laws and convert Puerto
Rico into “the leading service hub in
the Americas,” Bacó added, broadening the island’s sphere of influence
and replacing manufacturing as the
lead industry in local job creation.
Direct manufacturing employment
in Puerto Rico peaked at 180,000
in the 1970s, fell off in subsequent
years, before rising to 164,000 in
1996. It stands at roughly 80,000
today.
While the art of projecting peak
service-hub direct employment in 10
years is highly imperfect, estimates
by observers interviewed for this
story hover in the range of 100,000,
provided the government and private
sector work together.

“That’s only the beginning,” affirmed Luis Torres Llompart, partner at accounting firm Kreston TLSR
and a leading private-sector voice behind the switch to a service-export
strategy. “Remember that services
are far more labor intensive than
manufacturing.”
“My own estimate is for the creation of 40,000 to 50,000 jobs in the
next four to six years,” Bacó said,
agreeing “with the 100,000 estimate
in 10 years. This is one of the important ways we have to grow the
economy.”

LAW 20 AS THE BACKBONE
The service-related incentive laws
enacted by the previous administration, were: Law 273 to create an offshore finance center on the island;
Law 98 to create an offshore insurance center; Law 27 for film and creative services; tourism-related laws
74, 113 and 118; Law 83 for green
energy; Law 132 for housing; and

most recently Law 20 to incentivize
“every other conceivable service,”
Bacó said.
Two other laws look to stimulate
the move to Puerto Rico of highnet-worth individuals who are also
investors. One, the EB-5 law to draw
foreign nationals in exchange for a
green card, is a federal statute that is
now being promoted aggressively at
the local level, following the Fortuño
administration’s successful lobbying to make Puerto Rico a processing center. The other one, Law 22,
provides passive-income incentives
for new residents. (See last week’s
CB Front Page story.)
Of all, Law 20 serves as the backbone, as it covers virtually every
service segment and could therefore
lead to the greatest number of jobs.
Individuals who move to the island
through EB-5 and Law 22 may sign
up for Law 20 incentives if they establish service-export businesses, as
they are encouraged to do, Bacó explained. Likewise, banks and insurance companies that come in for Law
273 and Law 98 benefits will also be
signed up for Law 20.
Not only is Law 20 broader in
the eligible activities it covers, but
its incentives are extraordinarily
generous.
It reduces the local income tax
paid on service-export activity to a
flat rate of 4%, and gives a 100%
exemption of corporate dividends
from those projects, a 100% exemption from property taxes, and 60%
reduction in municipal license fees,
or patentes. Regulation 8313 also
extends tax benefits to income from
service-export earnings that are reinvested in the local eligible operation, invested in another business on
Continues on next page
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SME 2013 Conference
Puerto Rico Convention Center, April 3-5, 2013
PROGRAM - WEDNESDAY APRIL 3, 2013

11:00 am - 1:00 pm

Annual Assembly for SME Members

8:00 am - 6:00 pm
9:00 am - 11:30 am

Registration open
Conference Welcome Remarks & Guanín
Award

12:00 pm - 3:00 pm

Food Court at SME Networking, Learning
& Expo Center - Ballroom A (Educational
sessions at Theaters* & Exhibits)

Keynote Speaker: How to Win the War of
the Clones - Differentiation is Key for your
Brand’s Success by Aníbal Cortés, Strategic
Planning Director, Y&R Mexico – Ballroom B

3:00 - 5:00 pm

Simultaneous Sessions (choose one):

11:40 am - 4:30 pm

SME Networking, Learning & Expo Center
opens - Ballroom A (Includes educational
sessions at Theaters*, Exhibits and Food
Court)

1:00 pm - 2:30 pm

Student Chapters Leadership Session by
Alberto Flores, motivational coach

3:00 pm - 4:30 pm

Simultaneous Sessions (choose one):

Increase your sales applying Neuro-Linguistic
programming (NLP) by Patricio Herrera,
Society of NLP
The Role of Strategic Planners in the Digital
Era by Asociación de Agencias Publicitarias de
Puerto Rico
Sponsored by: ItzOnMe, LLC
5:30 pm - 10:00 pm

Social Activity at Terrace
Program subject to change | *Expo Theater Schedule will be
announced
787-773-5088 / smepr.org

How to Maximize your Sales using
Technology by Marco Casarín, Microsoft
The Toyota Case Study by Mario Dávila and
Nancy Navales, Toyota Puerto Rico
4:30 pm - 6:30 pm

Welcome Cocktail at SME Networking,
Learning & Expo Center

Board of Directors 2012-2013

Program - Thursday April 4, 2013

OFFICERS

8:00 am - 6:00 pm
9:00 am - 10:30 am

Veronique Descombes – President
President
Active Media Group Inc.

10:30 am - 5:00 pm

Registration open
Keynote Speaker: Communication
Revolution by Ryan Estis, Business
Performance Expert and Agent of Change
SME Networking, Learning & Expo Center
opens – Ballroom A (Includes educational
sessions at Theaters*, Exhibits and Food
Court)

12:30 pm - 2:30 pm

SME Power Lunch with Manuel Cidre,
President, Los Cidrines - Sponsored by
MassMutual Financial Group

3:30 pm - 5:00 pm

Simultaneous Sessions (choose one):
Winning Customer Loyalty by Félix Pola,
Franklin Covey
Innovative Projects in the Media
Sponsored by: MC-21
Panelists: Omaya Sosa, Noti-Cel; Michelle
Kantrow, News is my Business
Luisa García Pelatti, Sin Comillas; José Julio
Balmaceda, Biz Net Media

5:30 pm

10:30 am – 5:00 pm

Dr. Nélida Rivera – President Elect
Executive Director
Center Professional Development &
Special Events
UIPR

Suzette M. Jiménez
Vice President
MOP
María Elena Lampaya
Executive Director
SME Puerto Rico
Cristina Martínez
Public Relations & Events Promotion
Consultant

Roberto Trigos – Secretary
Research Director
America Teve

Kristen Quintero
Manager of Community Affairs &
Special Events
Caribbean Restaurants LLC

Fernando Nieves – Treasurer
Business Development Manager
Toyota Credit de Puerto Rico

Marisela Rivera
President
Relations Media Corp.

