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The Path Forward: Examining Puerto Rico’s Economic Trajectory

por Leslie Adames
Economic Policy and Analysis
Estudios Técnicos, Inc.

fter two years of persistent inflation and uncertainty on

different fronts, such as progress on debt restructuring,

the disbursement of federal reconstruction funding, and
the future trajectory of interest rates, some observers argue that
Puerto Ricos economy is normalizing and that, even without
federal funds, the economy is strong enough to sustain robust
growth. However, | am skeptical about this assertion.

The decreasing rate of inflation continued through 2023, with
annual headline inflation growth settling at 3.4%, a notable
decrease from the 61% recorded in 2022. Alongside this trend,
the labor market exhibited resilience, seeing a net creation of
26,200 jobs and maintaining the unemployment rate at a historic
low of 60%. Furthermore, the annual growth in average weekly
earnings for all workers (5.8%) surpassed the inflation rate (34%)
in 2023, marking a reversal from 2022. These positive shifts may
positively impact the economy of Puerto Rico in the short term.

While the improved purchasing power and a potential reduction
by the Federal Reserve (ie, Fed) in the Fed fund rate sometime
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in the second half of 2024 may support consumer spending and
economic growth, a closer look at various factors raises doubts.
For instance, inflation in the island, particularly for certain food
items and services (eg. cereal and bakery products, recreation
services, and lodging away from home), still substantially exceeds
the 1.8% average between 1984 and 2019. In any case, a lower
inflation rate should not be confused with lower price levels.

Moreover, the reduction in the Fed fund rate may not necessarily
ease local credit conditions, as loan pricing is more likely to be
guided by long-term interest rates, which are, in turn, influenced by
factors beyond the Fed's control, including inflation expectations,
the federal government deficit, and foreign central bank appetite
for US Treasuries.
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Structural issues such as labor shortages, an aging population,
lower productivity, and the transition to net zero greenhouse
gas production by 2030 would keep prices and interest rates
high. Nobel laureate in economics Michael Spence said in The
Next Phase of Our Inflation Journey (2024) that “with structural
shifts having diminished the supply side’s capacity to respond to
demand-side pressures, higher real interest rates will be needed
to keep demand - and thus, inflationary forces - in check.” This
would imply a higher cost of capital which, in our case, will
continue constraining private investment. Costly loans, such as
residential mortgage loans, will also limit housing affordability in
the local market.

Finally, geopolitical risks (i.e, the Israel-Hamas war, Ukraine-Russia
war, and the Houthi's attacks on international vessels using the
Red Sea route), local upward adjustments in the commercial,
industrial, and residential electricity bills, higher highway tolls and
increased food prices and volatile gasolines prices could revert
the trend towards lower inflation of the last two years.

Thus, arguing that economic conditions are normalizing may be
premature. There is room for some optimism, but the outlook for
2024 and 2025 remains highly uncertain, particularly regarding
inflation and interest rates, given the complex interplay of
structural and global factors. Let's wait and seel

From Globalization to Regionalization?

por Juan A. Castaner Martinez
Division de Analisis y Politica Econdmica
Estudios Técnicos, Inc.

Background

The recent discussions on the dichotomy globalization-region-
alization, highlighted by the world pandemic and the US-China
trade war, are not new. Already by the end of the last century
scholars were examining the interaction of these forces, with
some considering them as overlapping one another, that cannot
be examined in isolation, and “never harmonious”!

One important characteristic of the global economy since the end
of the 20th century has been how global and regional economic
linkages strengthened significantly, with a more integrated global
economy as flows of trade and finance increased considerably,
and intra-regional linkages also became stronger.? Between 2000
and 2019, total world exports of merchandise increased, from $6.5
trillion to $19.0 trillion, with manufactured products accounting
for 670% of the total?

