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Flat as a pancake
Our front page story this week confirms the grim prospects we

announced in our Economic Outlook 2006 (CB Jan. 26): growth of the
local economy this year will be virtually nil. “But wait”—you’ll say—
“your front page story this week is on advertising!” Precisely.

As long-time CARIBBEAN BUSINESS readers know, there’s no bet-
ter weathervane of short-to-medium-term economic activity than the
advertising industry. Advertising budgets, which are usually prepared
well in advance, reflect the expectation of the advertiser with respect to
economic activity in his or her industry six to 12 months down the line.

In other words, if a retailer expects there will be brisk business come
Mother’s Day, it will tell its advertising agency to prepare and deploy
the necessary resources to make the most out of that expected business.
But, if the advertiser believes his business will be down this year, one of
the first line items he will usually—and mistakenly—cut is advertising.

It’s not a question whether he should or not—that’s another issue. Big
savvy companies with deep advertising pockets know not to cut adver-
tising during a slow economy in order not to lose market share and,
hopefully, even to pick up some from less visionary or financially
weaker competitors. Be that as it may, the fact is that most advertisers
cut budgets dramatically when they know the sales will not be there dur-
ing the year to support the advertising investment.

Bottom line: As the advertising industry goes, so goes the economy.
And industry experts told us this week that what they see for the year
ain’t pretty. They say the measly 1% growth projected for 2006 won’t
even make up for the 2.7% drop the industry experienced in 2005. In
fact, 1% growth will be eaten up by inflation, so you could say that the
advertising industry is expected to actually shrink this year. Again!

That forecast comes ominously close to the consensus of local econo-
mists we published a couple of months ago that pinned local economic
growth this year somewhere between 1% to 2%.

That’s no growth. That’s an economy that’s looking more and more
like a pancake. �

BY CLARENCE PAGE

Fate is indeed fickle. Who would
have guessed that in this year’s Oscar
voting Brokeback Mountain, a fine,
risky movie about a gay love affair,
would surge ahead of Capote, a
movie about a gay celebrity journalist,
only to be edged out for the Best
Picture Oscar by a fine, yet risky
movie about racism?

Is this a sign of our times, or what?
If conservatives needed any evidence
that liberal impulses have taken over
the Motion Picture Academy, this is
it. Right? 

But, alas, in some folks’ minds,
every silver lining has its cloud.
Instead of celebrating, many disap-
pointed fans of Brokeback Mountain
are singing the blues, charging that
their favorite flick was denied its
rightful Oscar by… guess what?

“I think that’s an absolute horror,”
Brad Bruner, a leader in the Golden
State Gay Rodeo Association, told the
San Francisco Chronicle. “It’s an
outright sign of homophobia in our
country. (Crash) won no awards
before this. It makes me sick.” 

That’s right. “Homophobia.” There’s
just no pleasing some folks. Critic
Kenneth Turan expressed similar sen-
timents in the Los Angeles Times,
writing that “Crash provided the 
perfect safe harbor” for those who
were “discomfited” by Brokeback
Mountain but wanted to “feel like
they were good, productive liberals.” 

Nevertheless, liberal optimist that I
am, I think it says something quite
positive about the progress of this
country’s common culture that a
movie as edgy about race and ethnic-
ity as Crash would be viewed as a
“safe” choice.

The best movies—whether they’re
set in the past or in the future—try to
tell us something significant about the
way we live now. With that in mind, I
think the Academy made the right
choice with Crash, a small movie that
dared to grapple with America’s most
vexing perennial problem, the heat
beneath its melting pot.

Crash director Paul Haggis started
writing the movie after he and his
wife were held up by two black
youths on a Los Angeles street, and
his passion shows on the screen. Yet
the script tries to allow no precon-
ceived notions about race—liberal or
conservative—to go unchallenged.

His ensemble cast creates arche-
types, then contradicts their stereo-
types in multiple interlocking stories
of whites, blacks, Latinos, Koreans,
Iranians, cops, criminals, the rich, the
poor, movers and shakers and those
who get moved and shaken. Haggis,
who also won top writing honors last
year for Clint Eastwood’s Million
Dollar Baby, surprises us with charac-
ters whose inner natures contradict
their outer appearance, good or evil,
making them as complicated and
inexplicable as people we know in
real life.

Crash presents today’s intergroup
conflicts in a way you seldom see on
the news, as outer expressions of
inner, personal pain. It’s not a perfect
film. Its drama often grows out of
outlandish coincidences, as if L.A.
only had a couple of dozen people liv-
ing in it. But, the same could be said
of many of Charles Dickens’ tales. 

“Crash” tells us a lot about this
year and these times, in which old
prejudices have not disappeared as
much as they’ve gone global, taking
in new ethnic fears, suspicions and
resentments. 

Hollywood usually follows movie
mogul Sam Goldwyn’s mantra: “If
you want to send a message, use
Western Union.” When Best Actress
winner, Reese Witherspoon, quoted
June Carter Cash saying, “I’m just
trying to matter,” she might well have
been speaking for what Hollywood
shows off at awards time. No one can
say for certain whether message
movies like Crash or Brokeback
Mountain matter in the long run, but I
hope they do. �
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A Brokeback backlash 
against Crash

We were very unsettled by the revelations in our insurance story this
week. According to the deputy insurance commissioner, individuals and
companies in the insurance and financial services sectors on the island
may be right now unwittingly operating in violation of the Puerto Rico
Insurance Code.