MEMBERS

Ricardo Rivera
Brand Manager
Puerto Rico Supplies

SME Power Cocktail at Ficus Café
Edwin Aquino
President
Anderson Research International

Program - Friday April 5, 2013
8:00 am - 6:00 pm
9:00 am - 10:30 am

Carlos A. Marchi Cuevas, CME –
former President
VP Sales & Marketing
El Día Directo

Lizette Del Río
Account Executive
El Nuevo Día

Registration open
Keynote Speaker: Consultative Selling Helping Clients Succeed! by Randal Harvey,
Franklin Covey

Alfredo Bultrón
Marketing Official
MaunaCoop

SME Networking, Learning & Expo Center
opens – Ballroom A (Includes educational
sessions at Theaters*, Exhibits and Food Court)

Esteban Colón
VP Customer Strategy & Services
COSVI Puerto Rico

Dorianne Solís
Groups Services
Humana
Yadira Torres
Assistant Sales Manager
Lamar Advertising Co.
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Continued from previous page

the island, or deposited in Puerto
Rico financial institutions.
The incentives are available to
companies already on the island,
as well as new ones coming from
outside, the former being a historic
departure from the practice of incentivizing only foreign and U.S.
mainland-based companies.
“It is a fantastic incentive,”
added veteran local attorney &
CPA Jorge Cañellas, of Fiddler
González & Rodríguez, who begins a one-year term as president
of the Puerto Rico Chamber of
Commerce in June.
“It’s not only significant because of the savings it brings
companies, but also because it’s
available to any locally owned
firm, so it breaks with the tradition of only incentivizing companies from outside,” Cañellas continued. “We’re doing everything
we can at the chamber to get the
word out and will do even more
as companies become aware of
the opportunity to grow outside
the island.”

The switch to private
promoters

Tying the arrival of new investors and service exporters to Law
20 will trigger the other huge innovation introduced by the law.
“It allows us to extend the incentives created by Law 20 to
private sector promoters,” Bacó
explained.
“From its very inception, the
law contemplated that in order
for Puerto Rico to fulfill its potential of becoming a world-class
services hub, the private sector
has to be involved in the promotional process more so than ever
before,” Pérez-Riera stated.
To enable private promoters,
the law created the Special Fund
for Export Development & Promotion Services, which in turn
led to a series of incentives under
Regulation 8315 of December
2012.
“It’s pretty clear that our department doesn’t have the resources to hire a large team of
promoters, so we have to rely on
incentivizing ones in the private
sector,” Bacó said.
Reg 8315 offers promoters up
to $1,500 for every job created
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and $0.001 for every $1 invested
in plant, property or equipment.
Law 20 also provides for what
has come to be known as the Promoter’s Exception—an exception, that is, to the law’s nexus
rule that prohibits a recipient of
incentives to have a nexus, as it
were, to other activities on the island. That provision extends the
same 4% tax rate offered under
the law to the service companies
themselves, but only on income
derived from the promotional
activity during the 12 months
prior to a company investing on
the island or starting operations
here.
Bacó is asking promoters, including leading professionalservices firms with affiliates
throughout the world, to pitch
several of these incentive laws
as a package.
“Not just anyone can be or
should pretend to be a promoter,” cautioned Torres Llompart,
speaking of the profile needed
to attract service exporters from
beyond the island. “The people
we need are highly seasoned and
connected. Ideally, they should
be current or former executives
and CEOs who are highly networked among the companies
we’re targeting—you know, the
folks who can pick up the phone
and get an appointment, and who
can then get on a plane and deliver a knock-out presentation,
people with relationships and
credibility.”
Reg 8315 enables yet another
break from tradition: the creation of an innovative nonprofit
organization to complement the
government’s traditional promotional role.
The group’s duties may include
the supervision of all private sector promoters, including a registry, a control mechanism to make
sure they don’t call on the same
clients, and marketing materials
for all promoters to use.
“This may become the perfect
vehicle to obtain a highly specialized, private sector-led entity
that may provide the quality of
service required if Puerto Rico is
to compete with promotional giants like Singapore,” Pérez-Riera
added. “If we can achieve this in
Continues on page 14

An offer you can’t turn down
Puerto Rico’s enticing Law 20 service-hub incentives offers bigger tax
breaks than Law 73*, more eligible
activities and a new incentive for private sector promoters

4% flat corporate rate
• O n all income derived from
service-export activities
• O n service-export income
•

reinvested in Puerto Rico or
deposited in local banks
3 % rate when gross income
is derived from “strategic
services”

100% exemption on dividends
• O n the distribution of all
earnings and profits

100% exemption on property
taxes
• F or selected services for first
five years
• 90%
 exemption after the first five
years

60% exemption on municipal
license fees (patentes)

20-year decree
• P rovides guarantee and stability
• Renewable for 10 years
Eligible Services

• Research & development
• Advertising

& public relations
• C onsulting (economic,
•
•
•
•
•

environmental, technological,
scientific, management,
human resources, information
technology and others)
A
 dvice on matters relating to
any trade or business
P
 rofessional services (legal,
accounting, audit and others)
S
 hared-services centers
(subcontracted to provide
services to many clients outside
Puerto Rico)
C
 ommercial arts & graphic
services
C
 onstruction-related
(production of drawings,
architectural and engineering

•
•
•
•
•
•
•
•
•
•

services, and project
management)
C
 entralized management
services (headquarters
operation or regional office)
E
 lectronic data-processing
center
D
 evelopment of computer
programs (software, cloud and
others)
T
 elecommunications (voice,
data and others)
Call centers
S
 torage & distribution centers
(equal to the logistics and
commercial-trade service under
Law 73 for the movement of
goods)
Educational & training services
Hospitals & laboratories
Investment banking & other
financial services
A
 ny other service at the
discretion of the Economic
Development & Commerce
Department