The role of certain economies and regions, in particular those
of China and of Southeast Asia, as centers for the location of in-
vestment and production by foreign companies, was very much
highlighted, in which the movement of supply chains from the
East to the West became economically and strategically indispen-
sable for the economic well-being of the US and Europe. In 2021,

about 400% of total containerized trade was on these routes,
with Asian container exporters among the top five, accounting
for almost half the traffic, and included China, Viet Nam, the Re-
public of Korea and Japan? By 2019, seven out of the 10 biggest
container ports in the world, in terms of freight handled, were in
China, a ranking that still holds today.> By that year China’s share
of global throughput (Handled container freight in volume) rose
to 30.0%, from 24.3% in 2010° That importance was highlighted
during the pandemic, when China's economyy, as that of the rest
of the world, was in lockdown. The conflict in Ukraine and the
related sanctions have affected mostly trade between China and
Europe, as China’s policy of zero- COVID also had an impact on
its trade with the rest of the world.

An added dimension now is the role of Chinese-owned companies
in the US, and worldwide, as China’s increased preponderance
in high-end technologies presents challenges to US technology
companies inside and outside the US. Witness the recent
debate on the manufacturing of microprocessors, with the US
government responding with the enactment of the CHIPS Act
last August. It has become the main contention between both




I Figure 1: Timeline International Events
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Arrival of Trump at
the White House

In January 2017 Trump
became President. He
pulled out the US from
the Trans-Pacific
Partnership and
imposed higher tariffs

UK and Brexit

In January 2020 it
became the only
country to leave the
European Union.
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COVID-19 Pandemic

In March 2020 the
global economy
undertook a lockdown
which lasted months,
causing a fall in

The Ever Given ran
aground in the Suez
Canal, causing a
standstill in trade
between Asia and

China’s Zero-COVID Policy

As a result of the pandemic,
it adopted a full lockdown
policy for almost three
years, starting in late 2019,
which ended in December
2022. It caused serious

economic activity, and Europe ! | )
on Chinese and an interruption in disruptions in global supply
European products. supply chains. chains and exports to the
rest of the world.
@ / @ / @ / @ / @ /
@ @ @ @ @

Russia’s invasion of
Ukraine

In February 2022,
Russia invaded the
country, causing serious
disruptions in the flow of
food and raw materials,
with an embargo placed
on Russian oil and gas.
Underlying Europe’s high
dependence on Russia.

France, invoking
environmental concerns,
put a hold on the
Mercosur-UE
agreement, being
negotiated since the end
of the 20th century.

Europe and Latin America

Late last year Apple
announced that it was
moving part of the production
of its iPhones, Ipad, and
computers to India and Viet
Nam. By 2027 it expects that
25% of the production Will be
located in India, in the
biggest manufacturing plant

Apple’s Offshoring Production

The “CHIP” War

In August of last year, the
US Congress enacted the
CHIPS Act, which provides
$260.billion in new funding
to accelerate domestic
research and manufacturing
of semiconductors. This in
response to China’s role in
world production and

Europe and China

Although investment surged
in 2022, many European
companies, were considering
diversifying from China as a
result of the restrictions by
the Chinese government.
Plus, the EU has been
adopting stricter measures
for Chinese investment in

®

of the country. imports. their countries.
Source: Estudios Técnicos, Inc.
countries in the race for future technology.? Right now, most of the _ o S
production of semiconductors is done by a Taiwanese company, I Figure 2: Globalization vs. Regionalization
TSMC, which controls 90.0% of the physical production of high-
end chip, with the back-end stages done in China, Vietnam, and GLOBALIZATION REGIONALIZATION

South Korea.

Meaning of globalization and regionalization

Globalization means the transformation of businesses to employ
global supply chains and sell in global markets. The characteristic
elements that constitute economic globalization are cross-border
flows of goods and services, capital, people, data and ideas.

Onthe other hand, regionalization can also refer to administrative
structures, in which corporations, instead of making all decisions
in a global headquarters, devolve power to regional managers
who can more swiftly respond to changing local conditions.

In both cases, there is a movement towards economic integration
of more than one country. In regionalization, the countries of a
region integrate their economies. In globalization, more than
one region is involved. Figure 2 illustrates the differences and
overlapping between the two.