That’s following the enactment of Law 10, which totally revamped
Chapter 9 of the Code to include a whole slew of new requirements and
restrictions. The law went into effect immediately, without any kind of
transitional period, effectively putting scores of individuals and compa-
nies in violation of the law. The situation is so crass that the Office of the
Insurance Commissioner candidly admits that it “could not responsibly
enforce” the law as written without giving the affected parties “fair
warning” about the full extent and effect of the new law’s provisions.

Furthermore, the P.R. Bankers Association says it will seek to repeal
elements of the law that so severely restrict the ability of the financial
services industry to transact insurance business that the local law may
very well be in violation of the federal Gramm-Leach-Bliley Act.

Wait a second. How did this happen? How did this legislation get to be
enacted and signed by the governor when there are all these objections
to it starting with the very regulator of the industry, the Insurance 
Commissioner? Apparently, someone’s asleep at the wheel in La 
Fortaleza. And over at the Legislature, as we know, they’re still fighting
for the wheel.

The vast majority of business people in Puerto Rico are serious,
responsible and law-abiding professionals who will give their all to
compete in their respective industries regardless of the set of rules
they’re given. But they must have a reliable set of rules to abide by.
Changing the rules in a haphazard and foolhardy fashion only brings as
a consequence confusion and paralysis.

And in the present economic situation, that’s the last thing we can
afford. �

Sleeping at the wheel

TRADE

BY GABRIEL PARRA BLESSING

During a four-day official visit to Puerto Rico
on March 5 to 8, Hungarian Ambassador to

the U.S., András Simonyi, met with Gov.
Aníbal Acevedo Vilá, Secretary of Economic
Development Jorge Silva Puras and Secretary
of State Fernando Bonilla, along with leading
academics from the University of Puerto Rico
and Universidad del Este to discuss issues of
trade, economic cooperation and academic
exchange. The ambassador, who holds a Ph.D.
in political science from the Karl Marx
University of Economics (now the Budapest
Corvinus University), somewhat ironically pro-
vided an object lesson to his island hosts on
how to institute economic reform based on the
free market ideals of open competition, free
trade and privatization.

“We’ve made a lot of progress,” Simonyi told
CARIBBEAN BUSINESS. “I think we’re in
very good shape. We started changing the
country 15 years ago. If you think of it, it’s an
amazing transformation from a socialist econ-
omy to a free market system. Fifteen years
later we’re members of NATO and full mem-
bers of the European Union (E.U.). We’ve
rebuilt our economy, while attracting $27 bil-
lion of foreign direct investment from the West
in the last 12 years.”

Simonyi said a key element in creating one of
Central Europe’s strongest economies was his
government’s willingness to make a series of
tough economic decisions. In 2004, the
Hungarian economy grew by 4.2%, a faster
rate than the E.U. average. “Although we were
in a better position than most other former
Soviet-block states after the collapse of
Communism, we became complacent. We
started overspending, we did not go through
privatization quickly enough and we almost

crashed in 1995. So we had to introduce some
very tough measures in 1995 in order to fix the
economy and start privatization for good. We cut
back in spending, started selling off state-owned
assets, froze wages and cut back on social spend-
ing. That’s the way you fix the economy. You
have to be very courageous. I think the biggest
lesson we have learned is, don’t fall into the com-
placency trap.”

The ambassador outlined a series of eco-
nomic steps many economists in Puerto Rico
have been encouraging the commonwealth
government to emulate, including the privatiza-
tion of utilities and other government-run inter-
ests. “We have privatized the economy,”
Simonyi asserted. “We have gone from 85%
state ownership to 95% private ownership. We
have the presence of 150 Fortune 500 compa-
nies. General Electric is the single most impor-
tant employer in Hungary. We have just sold
off our airport to the British for $2.5 billion.
Meanwhile, this year was so far the best year in
terms of attracting foreign investment to the
tune of almost $4 billion. What I’m trying to
say is that transition is doable, it needs a lot of
tough economic leadership and you can turn an
economy around 180 degrees while sustaining
growth and creating wealth through private
sector involvement.”

Simonyi also said the government of
Hungary, which like Puerto Rico has a strong
multinational pharmaceutical presence, was
interested in encouraging a series of partner-
ships with local corporations in order to
advance research on both sides of the Atlantic
that could foment growth in the pharmaceutical
supply chain sector. “One very concrete plan
Gov. Acevedo Vilá and I agreed to is to have
the very substantial delegation we are sending
to the BIO conference in Chicago meet with
the Puerto Rican delegation and get talking,”
the ambassador revealed. �

CARIBBEAN BUSINESS THURSDAY, MARCH 16, 200639

Hungarian Ambassador to the U.S. 
says privatization is key

Ironies abound as former Communist country 
becomes example of capitalist reform

Hungarian Ambassador to the U.S., András
Simonyi, said privatization has been key to

Hungary’s successful transition to a 
market-based economy.

‘We cut back in spending, started 
selling off state-owned assets, 
froze wages and cut back on 

social spending. That’s the way 
you fix the economy. You have 

to be very courageous.’

— András Simonyi, 
Hungarian Ambassador to the U.S.