The incentives and eligible activities
apply to any company established in
Puerto Rico, whether it is an existing
Puerto Rico business or an international company based outside the island.
Private sector promoters may receive
the same tax incentives, but only on net
income derived within the 12-month
period prior to the establishment of
the promoted new business (meaning
either the start of construction of the
facilities, commencement of operations, or executing a contract to acquire or lease facilities in Puerto Rico).
Promoters also receive up to $1,500
for every job created and $0.001 for
every $1.00 invested in property, plant
or equipment.
*Law 73 is the Puerto Rico Industrial Incentives Act of 2008, originally designed to attract manufacturing
companies and later amended to cover
services as well. Law 20, a spin-off of
the services component, added eligible
services and enhanced the incentives.
Sources: The Puerto Rico Economic Development & Commerce Department and San Juan accounting/auditing firm Kreston TLSR.
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as a more suitable model. “They’re
way ahead of us, to be sure, and
the market around Singapore is far
bigger, but their strength lies in the
synergies and linkages we can also
create in Puerto Rico over time.”
During a recent visit to the Asian
city-state, CARIBBEAN BUSINESS
saw the service-export model firsthand (see Front Page, Sept. 20,
2012).
An alliance of government and
private-sector leaders huddled in the
late 1990s and decided to take Singapore’s already important service hub
to the next level. The government
expanded the number of promotional
offices to 59 and went all out, pitching Singapore to any company and
market that would listen.
The speedy results speak for them-

a bipartisan way with a long-term
view, we will have achieved something truly special.”

ADVANCED SERVICES
Promoter incentives apply to those
getting business from outside the island. For those focusing instead on
getting local service companies to
export, one analyst would point them
to those firms offering what he describes as advanced services.
Economist Joaquín Villamil, chairman of Estudios Técnicos, authored
a 2009 study that identified five large
categories of service firms on the
island: infrastructure and construction, information technology, business services, professional services
and quality-of-life services. When
Law 20 was later enacted, it included
these and others as eligible to receive
the tax benefits.
“We did the study to evaluate the
potential for local companies in the
new Cafta market,” Villamil said,
in reference to the U.S.-Central
America Free Trade Agreement.
“As it turned out, service providers
in Puerto Rico are far more advanced
than their competitors in the region,
and the same is true when we look at
other countries in Latin America.”
It was the same premise that led
to a highly successful initiative last
year by an alliance of local and
New York executives and government agencies—including the White
House and high-level federal and
New York state government executives—to create partnerships among
service companies in Puerto Rico
and their counterparts in New York to
penetrate the Hispanic market. (See
CB Front Page, April 12, 2012.)
A unique three-day summit (March
29-31, 2012) held in New York City,
initiated by then-Economic Development Secretary Pérez-Riera, brought
together 84 executives from 45 Puerto Rico firms with dozens of minority suppliers from the States to bid
on procurement contracts with many
New York State agencies. The goal
was for local companies to bring
their extensive expertise to the table
and collaborate with stateside counterparts that enjoy local connections
and market knowledge, but have
less experience and capital for large
projects.
As do most states of the union, New
York must set aside a percentage of
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company anywhere in Latin America
or the U.S. mainland,” Pérez-Riera
said.
As Puerto Rico attracts service
firms from outside and local ones
flex their muscles, the island could
create a critical mass of companies
interconnected among themselves,
with tentacles reaching into every
resource a company may need to do
business in the region. Companies
will know to call on Puerto Rico for
any of these services.
When told that Puerto Rico had recently enacted laws very similar to
theirs, one Singaporean banker sat
back and said, simply, “So go! All
you have to do is promote the heck
out of [them], as we did here. It’s
not very complicated. You will see
results rather quickly. We benefited

Millions

Local authorities know that very little
of this export volume (chart) is from
local companies, but they have little
clue how much of that is in services.
“It’s not even counted in official
figures,” said economist Joaquín
Villamil.

its contracts—20% in this case—
for minority- and women-owned
enterprises.
“We have a clear competitive advantage over minority incumbents
in the States and over companies in
Central and South America,” Villamil said. The region is home to 40
of the 423 emerging-market momentum cities identified by McKinsey
& Co. “The only thing standing between those markets and our companies is [the latter’s] will to grow.”

‘THINK BIG’
By becoming the leading service
hub in the region, Puerto Rico would
become, in effect, the Singapore of
the Americas, a reference to the
island-nation the size of the greater
San Juan area that has grown into
the leading service hub in Southeast
Asia.
“Panama and Costa Rica are moving in this direction as well,” Bacó
said. Yes, added Villamil, but “Puerto Rico has far greater potential, particularly because we’re part of the
U.S., and that gives us a significant
edge.”
The economist pointed to Singapore

selves. Bank assets in the country’s
offshore finance center jumped from
$270 billion in 2000 to $688 billion
last year. Exports by multinationals with hubs in Singapore, mostly
service-related, surged from $320
billion to $800 billion in the same
period. Singapore began the 2000’s
boom with 3.5 million people and
ended the decade with 5.3 million,
a stunning employment hike of 1.8
million—mostly workers and executives who moved to the island—an
estimated 500,000 in the same service-export segments Law 20 is now
targeting for Puerto Rico.
What Singapore and other such
hubs around the world have done
is create a “high density of complementary services in a single jurisdiction,” to offer, as it were, “a one-stop
shop for any service needed by any

from the growth in the Asian countries surrounding us, but you have
many and vast countries in Latin
America that are growing nicely,
and the U.S. [mainland] and Canada,
which will strengthen their recovery
soon. So you can’t go wrong.”
“The first thing you must do is allow yourselves to think big,” said
Tan Choon, deputy managing director of the Singapore Economic
Development Board.