It should be noted that the approach examined here is in terms of
global strategy within the nation-state system, not in the context
of developing business/corporate strategy, to which it also applies.

Regional integration of
countries.
Global integration of
international trade,
investgment, technology an
culture.
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Foreign direct investments. Y

I
/

region, and s
locating investment.

Source: International Monetary Fund, 2013.
Globalization and international trade - toward regionalization

It is difficult to establish a clear demarcation between the two
processes, as pointed out before, but certain differences and
issues can be ascertained, that can guide through for implications.

Continlia en la pagina 4
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I Table 1: Distribution of US Exports of Goods and Services by Region and Trade Agreements, and Other Key Markets ($mm)

US Total | usmcar | EU°Pea L china caFTa-Dr| Restof
Union Countries

2017** 1,762,931 462,324 404,382 138,055 124,483 46,522 35,404 24,295 527,466
2022** 2,230,981 592,075 440,467 146,813 152,048 57,724 54,113 39,486 748,255
Shares:

2017** 26.2% 22.9% 7.8% 7.1% 2.6% 2.0% 1.4% 29.9%
2022** 26.5% 19.7% 6.6% 6.8% 2.6% 2.4% 1.8% 33.5%

Sources: U.S. Bureau of Economic Analysis, International Data; ASEAN StatsData Portal. * Canada and Mexico ** Up to third quarter.

USMCA = US-Mexico-Canada Free Trade Agreement.

The first issue would be, Is globalization dead? A question with
no clear and definitive answer. There have been rising risks in
the globalization process. By 2019, the number of trade disputes
between the US and its major trading partners was soaring, and
by the end of 2020 the US was involved either as a complainant
or arespondentin a total of 280 trade disputes addressed through
the WTO?

Table 1 provides a view of the US's main exports markets. The
two most important are Canada and Mexico (part of the USMCA
agreement), and the European Union, followed by ASEAN
countries. On a single-country basis, its main export markets are
Canada, Mexico, China, and Japan. Itis interesting to see that, while
their share in the US total exports of goods and services basically
remained stagnant or decreased between 2017 and 2022, that of
the rest of countries rose, from 30.0% to 33.5%, reflecting a greater
increase in US trade with other countries. They were responsible
for 472% of the absolute increase in total US exports in the period.

One of the key instrument or examples of globalization is
international trade of goods and services. Globalization has
been the consequence of the increases in trade and investment
flows. And it is in international trade that the shift toward the
regionalization model becomes evident.

The flows of trade between emerging and developed economies
increased significantly, contributing to the economic integration of
the global economy, as flows of direct investment moved from the
developed to the emerging economies over time, with Southeast
Asia - in particular China - being the favorite destinations for
production. It is here that the movement from globalization to
regional production is becoming evident. As Galo (2022) points
out, “‘globalization is shifting towards regional production chains
in the face of increasing international tensions and logistics
barriers’, with some regions, like Latin America, being viewed as
highly attractive for locating production from China, in what is
known as nearshoring or offshoring!® The Russian invasion of
Ukraine contributed to consolidate that shift from globalization
to regionalization, as the US-China trade and technological wars
are doing.

These conflicts are having an impact on international trade.
Although reflecting lower growth of the global economy,
international trade in goods and services is expected to slow
this year, in which “the Ukraine conflict and its consequences
have replaced the pandemic as the leading drag on growth”. ™
According to the World Trade Organization (WTO), since late 2022
global trade of merchandise was slowing, predicting a growth in
volume of 10% this year, from 3.5% in 2022 due to shocks related
to the Ukraine conflict, lower demand in the case of imports, and
high energy prices.” Moreover, cross-border flows of goods and
capital have been levelling-off since 20081

What to expect?

