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Donna Karan Steps Down
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the namesake brand and focus on

the more lucrative DKNY. 3
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Garden in the Sky
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they are on the court. 13
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By NOAM SCHEIBER

WASHINGTON — For all the ambition of
President Obama’s plan to significantly expand the
number of Americans eligible for overtime pay, the
proposal falls well short of helping substantially in-
crease middle-class wages, its chief advertised
benefit.

“This rule will raise wages and lead to better
lives for millions of working people in the lower
middle part of the labor market,” said Damon Sil-

vers, policy director of the A.F.L.-C.I.O. “Of course
it’s necessary, but it’s not sufficient. Not by a long
shot. Wage stagnation is a problem for 90 percent
of workers.” The rule would raise the salary
threshold for workers to automatically receive
time-and-a-half pay after working 40 hours in a
week, lifting it from its current level of $23,660 to
$50,440, where it last stood in the mid-1970s in
terms of purchasing power. The new threshold
would also rise over time so that inflation does not

significantly erode its value. 
“This proposed overtime rule goes to the heart

of what it means to be middle-class in America,”
Labor Secretary Thomas Perez told reporters
Tuesday. As the threshold for overtime pay has “at-
rophied,” he said, “it’s no coincidence that so too
has the middle class’s ability to get ahead and stay
ahead.”

Given the political hurdles, the White House
and its allies argue, the overtime rule represents a

major advance.
“This is the middle-class equivalent of raising

the minimum wage,” said Senator Charles Schu-
mer of New York. “It’s about the only thing that
can be done by the president with the stroke of the
pen that will have a significant effect.”

Still, Senator Schumer acknowledged that
substantially raising the income of typical workers
would require a much more robust agenda, includ-
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Obama Overtime Rule Scratches the Surface in Helping the Middle Class
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By MARY WILLIAMS WALSH

When Puerto Rico’s governor told law-
makers and citizens on Monday that the
commonwealth could not pay its $72 bil-
lion in debt, many wondered how a small,
seemingly low-key American island in the
Caribbean could have amassed a debt big
enough to crush it.

The answer lies in a confluence of fac-
tors, including American investors’ de-
sire to avoid taxes;
the mutual fund in-
dustry’s practice of
competing on the
basis of yield; com-
placency about the
practice of long-
term borrowing to
plug holes in budg-
ets; and laws that
supposedly give
bond buyers iron-
clad guarantees.

That brew of in-
centives has pro-
duced truly stagger-
ing numbers. On a
per-capita basis,
Puerto Rico has
more than 15 times
the median bond
debt of the 50 states, according to
Moody’s Investors Service. The governor,
Alejandro García Padilla, said on Monday
that at the rate the debt situation is devel-
oping, every man, woman and child on
the island would owe creditors $40,000 by
2025. High unemployment means fewer
resources to pay off what is owed.

“We cannot allow the heavy weight of
the debt to bring us to our knees,” the
governor said in a live televised address,
proposing a debt restructuring.

For years, investors were lining up to
lend Puerto Rico money, so it was easier
to borrow than to fix any number of finan-
cial or structural shortcomings. Many of
the lenders were middle-class Americans
who knew little or nothing about Puerto
Rico, but simply opted for one of the
many tax-exempt municipal bond funds
that have become popular.

Such funds have appeared to offer both
low risk and a tax shelter. They have long 

The Bonds That Broke Puerto Rico
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Signs posted on the doors of a closed bank in San Juan, P.R., say: “No to the value added tax. Let the rich pay for the crisis.”

American Island 

Amassed Bond Debt

At a Pace Far Beyond

That of the 50 States
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Gov. Alejandro García
Padilla warned on Mon-
day that the island can-
not pay its debt.
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By MICHAEL CORKERY
and ALEXANDRA STEVENSON

Hedge funds like Appaloosa Manage-
ment, Paulson & Company and Blue
Mountain Capital gathered in a confer-
ence room at the Barclays offices in Mid-
town Manhattan last September to talk
about what was then the hottest trade:
Puerto Rico.