THE MONEY TRAIL
The new government in Puerto
Rico may have gotten out of the gate
with a big fiscal mess that hinders
Singaporean-level accomplishments,
but Bacó is pressing ahead on
the development side with some
Continues on next page
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Forensic techniques step into the digital realm
E-discovery and similar methods being employed in many litigation cases;
data security awareness in Puerto Rico remains dangerously low
BY DENNIS COSTA

dennisc@caribbeanbusiness.pr

A

ll knowledge is stored somewhere, especially when it’s
through electronic means. Gone
are the days of wrongdoing parties
shredding incriminating documents
at late hours before the authorities
come knocking. Nowadays, all
it takes for a piece of evidence to
make it to court in many cases is
a personal computer and an expert
with the right know-how.
Digital forensic specialists essentially pry open the guts of computer
systems using scientific methods, to
gather information that isn’t readily visible or available. Instead of a
scalpel and saw, they employ elaborate software applications and techniques, with the importance of such
work steadily growing in prominence in various civil and criminal
legal cases.
However, awareness of such techniques and related data security issues remain at dangerously low
levels in Puerto Rico, judging by a
series of talks on the matter organized by BDO Consulting.
The advisory firm recently brought
in Michael Barba, managing director
for the company’s New York office
and a specialist in computer forensics and network incident response
practices. In that capacity, Barba has
taken part in domestic and international investigations affecting the
computer networks, resources and
intellectual property of numerous
Fortune 500 organizations.
Yet, despite the speaker’s acumen
and the importance of the issue, in
light of the ever-preponderant use of
electronic data storage, attendance
at the talks was far below what organizers expected. “It’s a dynamic
that worries us. Awareness on the
island is about 10% what it should
be,” said Eduardo Soria, Shareholder in Charge of Business Consulting
at BDO Puerto Rico.
Despite the apparent apathy from
some circles, digital forensics is
slated to become a bigger part of
the business landscape, as more
and more devices are connected to

Digital forensic experts can extract information from data storage devices such
as hard drive discs, even if said information has been deleted.

a given company’s internal network,
and potentially sensitive information is exchanged between various
locales, often without any proper
security measures.
“Nowadays, the average person
has seven types of computing devices at hand, which makes things a bit
more difficult when trying to identify an information leak [or another
type of breach],” Barba said, adding that forensic tools have evolved
along with the complexity of the
task. “We can identify the array of
devices a person uses by analyzing
only one of the devices. Apple iPhones are actually easy to analyze
because there are tools out there
for that, while an old-fashioned flip
phone is more difficult,” he said.
Digital forensic procedures are
more often employed in what is
called electronic discovery, or ediscovery, in which data deemed
relevant by attorneys in a legal
case is then extracted and gathered.
Different categories of digital forensic procedures exist, the main
ones being computer forensics and
network forensics. Cases prompting
the use of digital forensics run the
gamut from compromised trade secrets, patent infringements, product

liability and even issues of a more
personal nature.
“An individual wanted us to review information on a social media
site that showed he had sexual relationships with another individual
because of some allegations she had
presented. We didn’t find any information on the social media site
that supported him, so we carried
out digital forensics on his personal
computer and we were able to uncover communications between
himself and this particular individual showing the relationship was in
fact consensual. The information
wouldn’t have been found any other
way,” Barba said.
Common techniques related to
digital forensics include password
cracking and/or bypassing; data
recovery procedures that can bring
deleted files back from the abyss,
even those that are emptied from
the computer’s trash bin, and online investigations into social media sites and email message threads.
Regarding the latter, Solis said in
many high-profile cases, especially
those dealing with fraud and audit
irregularities, the time in which a
given email was sent between the
relevant parties matters more than

the actual content of the message.
Another particularly important
aspect of digital forensics involves
looking into a document’s metadata, which translates as “data about
the data” and includes information
such as the dates in which the document was saved or printed out, the
author’s name, and even hidden
document text.
In light of such advanced techniques, some wrongdoers may go
to extreme measures to cover their
tracks, on occasion even magnetizing their hard drives, effectively
wiping out any data. But such a
practice may be actually counterproductive. “One of the things I tell
clients is that the mere act of wiping
a hard drive to delete incriminating
documents can in itself count as incriminating evidence, [even if it is]
circumstantial,” Barba said.

“Nowadays, the
average person
has seven types of
computing devices
at hand, which
makes things a bit
more difficult when
trying to identify an
information leak.”
—Michael Barba, managing director
for BDO Consulting
New York office

There are also instances in which
digital forensic findings clear an
individual of any allegations, he
said. “In cases in which a company
accuses one of its employees of
wrongdoing, finding non-supporting
evidence to the accusations is equally as rewarding for the individual
as well as the company, because it
saves them from a wrongful termination lawsuit.” 䡲
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PrepaNet to break ground on $20 million headquarters next month
Prepa subsidiary to offer new services to businesses, aggressively expand offshore
BY JOHN MARINO

marino@caribbeanbusiness.pr

P

repa Networks LLC (PrepaNet)
will break ground on its new
headquarters in the Isla Verde sector
of Carolina this month, as the public corporation prepares to launch
through its partners a host of new
products for the Puerto Rico business community and to begin dramatic offshore growth.
The Puerto Rico Electric Power
Authority (Prepa) subsidiary will
invest $20 million in the new headquarters, located in the “super prime”
location in the middle of the fashionable tourist district, to create a facility modeled after Miami’s Nap of

feature commercial space on its first
floor, a four-level parking garage,
administrative offices for PrepaNet,
office rental space for its partners
and a new home for its cable station
on the third floor.
The facility will also provide a
data center, disaster recovery and
related services to technologically
sensitive companies renting space
in the facility, said Prepa Networks
Sales & Marketing Manager William Cuebas Rodríguez.
The idea is that the companies
could use the facility during natural
disasters or for backup and related
services. It will be outfitted with
physical and computerized security
systems, and will also feature back-