The Ukraine conflict is not the only development contributing
to changes in the patterns in world trade. As mentioned before,
the significant reliance of the US and European economies on
China and Russia will diminish (though it will take time), and
existing trading blocs, such as ASEAN (Association of Southeast
Asian Nations), with which the US has strong trade links, will
gain ascendance, as companies with investments in China will
diversify their investment and risks to their supply chains! Yet,
US companies with operations in China appear to be optimistic
that the easing of its zero-COVID policy will improve business
conditions®

In the case of Russia, that process of disinvestment has been
slow. Almost a year after the start of the conflict, according to a
research, out of a total of 2405 subsidiaries owned by 1404 EU
and G-/ companies that were active in Russia at the time of the
first military incursion into Ukraine, fewer than 90% had divested
at least one subsidiary, and in the case of US companies, fewer
than 18.0% of US subsidiaries operating in the country were
completely divested by the end of 2022/¢ Of the EU and G-/
companies remaining in Russia, the research found that 195%
were German, 124% were US- owned, and 70% were Japanese
multinationals.




The report by Gilbert etal. (2023), from the Boston Consulting
Group, provides an insight as to the implications of the current
changing dynamics to global trade through 2031

1. Global trade will continue to expand but at a slower pace of
2.3% through 2031. For 2023 the WTO forecasts a 10% growth
in merchandise trade!®

2. A sharp decrease in trade between Russia and the US by
$262.0 billion during the period 2023-2031.

3. Trade between the US and China will decrease by $630
billion through 2031.

4. The region that will benefit the most from this overhaul will
be ASEAN, in which China is the biggest player. The region
will see much greater trade with China, the US and Japan, and
the EU, driven by the reshoring and offshoring of companies
diversifying their supply chains, given global tensions and
China’s rising manufacturing costs. ASEAN trade with China
will increase by $438.0 billion, the largest increase among
the regions.

5. The above changes will continue to weaken globalization
and trade opening.

I Figure 3: Change in Trade of Goods Flows Between Major Regions, 2031
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Will globalization be reversed?

One characteristic of the global trade environment is the existence
of regional trade agreements (RTA), of which the ASEAN, the
European Union, and the USMCA (US-Mexico-Canada) are
examples. Almost all countries, including the United States, are
part of at least one® They cover more than half of international
trade, operating alongside multilateral agreements, and have
proliferated since the mid-90's.?° Today, the United States
is signatory to 20 RTAS, bilateral, and multilateral free trade
agreements, most of them with countries in this hemisphere? It
also has negotiated bilateral agreements with all ASEAN members,
except Laos and Myanmar.

But the biggest free trade agreement region in the world is the
Regional Comprehensive Economic Partnership (RCEP), signed
in 2020, in which China is an important member. It includes the
ASEAN countries, plus China, Japan, South Korea, Australia, Viet
Nam, and New Zealand. India is not a member. One interesting
benefit is that it links complementary supply chains. For instance,
one member country can import raw material from China and
use them to make finished goods that can be exported to China
and elsewhere.

Africa
Australia

- Width of corridor represents total change
in trade flows for 2031 vs 2021 ($billions)

Sources: UN Comtrade; Oxford Economics; IHS; WTO; BCG Global Trade Model 2022; BCG analysis.

Note: Estimated inflation-adjusted trade growth within the EU by 2031 will total $1.5 trillion at a CAGR of 1.8%.

1The corridors shown in the map represent ~46% of global trade.

Continlia en la pagina 6
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I Figure 4: US RTAs, Multilateral and Bilateral Trade Agreements

USMCA**

ASEAN countries CAFTA- DR**

Australia FTA US TRADE Chile FTA

AGREEMENTS

Israel FTA Colombia TPA

Singapore FTA

Peru TPA

* Includ iada,China, 'd Russia. Nine of the top markets for the US were APEC members, accounting for 60.0% of US exports of merchandise.
** Multilateral. TPA = Trade Promotion Agreement (Bilateral).

Source: Office of the United States Trade Representatives.

One outcome of RTAs is that they can serve as a basis for deeper
multilateral integration, covering investment, movement of capital
and persons, services, e-commerce, and intellectual property
rights, for example.? Thus, it could be that what we are seeing is
“the transformation of the current global trade model towards a
regional trade model”, concentration of trade among proximate
countries.” That does not mean that there will be no exchange of
goods and services between RTASs. For instance, it is unreasonable
to expect that in the case of the US and the European Union. But
itimplies a lesser exchange, with more trade concentrated within
member countries, and less trade with China, which in 2022
accounted for 16.5% of US imports, from a share of 22.0% in 2017,
with a similar trend in the case of exports.?

