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Puerto Rico’s economic state in the global market is facing a challenging time. While the island still reels from the effects of hurricane Maria, the earthquakes of 2020, and the covid-19 pandemic, Francisco Montavol Fiol, professor and economic analyst believes that Puerto Rico is doing well when compared to the average of the U.S. “In some ways, Puerto Rico is in a better position in the sense of unemployment, inflation pressures, and even economic activity is better than the U.S. average. The United States usually analyzes it as a whole, but it’s actually six regions. In the case of Puerto Rico, it’s in much better shape,” Montavol Fiol said. On the other hand, economist Heidie Calero has other thoughts on the economic situation of the island. “Puerto Rico is still in a depression even though they’ve said that the fiscal year of 2022 we finished with 3.7% economic growth. I don’t believe it personally, even if that may be the official figure. The “promesa” board, which is in charge of providing forecast of the economy says that in 2024, is forecasting that Puerto Rico is going to be in a region of -0.1%, to -0.3%. They are forecasting that Puerto Rico’s economic growth is going to be lower instead of rising,” Calero commented. Many things contribute to Puerto Rico’s inability to compete in the global market. According to Montavol Fiol, “there are some very competitive products and services, and a lot has to do with not being knowledgeable with the global markets. Some local businesses are afraid of going out of their comfort zone, infrastructure problems such as the cost of electricity and the permit process to be able to do business, both for locals and offshore companies.” Calero has commented that energy reform will not do much to bring economic growth for the island. “By 2024, the energy reform will only contribute 0.1% as well as in 2025. All these structural reforms are not bringing economic growth. We used to be a top manufacturing economy. Since the end of Section 936, in 2006, some companies left or reduced manufacturing in the island. You can see several reducing their plants if they don’t see that the island is reconstruction,” Calero said. While Puerto Rico has seen a reduction in manufacturing plants, Eric Santiago, president of the Puerto Rico Manufacturing Association, says that Puerto Rico still has the advantage of attracting investment to the island given the island’s history with such investments. “Puerto Rico has certain advantages, specifically in the area of human capital. Puerto Ricans have an ability to adapt to a new high technology take action with any investment. You will notice that most of the firms investing or expanding in Puerto Rico are because of the knowledge, experience, technical capabilities, and willingness to deal with complex project in which Puerto Ricans have done before,” Santiago. Despite that, Santiago also claims that there are other factors that Puerto Rico needs to work on. “One of the factors Puerto Rico needs to work on is the general cost of making business in the island. We need to be faster in how to implement projects, be more effective in the cost of energy and the whole uncertainty behind the legal framework that Puerto Rico has because of the relationship with the U.S may give businesses the idea that it may be a risk given Puerto Rico may be a free state or an independent territory. Those things do not necessarily provide the power to attract investment. For me, the environment, how to deal with the legal framework of the island, and human capital are what attract investment,” Santiago said. According to Montavol Fiol, Puerto Rico is one of the few most dependent jurisdictions in the terms of federal transfers, with its budget being for the first time a total of $31 billion and the largest share was from federal transfers making the island highly dependent of the U.S. “Given its dependency, Puerto Rico is in an uncompetitive position since they don’t have the pressure to keep up. The world is dividing up and Puerto Rico must learn to compete on a global scale and there are private enterprises given their size, they do compete such as the financial sector,” Montavol Fiol said. According to Santiago, one of the main things that can help the island to grow in the economic sector can be the government’s interest in industry and entrepreneurship and the island’s willingness to show interest in their investments. “We need to show that we have a huge appetite for investment. We have to have this attitude that makes entrepreneurs come to the island and invest. Many organizations are doing their best, but what’s preventing us from doing business in Puerto Rico is the cost of doing business here and how easy it is to do business here,” Santiago commented. Despite the island working on its projects for structural reform, Calero does not believe that it will help that much. “All in all, Puerto Rico is not in great shape. The “promesa” board said that they need to take several structural reforms, but that will only contribute by 2025 0.15% of economic growth, which is nothing,” Calero said.
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