PrepaNet offers clients Puerto Rico’s most
robust fiber-optic network and international
coverage, which is set to get stronger in
coming years.
the Americas, which has been called
“one of the most significant telecommunications projects in the world.”
The facilities being developed at
the site of an old hotel school will
provide the corporation direct access to its submarine telecommunications lines connecting PrepaNet’s
fiber-optic system across the island,
with the rest of the world, and will
host its new cable station, the main
purpose of the project.
“This will allow us to efficiently
manage all the traffic from these international lines for new services or
expansion of services. That is what
we are looking for. We are going to
export services. That is the bottom
line,” said PrepaNet General Manager José Casillas.
“We are expecting an increase
in international services of at least
45% after 2015. We are offering all
the services we can from our current
cable station. This project will eliminate barriers to current growth,” he
added.
The three-story headquarters will

TO THE ISLAND

PrepaNet General
Manager José
Casillas says
PrepaNet’s
success is a “winwin” situation
for Puerto Rico
because this helps
drive economic
development, while
stabilizing energy
costs.

The headquarters will be the first
real home for PrepaNet since its
founding in 2004 to commercialize the excess capacity of Prepa’s
fiber-optic system, which runs atop
its power system, and sends profits to Prepa to help bring down the
cost of energy. Last year, PrepaNet
paid the government’s power utility
some $2 million, officials said.
“The technology has advanced
so much that we can do more with
less, and we are commercializing
the excess capacity of the fiber-optic
network,” Casillas explained.
The Prepa fiber-optic network is
the “most robust” in Puerto Rico, and
is the only one with connections to

Vieques and Culebra. The core network has sufficient capacity for the
next 25 years, and the corporation is
making a “substantial investment”
to build out its “capillaries” so that
it can reach hospitals, universities,
medical facilities, government offices, office centers and other facilities demanding high-tech communication connections. It invested $3.2
million in this endeavor last year.
In addition, PrepaNet has purchased portions of the submarine
telecommunication cables that link
Puerto Rico to the U.S. mainland

up generators, cisterns and advanced
computer backup systems.
The project’s first phase should be
ready by summer 2014, but it will
take an additional year to move the
cable station from its current nearby
location, Cuebas Rodríguez added.

BRINGING NEW SERVICES

and the rest of the world. The corporation has its own facilities in New
York and Miami, and has made
strategic alliances with other partners to provide global coverage to
its clients.
In recent years, PrepaNet has
also developed a WiMax wireless
system, which provides additional
coverage for clients.
Its main business has been
“wholesale telecommunications,”
leasing out its network for clients,
who package the service and sell
it to business or individual clients.
PrepaNet has about 50 clients, and
90% of them are telecommunications providers.
While keeping its successful focus
as a wholesaler, PrepaNet will now
begin offering new service options
for the business community, which
will be handled by the local telecom
providers using its infrastructure.
Over the next few months, PrepaNet partners will be offering computer cloud services, backup and disaster recovery and other new services.
The corporation can purchase these
services from the U.S. at wholesale
rates for their clients, many of them
small and midsize businesses that
don’t have the capital to make the
necessary investment in providing
these services directly.
This will enable small and midsize providers to enter this market
without making a significant investment. It gives them the opportunity
to compete against companies such
as AT&T or Claro when normal
conditions wouldn’t allow this, PrepaNet officials said.
PrepaNet officials also underlined
that while some of these services
can be purchased through international carriers, as a local company,
all its profits are invested in Puerto
Rico’s economy.
“Bringing these new services will
spur economic development on the
island by helping these smaller
businesses grow and create the jobs
we really need,” Casillas said. “At
the same time we help the economy, all the money we earn goes
to Prepa to help stabilize the price
of energy in the country. This is a
win-win situation.” 䡲
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big thinking of his own, focused
on the joint promotion of these
service-export laws already on the
books, mostly from the previous
administration.
One of Bacó’s first challenges was
dealing with the government’s existing export-promotion structure. In
Puerto Rico, the task of promoting
exports has traditionally been in the
hands of the Puerto Rico Commerce
& Export Co. (CCE by its Spanish
initials), one of the three principal
agencies under Bacó’s DDEC, the
other two being the Puerto Rico Industrial Development Co. (Pridco,
in charge of manufacturing) and the
Tourism Co.
The CCE also covers the growth of
small businesses on the island, which
is why it became the lead agency for
the administration’s Jobs Now Act
incentive program.
But as reported in CARIBBEAN
BUSINESS on the March 7 Front
Page, the agency has been plagued
by inefficiencies and a small budget
that has hindered its export promotion over the years. Pridco, meanwhile, had never focused on anything other than attracting exporters from overseas, and then mainly
manufacturers.
That equation seems to be changing. The previous administration
placed Law 20-driven export promotion in Pridco’s hands in part because
of its experience with tax-exemption
decrees, and Bacó has followed the
lead, which makes sense considering
it is essentially the same thing Pridco
has always done, but focused on services instead of manufacturing.
But the DDEC hasn’t granted Law
20 the promotion funding historically enjoyed by manufacturing. “That
is all under analysis,” Bacó said.
For the time being, he said, Law 20
will rely on the special export fund
mentioned earlier, which is starting
out with a $10 million purse that
will come from collections on the
4% tax imposed by the legislation,
plus an undisclosed chunk siphoned
from the other agencies, and monies
reassigned from the DDEC’s administrative budget.
The fund will not only pay for the
private-promoters incentives, but
may also be used by the DDEC to
cover expenses and incentives related to promoting service exports

15
in other ways.
“At some point, though, we have
to return to the big-time advertising
and marketing we used to do to promote manufacturing in the 1960s and
1970s in such global magazines as
The Economist, Businessweek, Fortune and Forbes,” Bacó said. “That’s
the high profile we must have to bring
in even more service exporters than
the team of private promoters would
be able to do on their own.”