Further deterioration in US trade with China can be expected,
even when in 2022 total trade in goods with that country rose to
a record high, totaling $6906 billion.> The Biden Administration
announced that it is preparing new rules to restrict US dollars
from flowing to China, a measure that, if adopted, will have serious
repercussions in trade and investment with China.?®

There s, indeed, a change in the current paradigm of global trade,
but one must be cautious when drawing definite conclusions
about the “end” of globalization. The study by Fajgelbaum etal.
(2021 on the global responses to the US-China trade war suggest
that it created new trade opportunities in aggregate, and that
“‘globalization, as measured through export growth has not come
to a halt™

But, it is true, nearshoring and offshoring are already having an
impact on global trade and investment flows, and are becoming
very popular in countries like Mexico, with its proximity to the US
market and low labor costs, and to take advantage of the trade
deal with the United States (USMCA).2

Chinese manufacturing companies are investing in an
accelerating trend in the country, mainly in the border states,

following companies from South Korea and Japan. For instance,
in 2021, in the case of the border state of Nuevo Leon, Chinese
companies accounted for 30.0% of the direct investment, in new
industrial parks being developed by private Mexican developers
and property owners.?® Since the end of 2021 it is reported that
the state has received about $70 billion in foreign investment.®
An increasing number of these companies are sourcing their
components and parts from local suppliers, instead of importing
them from China, which adds to the multiplier impact of their
operation in the country. Mind, you, this production is destined
to the US market. So, whatever limitations are imposed on China,
production in Mexico offset it, assuring continuing operation to
the company.

Interestingly, China’s share in Mexico's imports of goods has
increased, from 15.3% at the end of the decade, to 19.7% in 2022,
and it is its second source of imports of goods after the US3
Plus, proposals such as that in the US Senate recently introduced
(The Americas Act), to encourage companies to nearshore
supply chains from China to the Western Hemisphere through
tax incentives and trade preferences could indeed contribute
to further regionalization of trade.*” Although a discussion draft
at this time, it demonstrates the amount of consideration being
given in the US Congress to nearshoring and shifting supply
chains away from China.

Notes:

1 Arie M. Kacowicz (1998). Regionalization, Globalization, and Nationalism.
Kellogg Institute, Working Paper #262 (December 1998). At: https://kellogg.
nd.edu/sites/default/files/old_files/documents/262. pdf

2. HideakiHirata, M. Ayhan Kose and Christopher Otrok (2013). “Regionalization
vs. Globalization”. International Monetary Fund, Working Paper, Research
Department, WP/13/19 (January 2013). At: https://scholar.harvard.edu/
hideakihirata/publications/regionalization-vs-globalization

3. World Trade Organization (2023). WTO Statistics, Merchandise exports by
product group - annual. At: https://statswto.org/

4. UNCTAD (2022). UNCTAD's Review of Maritime Transport 2022: Facts and
Figures on Asia and the Pacific. Information Note (November 29, 2022). At:
https://unctad.org/press-material/unctads-review-maritime-transport-2022-
facts-and-figures-asia-and-pacific

5. Lloyd's Lists (2019). One Hundred Ports 2019. At: https://lloydslist.
maritimeintelligence.informa.com/one-hundred-container-ports-2019

6. ChinaPower - Center for Strategic and International Studies (2022). How is
China Influencing Global Maritime Connectivity? At: https://chinapowercsis.
org/china-ports-connectivity/ Throughput is a measure of the amount of
containerized goods processed in a port, or TEUs (twenty-foot equivalent
units).