An hour into the conversation, howev-
er, it became clear that if things started
going bad, not everyone in the room was
going to get along. Some had wagered on
real estate, while others had bought up
the debts of the central government and
its troubled electric utility.

Those divisions intensify an increas-
ingly contentious battle the hedge funds
are beginning to wage to salvage an in-
vestment that, less than a year ago,
looked like a sure thing.

This week’s announcement by Gov.
Alejandro García Padilla of Puerto Rico

that the commonwealth may seek to de-
lay debt payments has thrown the hedge
funds’ investment strategies into turmoil.

Even debts that appeared to be secure
now seem in jeopardy, sending hedge
funds and other investors scrambling to
re-examine their legal rights and poten-
tial remedies should the government
push for a restructuring. 

A vast restructuring of the common-
wealth’s bonds could scare away more
risk-averse investors from buying them
for many years to come, causing major
problems for the hedge funds.

“Those investors are not coming back,”
Continued on Page 4

Hedge Funds Fight to Save Commonwealth Investments

Scrambling as debts that
appeared secure now 
seem to be in jeopardy. 

In 1990, by an overwhelming majority, Con-
gress amended the Clean Air Act to establish a
market for electric utilities to trade the right to
emit sulfur dioxide, a main contributor to acid rain.

The law was based on a simple economic in-
sight. If utilities facing high costs to cut
emissions could, instead, buy allow-
ances to pollute from those who could
cut emissions for less, reducing overall
pollution would be much cheaper. The
idea had been successfully used before,
during the Reagan administration, to

reduce lead in gasoline.
It worked again. By 1996, sulfur dioxide emis-

sions had declined by a fifth. A study published a
few years later concluded that trading of pollution
permits cut the cost almost by half, saving utilities
and their customers billions of dollars.

Here’s the not-so-funny punch line: A decade
and a half later, when President Obama proposed
using “cap and trade” to cut emissions of green-
house gases — the biggest environmental threat of
our time — lawmakers looked back upon this un-
questionable success and said “no.”

Members of Congress have changed, of
course. Many Republicans who say that climate
change is a myth or believe that the Obama admin-
istration is engaged in an unnecessary “war on
coal” may have been hoping to block any environ-
mental program. What they achieved, however,
was to direct efforts to combat climate change in a 
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By DIANE CARDWELL

BAR HARBOR, Me. — Like many residents of
this picturesque island town on the edge of Acadia
National Park, Zach Soares had trouble keeping his
house warm, going through five cords of wood in
the winter. So he jumped at an offer last year for
free energy improvements through a class project
at the College of the Atlantic, where he works.

As a result, Mr. Soares ended up burning
about a cord less of wood — typically about a $200
savings — this winter and was so satisfied with the
results that he now plans to insulate a drafty 1880s
farmhouse he is buying.

The program that upgraded Mr. Soares’s
home here on Mount Desert Island, as well as
those of a handful of other college employees, was,
at root, an academic exercise: It required students
to research, collaborate, calculate, market and exe-
cute, part of the College of the Atlantic’s innova-
tive, project-based approach to education.

But it was one that aspired to be much more.
As universities and other institutions grapple with
ways to fight climate change — whether by di-
vesting from coal companies or installing wind tur-
bines on their grounds — the College of the Atlantic
is nudging its students to reach outside the
school’s boundaries and start changing the real
world.

Installing solar panels on campus or compost-
ing — as many colleges already do — will not be
enough to effect significant change, said Darron
Collins, president and a graduate of the college. “In
the grand scheme of things, it’s kind of a drop in 
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Jay Friedlander, center, and Anna Demeo, second from right, with students and work-
ers. The College of the Atlantic has linked curriculum with sustainable energy projects. Continued on Page 2

Tackling Climate Change, One Class at a Time
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