164 OFFICES
Fortunately for Bacó, Puerto
Rico can call on a certain friend to
boost this economic-development
strategy.
The federal Commerce Department’s Commercial Service office
exists to help companies in every
state and territory—which by definition are U.S. companies—export
their goods and services everywhere
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any service exporter can use, some
for a fee, most for free. Singapore
may have 59 offices, but “through
us, Puerto Rico has 164 offices in
80 countries,” Burgos said, including every country in Latin America
and the Caribbean, except Cuba and
Venezuela.
“Our presence here, given that
Puerto Rico is part of the U.S.,
should be sold as a plus to companies
comparing Puerto Rico with Panama
or any other country,” he added.
“We use them often and have
found their services and resources
extremely valuable and efficient,”
said Torres Llompart, whose firm
recently established a partnership
with Washington, D.C.-based Manchester Trade Ltd. precisely to help
local companies export.
To be sure, Burgos is the first to
admit that, while helpful, the Commercial Service’s offices can’t of-

The U.S. Commercial Service
helps any exporter with offices
in Puerto Rico with such services
as market intelligence, contacting
prospects, setting up appointments,
office and chauffer service on site,
trade missions and events, logistics,
financing, licensing, regulations,
legal and accounting matters,
navigating U.S. free-trade deals
(which include Puerto Rico),
and more.

Source: P.R. Economic Development &
Commerce Department

except the U.S. itself.
“Our mission is very clear,” said
José Burgos, the Commercial Service’s director in San Juan. “We help
any company established in Puerto
Rico export its products, including
companies with headquarters in foreign countries setting up an operation here.”
That is no small matter. The U.S.
Commercial Service offers an impressive menu of resources that

fer everything Puerto Rico’s or any
state’s own offices are able to do.
The CCE only has export-promotion offices in Costa Rica and the
Dominican Republic, with plans
to open at least two others: one in
Brazil and another in either Peru or
Colombia, said agency Executive
Director Francisco Chévere. “We’re
evaluating those locations and others, and will make an announcement
in the coming weeks.”

MASTERING NEW
TRADE DYNAMICS
No matter which office they use,
companies setting up in Puerto Rico
to export their services would be
well advised to seek out all the help
they can to navigate the recent and
still ongoing transformation in the
trading of goods and services.
“There has been a quiet revolution
Continues on page 16
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TELECOMMUNICATIONS

Continued from page 15

in trade and export in recent years,”
Villamil said, “and now that we’re
moving aggressively to turn this into
one of Puerto Rico’s new development pillars, we would be well advised to master these trends.”
Starting with e-commerce, or the
conduct of trade via the Internet. “If
you don’t have a robust web presence,” added Burgos, “don’t even
bother getting into exports.”
Digital trade has become ubiquitous. Not only can a company sell its
products and services to any market
on the planet, but of equal importance, it can now purchase from anywhere as well.
To sell, there is digital marketing,
which begins with the right online
design and merchandising, and extends to advertising, search programming and social-media management
to build the relationships so vital in
the services field. Interested in penetrating Brazil or Quebec? Design
a version of your website in each
language, Portuguese and French,
respectively, and adjust the merchandising and sales pitch to respond to
the needs of those consumers.
To buy, you may either install one
of the many digital supply-chainmanagement programs available in
the market or subscribe to a cloud
service offered by the likes of Salesforce, IBM and Oracle, which facilitate purchasing from all countries,
currencies and languages.
“Internet trade has been so finetuned that any company can do it
now, no matter the size or service
offered,” Villamil said. “The beauty
of selling services online is you can
do it from anywhere—your office,
home, hotel or coffee shop. Law 20
requires that your homebase be Puerto Rico, but you’re selling an intangible produced by your mind, so you
can deliver it wherever you happen
to be. And it can be done 24/7 any
day of the year. The Internet never
sleeps.”
Another recent export trend is the
growth of multicompany networks
in a single supply chain. “The dominant model in the economy used
to be vertical integration, where a
company insisted on having under
its own roof the many divisions it
needed to deliver its product,” the
economist continued.
“Today, there is far more

33

CB APRIL 4, 2013

Claro teams up with FCC on
broadband adoption initiative
Program aims to reduce digital divide; company also
opens customer service center in Guayama
BY DENNIS COSTA

dennisc@caribbeanbusiness.pr

C

laro will become the first telecom
carrier in Puerto Rico to provide
subsidy-based Internet access as part
of the Federal Communications Commission’s (FCC) Broadband Adoption Lifeline Pilot Program, company
executives announced yesterday.
The Claro program, called Internet
para Todos (Internet for Everyone),

development in Mexico City held its
seventh meeting, during which [telecommunications tycoon and Claro
owner] Carlos Slim described broadband as our civilization’s nervous
system. It’s a position we all agree
with,” Ortiz de Montellano said.
The FCC established its Broadband
Adoption Lifeline Pilot Program after various studies identified digital
awareness, relevancy and cost as the
three main barriers to Internet adop-

Chart supplied by the P.R. Economic Development
& Commerce Department

outsourcing, and that has created
complicated linkages across countries and regions that a company must
know how to navigate if it wants to
play the game. The challenge for a
company, and for a government trying to help its companies export, is to
identify those networks and supply
chains and insert itself.”
That takes what Villamil calls strategic global intelligence, a skill set
he hasn’t found in any local government agency. “That’s something that
will have to be provided by someone
in Puerto Rico if our companies are
to succeed in exporting services in
the region.” If not the government,
can academia fill that void? “Sure,
that would be a great alternative.”