7. US Senate Commerce Committee (2022). The CHIPS Act of 2022 - Section-
by-Section Summary. At: https://www.commerce.senate.gov/services/
files/592E23A5-B56F-48AE-B4C1-493822686BCB

8. Taylor Dorrell (2023). The chip war comes home. Business Insider (January
19, 2023). At: https://www.businessinsider.com/us-china-tech-war-computer-
chips-semiconductor-plants-costing-americans-2023-1

9. Congressional Research Service (2020). US. Trade Debates: Select Disputes
and Actions (December 10, 2020). At: https://crsreports.congress.gov/
product/pdf/IF/IF10958

10.  Igor Galo (2022). Regionalization is the New Globalization, and It Is Latin
America’s Opportunity Insights ie University (May 17, 2022). At: https:/
www.ieedu/insights/articles/regionalization-is-the-new-globalization-and-it-
is-latin-americas-opportunity/ ; Nearshoring is not the same as reshoring u




offshoring. The first is the transfer of a business process in manufacturing or
services, to a country near its main market. The second is when a company
moves its manufacturing production to a nearby country, to take advantage
of lower labor costs. For an idea of the impact of nearshoring in Latin America
and the Caribbean see Impacto del “Nearshoring” en Puerto Rico. ETI Trends,
No. 15 (Enero 2023). En: https://estudiostecnicos.com/Eti-trends/

1. Marc Gilbert, Nikolaus Lang, Georgia Mavropoulus, and Michael McDoo
(2023). Proteccionism, Pandemic, War, and the Future of Trade. Boston
Consulting Group. Publications (January 17, 2023). At: https://www.bcg.com/
publications/2023/protectionism-pandemic-war-and-future-of-trade

12. World Trade Organization (2022). Goods barometer sinks below trend as
global demand weakens (November 28, 2022). At: https://wwwwto.org/
english/news_e/news22_e/wtoi_28nov22_ehtm

13, International Monetary Fund (2023). Confronting Fragmentation Where It
Matter Most: Trade, Debt, and Climate Action (January 16, 2023). At: https://
www.imf.org/en/Blogs/Articles/2023/01/16/Confronting-fragmentation-
where-it-matters-most-trade-debt-and-climate-action

4. The ASEAN is a political and economic union of 10 member states
established in 1967. Does not include China. The United States is the largest
source of direct investment, and ASEAN represents the world's fourth largest
market and the US fourth largest trading partner.

15, Russell Flanery (2023). New Questions Arise for US. Businesses In China
After “Jarring” End To Zero-Covid Policy, Forbes (January 3, 2023). At: https://
www.forbes.com/sites/russellflannery/2023/01/05/new-questions-arise-for-
us-businesses-in-china-after-jarring-end-to-zero-covid/?sh=4c8487406638

16, Elliot Smith (2023). Nearly a year on from the supposed Russian exodus, most
major companies have yet to withdraw. CNBC (January 31, 2023). At: https:/
www.cnbc.com/2023/01/31/after-supposed-russian-exodus-most-major-
companies-have-yet-to-withdrawhtml One interesting finding in the report
is that, on average, exiting companies tended to have lower profitability and
larger workforces, than those remaining in Russia.

17 Marc Gilbert, etal. (2023), pp. 2-3.
18.  World Trade Organization (2022).

19.  AnRTAIsa treaty that is signed by two or more countries, to encourage the
free movement of goods and services across the borders of its members.
It has its own set of rules and preferences for its members, and limitations
or exclusions, in some cases, to outside countries. They vary depending on
the arrangement among the member countries. There are different types:
Preferential Trade Areas, in which member countries do not eliminate the
barriers among themselves; Free Trade Areas, in which all trade barriers
among the members are eliminated; Customs Union, with all barriers
among members eliminated but adopt common external trade barriers,
and: Common Market, where the internal barriers to trade are eliminated,
common policies are adopted when dealing with non-member countries,
and the free movement of resources among themselves.

Perspectivas febrero 2024

20. OECD (2020). Regional trade agreements. At: https://www.oecd.org/trade/
topics/regionaltrade-agreements/

21, Office of the United States Trade Representative. Free Trade Agreements.
At: https://ustrgov/trade-agreements/free-trade-agreements

22, OECD (2020).
23, Galo (2022).P. 4.

