
DEFUSING THE 
PENSION TIME BOMB 

Last week, García Padilla sought 
to reassure bond investors and Wall 
Street analysts that he will make the 
tough decisions needed to defuse the 
ticking time bomb in Puerto Rico’s 
public pension system. However, he 
said concrete details on his plan to 
close a more than $37 billion un-
funded pension liability would have 
to wait until after he takes offi ce in 
early January. He reiterated that re-
medial actions couldn’t be “poison-
ous to the people.”

Transition-committee members 
acknowledged that while it will take 
years of commitment to resolve the 
situation, they need to act swiftly 
and assuredly to show Wall Street 
investors and ratings agencies that 
they are suffi ciently serious about 
resolving the situation. 

García Padilla said “there is no 
silver bullet, no single decision that 
will fi x this problem,” and that his 
administration, “with the input of 
expert advisers,” will help create a 
multipronged solution.

The unfunded liability of the gov-
ernment’s public pension funds now 
totals $37.3 billion. Most of the li-
ability stems from the main Gov-
ernment Employees’ Retirement 

System fund, which stands at $25.45 
billion, while the teachers and the 
judiciary retirement funds have an 
unfunded liability of $11.44 billion 
and $382,776, respectively.

While the current administration 
extended the life of the pension 
system by seven years through in-
creased employer contributions and 
other steps, incoming offi cials said 
the moves were too “timid” to allay 
Wall Street concerns. 

Vila Biaggi, co-chair of García Pa-
dilla’s transition committee, said the 
moves brought “moderate relief” to 
the system, but that more substantial 
action was needed to improve the sit-
uation on a more permanent basis.

“The transition hearings have 
shown the very fragile condition of 
the retirement systems. The mea-
sures gave moderate relief to the 
system but weren’t forceful enough 
to fi x the problem on a long-term 
basis,” she said.

Vila Biaggi said the problem re-
quired “urgent, creative and pro-
found” action and pledged that the 
incoming administration would take 
such action. She said the economic 
development alternatives would be 

used to help meet the challenge. 
Chafey, the banker, talked exten-

sively about the need to allay Wall 
Street concerns and show that Puer-
to Rico is serious about resolving 
this problem. “Medicine will be re-
quired. We need to fi nd sources for 
hundreds of millions of dollars over 
the next several years. The money 
will have to come from somewhere 
for the pension funds,” he said.

Transition-committee members 
appeared open to undertaking fi nan-
cial transactions to bolster the pen-
sion funds. Attorney José A. Andréu 
Fuentes, another member of the in-
coming administration’s transition 

team, questioned offi cials regard-
ing the positive return of a portion 
of the Pension Obligation Bond 
(POB) investment strategy that was 
only partially carried out because 
of market conditions and other 
factors. However, CARIBBEAN 
BUSINESS sources have cast doubt 
on whether a POB could be sold in 
bond markets, considering the fi -
nancial deterioration of the pension 
funds.

Other options include employee-
contribution hikes, benefi t cuts, new 
taxes and a proposal to open the 
system to private participants. �
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Alberto Bacó Bagué (left) and Salvador Antonetti Zequeira, above, have both emphasized that the incoming administration 
will look to spur economic development as a way of improving government fi nances. Below, Prasa chief José Ortiz, 

testifying before the transition committee, recommended making public corporations self-suffi cient, 
living off their own revenue and not central government subsidies.
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During 2012, the Puerto Rico Small Business 
Technology Development Center (P.R.-

SBTDC) has been celebrating 15 years serving 
Puerto Rico’s small-business community. “We 
are very excited by the recent high-impact results 
of our clients as is refl ected in the Association of 
Small Business Development Centers’ [SBDC] 

National Impact Study for Puerto Rico,” said Car-
men Martí, P.R.-SBTDC executive director.

The P.R.-SBTDC is a U.S. Small Business 
Administration (SBA) funded program through 
a cooperative agreement with Universidad 
Interamericana de Puerto Rico as host institution, 
to establish the SBDC program in Puerto Rico to 
assist the small-business community. The SBDC 
program is the SBA’s largest matching grant-
funded program, providing one-on-one quality 
services to small businesses.

There are 63 programs that include more than 
1,300 service centers. The SBDC program links the 
resources of federal, state and local governments 
with needed resources to provide services. The 
SBDC offers business counseling and training 
programs, informational tools and other services 
to small businesses to contribute to the SBA’s 
economic-development goals and objectives, as 
well as its respective service region and local 
partners in the region.

The P.R.-SBTDC is designed to provide high-
quality and high-impact business counseling 
and training programs to small businesses and 
nascent entrepreneurs (pre-ventures) to promote 
growth, innovation and exports. The focus is to 
strengthen business models to ensure increased 
productivity and improved management. The effort 
is facilitated through 10 offi ces across Puerto Rico, 
with resources and certifi ed consultants serving 
clients one-on-one to identify and meet regional 
needs and global opportunities.

Since 1997, on a nonfee basis, the P.R.-SBTDC 
has been providing one-on-one, confi dential 
consultation and guidance services. It assists clients 
with business planning for start-ups and established 
businesses for expansion, fi nancial management 
for owners’ understanding and decision-making, 
developing fi nancial packages and projections 
(scenarios), and awareness of credit practices and 
requirements, including those of the SBA, other 
federal and local government programs.

The P.R.-SBTDC’s senior leaders and 
professional staff are all highly committed 
to continue serving the needs of the small-
business community with high-quality services 
and multidisciplinary business-solution models 
to ensure small business’ high impact through 
growth, innovation and export for Puerto Rico’s 
future economic sustainability. Small businesses 
are the engine of today’s economic development. 
“Our entrepreneurs’ testimonies are our greatest 
rewards and satisfaction,” Martí stated.

Over the past four years, the P.R.-SBTDC has 
served more than 7,500 clients, providing in excess 
of 82,000 hours of counseling services. This effort 
has resulted in an increase of more than $422 million 
in sales and the creation or preservation of 8,671 
jobs. Sixteen SBA and national business winners 
have been served by the P.R.-SBTDC. At the P.R.-
SBTDC, “small business is big business.” �

 P.R.-SBTDC celebrating 15 years of small-business success