‘HISTORIC OPPORTUNITY’
One tool that would help is the
World Trade Center (WTC), a nonprofit networking association of exporters with 300 offices in 90 countries, according to its website.
The Puerto Rico WTC was originally shepherded by the CCE, with
its own building planned for the
Convention Center District, but lack
of funds, attention and members led
to the demise of the whole idea.
“Nothing happened,” said Torres

Llompart. “But hey, now that we’re
moving on exports with these new
laws, maybe it’s time to revisit the
initiative and get it going.”
Multinational companies, as it
happens, come with sizeable export
teams that master Villamil’s trade
trends and know how to deploy the
vast resources available, like the
U.S. Commercial Service, to penetrate McKinsey’s growth-mo cities
and take advantage of “the greatest
growth opportunity in the history of
capitalism.”
Local service firms don’t have that
luxury. Lacking their own internal
experts, they must rely instead, particularly during this early learningcurve stage, on external resources or
on hiring a trade team.
Such local universities as Turabo,
InterAmerican, the University of
Puerto Rico, and Católica, Burgos
said, have “sound export programs,
but most of those students end up
doing something else or moving to
the States because companies aren’t
hiring. So, the local talent is there.
Hopefully, as the new laws create the
need, the talent will find its way to
the exporters, be they locally owned
companies or outside firms with a
need to hire local talent.”

Local managers, he added, “aren’t
good at following up. It’s extremely
frustrating. They go to these trade
missions, tell CCE they will sell millions of dollars, which CCE then publishes as if the sales had already happened, and then they fail to follow up
and the sales never materialize. They
need to be taken by the hand through
the entire process. That’s what we try
to do with the companies we work
with directly, but that’s only a few
dozen companies. If Puerto Rico is
to truly become a thriving serviceexport hub that helps local companies grow tremendously in these
foreign markets, they will have to
stop making excuses and get with
the program.”
Otherwise, as happened with manufacturing, the bulk of the growth
will be in the hands of U.S. mainland-based and foreign firms.
“That’s not necessarily a bad
thing,” Burgos concluded. “But these
laws, especially Law 20, give us the
historic opportunity to spread the
wealth, so we should do everything
we can to make that happen.” 䡲

See Editorial on page 18

Claro recently inaugurated a customer service center in Guayama.

seeks to increase Internet adoption
among low-income communities and
citizens living on government welfare, with the FCC having recently
granted Claro’s request to participate
in such a process.
As part of the initiative’s first stage,
Claro will provide qualified clients
a tablet with cellular Internet access
with speeds of about 2 megabits per
second (Mbps), unlimited calls in
Puerto Rico and a 1 megabyte upload
cap starting at $24.74 a month. Other
plans will eventually be added.
“This new initiative is aligned with
our commitment to bring telecommunication services closer to people
by bringing subsidy-based Internet
access to those who need it most,
along the way reducing the digital
divide,” said Claro President & CEO
Enrique Ortiz de Montellano.
The Claro CEO went on to stress
the importance of broadband adoption and its role in economic development. “Barely two weeks ago, the
Broadband Commission for digital

tion. Similar studies have pointed
out the role broadband can play in
a country’s prosperity and competitiveness, with others going so far as
to consider broadband a universal
human right.
Beneficiaries of the yearlong program must be participants in social
welfare programs such as Section 8,
the Nutritional Assistance Program
(PAN by its Spanish acronym), Medicaid and others.
“We thank the FCC for placing its
trust in us; it is an honor for us to
be agents of change and progress for
thousands of Puerto Ricans, as well
as an important part of the island’s
economic development,” the Claro
CEO concluded.
In other Claro news, the company
recently inaugurated in Guayama its
latest customer service center. At
the establishment, in Plaza Guayama shopping center, customers can
access all Claro services, as well
as experience its device offerings
firsthand. 䡲
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McKinsey & Co.: To export, target
growth-momentum cities

GUIDE TO LOCAL FIXED GROWTH IRAS
(Listed by

in Alphabetical Order by Institution)

Institution
Telephone/Fax
Internet Address

IRA Product

Nominal Interest

Term/Yield

Tax-Exempt
Interest

Compounding/
Crediting
Frequency

Minimum
Deposit

Asociación de Empleados del
Gobierno de Puerto Rico
(787) 641-4433 / (787) 641-4425
www.asociaciondeempleados.com