24.  US Department of Commerce (2021). US. Trade with China. At: https://www.
bis.doc.gov/index php/country-papers/2971-2021-statistical-analysis-of-u-s-
trade-with-china/file

25, US. Bureau of Economic Analysis (2023). US. International Trade in Goods
and Services, December 2022 and Annual 2022. News Release (February
7. 2023). At: https://www.bea gov/news/2023/us-international-trade-goods-
and-services-december-and-annual-2022

26.  Ana Swanson and Lauren Hirsh (2023). US. Aims to Curtail Financial Ties
with China. The New York Times (February 9, 2023). At: https://www.nytimes.
com/2023/02/09/business/us-china-investing-tech-biden.ntml

27 Pablo Fajgelbaum, Pinelopi K. Goldberg, Patrick Kennedy, Amit Khandelwal,
and Daria Taglioni (2021). The US-China Trade War and Global Reallocations.
NBER Working Paper No. 29562 (December 2021). At: http://www.nberorg/
papers/w29562

28. See ETI Trends No. 15 (January 2023).

29.  Peter S. Goodman (2023). Why Chinese Companies Are Investing Billions in
Mexico. The New York Times (February 7, 2023). At:
https://www.nytimes.com/2023/02/03/business/china-mexico-trade.
html?unlocked article_code=v65MbKn7iAp8VOkLBJWmMHIylkSkBYINGE
Y2muNYIhRL4Zaz9BjsU-IKYIExel. RhzOBuddeF DwUcATgOlepWsywM-
OMMdi6jVHVNNwu2PY8 zdG20Wx5F 7z2ubhBWUQqvLVoVdExn1Re8wQ-
WOF6JxLdvwatthbZHVH2hOMULwWt91hUvjggOJdVul OrsK2GKxhnuX-
IOP7u3Ixngugvob6Tn_giEOMF2pkIFgkAWXoQ4CswOxIBz6ks6VzI19-
i6xP4JTCJPu6dymBdgizblIRb5YorOFZmUSmcdIPZTmhpAJTHXR3eOIpR
8FEQfG2IWtUmAPIQ6gh04a0h30IzvAx_g&smid=em-share

30. Goodman (2023).P. 4.

31 Banco de México (2023). Sistema de Informacién Econdmica. Importaciones
de Mercancias por Paises. At: https://www.banxico.org.mx/Sielnternet/
consultarDirectoriolnternetAction.do?sector=1&accion=consultarCuadroA
nalitico&idCuadro=CA6&locale=es

32, US. Senate (2022). A Bill to establish a regional, trade, investment, and
people-to-people partnership of countries in the Western Hemisphere. 117th
Congress, 2nd Session. By Senator Bill Cassidy. At: https://www.cassidy.senate.
gov/imo/media/doc/Americas%20Act%20Senator%20Bill%20Cassidy.pdf

Irlanda y Puerto Rico, de un pajaro...

por José J. Villamil.

Esta es la época del ano cuando los medios tipicamente hacen
recuentos del ano por concluir y le piden a economistas vy
empresarios que den sus opiniones sobre las perspectivas
para el proximo ano. Esto siempre me recuerda un dicho entre
economistas: “Los que viven de la bola de cristal tienen que
aprender a comer vidrio molido”. Se refiere esto a gue en un
entorno con algun nivel de incertidumbre las proyecciones
economicas tienen una alta probabilidad de errar.

Hace cuatro anos, en octubre de 2019, escribi un articulo con el
titulo "‘Aprendiendo de Irlanda” que resumia las medidas de politica

economica gue dicho pais adoptd. Se consideraba su experiencia
como ‘el milagroirlandés”. Hoy tenemos que aprender de Irlanda,
No para hacernos eco de su éxito, sino para darnos cuenta de
que economias tan abiertas como la de Irlanda vy la de Puerto
Rico, pueden sufrir descalabros subitos en sus economias. En
el caso de Irlanda, se espera una contraccion en su producto
bruto interno para este ano 2023, la primera desde el 2012, con
expectativas de crecimiento lentos en el 2024 y 2025. Seguin el
diario espanol, E/ Economista, la Comision Europea proyecto a
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principios de ano un crecimiento para Irlanda del 55% pero su
mas reciente estimado es una contraccion de 0.9%.