IRA AE Exenta

1 year: 1.35%
2-3 years: 1.85%
4-5 years: 2.25%
6-9 years: 3.00%
10 years: 3.25%

1 year: 1.36%
2-3 years: 1.87%
4-5 years: 2.27%
6-9 years: 3.04%
10 years: 3.30%

Yes

Daily/
Quarterly

$250

IRA Anticipo AE Exenta

Term N/A: 1.50%

Term N/A: 1.51%

Yes

Daily/
Monthly

$21

IRA Roth AE Exenta

1 year: 1.35%
2-3 years: 1.85%
4-5 years: 2.25%
6-9 years: 3.00%
10 years: 3.25%

1 year: 1.36%
2-3 years: 1.87%
4-5 years: 2.27%
6-9 years: 3.04%
10 years: 3.30%

Yes

Daily/
Quarterly

$250

IRA 60 AE Exenta

Term N/A: 1.50%

Term N/A: 1.51%

Yes

Daily/
Monthly

None

1 year: 0.65%
2 years: 0.90%
3 years: 1.00%
5, 7, 10 years: 1.40%

1 year: 0.65%
2 years: 0.90%
3 years: 1.00%
5, 7, 10 years: 1.41%

No

Daily/
Monthly

$500

IRA Exenta Popular

3 years: 0.90%

3 years: 0.90%

Yes

Daily/
Monthly

$500

IRA Flexible Popular

Term N/A: 0.25%

Term N/A: 0.25%

Yes

Daily/
Monthly

$200

1 year: 0.65%
2 years: 0.90%
3 years: 1.00%
5, 7, 10 years: 1.40%

1 year: 0.65%
2 years: 0.90%
3 years: 1.00%
5, 7, 10 years: 1.41%

Yes

Daily/
Monthly

$500

IRA Regular Exenta

3 years: 2.96%

3 years: 3.00%

Yes

Daily/
Monthly

$300

IRA Regular No Exenta

1 year: 1.98%

1 year: 2.00%

No

Daily/
Monthly

$300

1 year: 0.649%
2 years: 0.897%
3 years: 1.102%
4 years: 1.153%
5 years: 1.205%

1 year: 0.65%
2 years: 0.90%
3 years: 1.11%
4 years: 1.16%
5 years: 1.21%

Yes

Daily/
Quarterly

$1,000

1 year: 1.00%
2 years: 1.50%
3 years: 1.75%
5 years: 2.00%

1 year: 1.00%
2 years: 1.51%
3 years: 1.76%
5 years: 2.02%

Yes

IRA Passbook

1 year: 1.00%

1 year: 1.00%

Roth IRA

1 year: 1.00%
3 years: 1.75%

CD IRA

Banco Popular de P.R.
(787) 751-9800 / (787) 763-1102
www.popular.com

IRA Regular

Roth IRA

Coop. de Seguros de Vida (Cosvi)
(787) 751-7373 / (787) 772-4167
www.cosvi.com

Doral Bank
(787) 474-6165 / (787) 474-6909
www.doralbank.com

IRA Doral

FirstBank of Puerto Rico
(787) 729-8200 / (787) 729-8007
www.firstbankpr.com

IRA CD

Oriental Financial Group Inc.
(787) 620-0000 / (787) 771-6879
www.orientalonline.com

Scotiabank de P.R.
(787) 766-4999 / (787) 622-5022
www.scotiabankpr.com

Universal Life Insurance Co.
(787) 706-7095 / (787) 625-7379
www.universalpr.com
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Tijuana
Monterrey
Guadalajara
León
Queretero
Villahermosa
Cancún
Mexico City

DOMINICAN
REPUBLIC

Santo Domingo

BY ALEX DÍAZ
ÍAZ

Quarterly/
Quarterly

$500/$1,000

Yes

Quarterly/
Quarterly

$40/$100

1 year: 1.00%
3 years: 1.76%

No

Quarterly/
Quarterly

$500

1 year: 0.75%
2 years: 1.25%
3 years: 1.30%

1 year: 0.75%
2 years: 1.26%
3 years: 1.31%

Yes

Daily/
Quarterly

$250

Annuity IRA

3 years: 1.30%

3 years: 1.31%

Yes

Daily/
Quarterly

$250

CD IRA

1 year: 0.90%
2 years: 1.00%
3 years: 1.15%
4 years: 1.25%
5 years: 1.50%

1 year: 0.90%
2 years: 1.00%
3 years: 1.15%
4 years: 1.26%
5 years: 1.51%

No

Daily/
Quarterly

$500

CD Roth IRA

1 year: 0.90%
2 years: 1.00%
3 years: 1.15%
4 years: 1.25%
5 years: 1.50%

1 year: 0.90%
2 years: 1.00%
3 years: 1.15%
4 years: 1.26%
5 years: 1.51%

Yes

Daily/
Quarterly

$500

Universal Fixed IRA

1 year: 1.20%
3 years: 1.30%
5 years: 1.75%

1 year: 1.20%
3 years: 1.30%
5 years: 1.75%

Yes

Daily/
Daily

$500

N/A - Not Applicable
Early withdrawal of account funds may result in penalties imposed by the institutions and/or the Treasury Department.
Interest rates are subject to change. Check with each institution for further information, including special offers.
Unless otherwise noted, all information was supplied by the companies & their websites.
Research by Erica Sánchez
Copyright © 2013 CARIBBEAN BUSINESS
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alex@caribbeanbusiness.pr
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COSTA RICA

T

hat’s growth-mo, as in growth momentum, the
phrase
se coined by global consulting firm McKinsey & Co. to refer to the 600 cities responsible
for most global growth between now and 2025, a
short 12 years from now.
Of these,
e, the firm identified 577 with a population of less
ss than 10 million people—called middleweight
ht cities, as opposed to megacities with
more thann 10 million—that combined will generate about halff of all global growth.
The key
y metric that distinguishes these middleweight cities
ities from the rest is an unusually rapid
leap in per-capita
er-capita income, and McKinsey advises
companies
es to export their goods and services in
those cities,
es, where firms can get the biggest bang
for the buck.
uck.
“They represent two-thirds of a company’s revenue growth,”
wth,” said the consultancy in its 2012
study “Urban
rban world: mapping the economic power of cities.”
es.”
That’s where consumers and businesses start
using their
eir newfound purchasing power to buy
goods andd services, and establish long-term brand
loyalties and relationships. By contrast, “only 4%
of revenuee growth comes through gaining share in
existing or mature markets,” because consumers
there are already locked in to preferred brands.
So here’s
’s a trick question: Would you rather use
Puerto Rico’s
ico’s Law 20 to export your services to
cities responsible
ponsible for 66% of your revenue growth
or those generating 4% of your growth?
McKinsey
sey also advises governments to focus on
growth-mo
mo cities when helping their companies
grow overseas.
erseas.
“They need to move away from networks of
embassies
es designed around the world as it was in
the 20th century, to identifying which cities are
likely to shape the 21st.”
The map
ap shows the 40 growth-mo cities identified by McKinsey in Latin America, 20 of which
are in Brazil. Some are well known. Most are
newcomers to the global export scene. 䡲

San José

VENEZUELA
Caracas

PANAMA

Panama City

PERU
Lima

BRAZIL

CHILE

Concepción
Viña del Mar
Santiago

URUGUAY

Montevideo

ARGENTINA
Córdoba
Rosario
Buenos Aires

Puerto Alegre
Aglomeraco
Florianopolis
Catarinense
Curitiba
Baixada
Sao Jose
Sorocaba
Campinas
Vale de Paraiba
Campos dos
Goytacazes
Belo Horizonte
Grande Vitoria
Ribeirao Preto
Uberlandia
Salvador
Manaus
Brasilia
Sao Paolo
Rio de Janeiro