/Por gué este cambio tan drastico en pocos meses? Tanto la
Comision Europea como el Fondo Monetario Internacional se lo
atribuyen a factores externos como, por ejemplo, la fragmentacion
en las cadenas de abasto, la repatriacion a Estados Unidos de
empresas de dicho pals, el aumento en el costo de insumos vy
otros factores. Lo que es interesante es que se destaca el impacto
de empresas multinacionales gque responden a la demanda
externa, mientras parece ser, segun £/ Economista, citando un
informe de la Comision Europea, que la demanda interna ha sido
un elemento estabilizador.

Mirando el futuro de la economia de Puerto Rico, es necesario
entender los fundamentos de su condicion actual y que
subyacen sus perspectivas mas alla del corto plazo. Al igual
que Irlanda, Puerto Rico es una economia muy abierta, y su
modelo econdmico muy similar al de Irlanda en aspectos como
la dependencia en la inversion del exterior. Por supuesto, hay
diferencias entre ambos paises, fundamentalmente nuestra
dependencia en los fondos federales que representaron, por
ejemplo, el 39.8% del presupuesto consolidado en el fiscal 2023,
comparado con el 20.3% en el fiscal 2000, y el 36.0% del ingreso
personal (la mayor parte consiste de ingresos por concepto de
Seguro Social y Medicare) en el fiscal 2022. No obstante, las
similitudes son tantas gue opacan las diferencias.

Proyectar la economia en el 2024 puede ser un ejercicio en
futilidad en un entorno tan complejo y volatil, si no se tiene un
conocimiento preciso del contexto externo y de como este nos
puede impactar. Hacer precisiones de si la economia crecera a
un determinado por ciento se complica ante un escenario de
incertidumbre y volatilidad.

Algunos de los factores mencionados en relacion a Irlanda nos
impactaran en menor grado, pero hay otros gue impactaran
directamente a nuestra economia. El mejor ejemplo es lo que
ocurra con la inflacion en Estados Unidos vy la respuesta de la
Reserva Federal. Almomento de redactarse esta nota, la inflacion
general en Estados Unidos se ha reducido, y hay indicios de que
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la Reserva Federal no aumentara su tasa de interés. Lo que se
espera para la economia norteamericana es lo que llaman en
inglés un “soft landing”.

Esto, por supuesto, puede cambiar. Hay otros factores, como
los que conllevaria un cambio en la Administracion federal en el
2024 para la politica social y econdmica del gobierno, aunque sus
efectos se sentirian comenzando en el 2025. El precio del petroleo
refleja una alta volatilidad, los precios de la carga maritima igual.
Ambos nos impactan y pueden cambiar subitamente. A nivel
de la economia global, l1as expectativas para el 2024, segun
proyecciones recientes de la Organizacion para la Cooperaciony
Desarrollo Econdmico (OECD), son de un crecimiento econémico
menor para el 2024, de 2.7%, respecto al aumento estimado para
el 2023 de 29%, y mucho menor gque el crecimiento de 3.3% en
el 2022.

Para Puerto Rico, hay unas expectativas economicas para el corto
plazo todavia favorables cara al 2024. Por ejemplo, el empleo
asalariado privado continla aumentando, pero sus aumentos
intermensuales se han ralentizado, la inflacion general se ha
moderado bastante, de 6.0% en el periodo enero-octubre 2022, a
3.8% enigual periodo de este afo, y podria disminuir a 2.0%/2.5%
en el 2024, y el desempleo permanece bajo, promediando 59%
a noviembre 2023, comparado con una tasa de 79% en el 2021.
Estos aspectos coyunturales, sin embargo, no deben distraer de
las consideraciones macroeconomicas y estructurales para el
largo plazo: qué hay que entender para apoyar un crecimiento
economico sostenible.

Dar opiniones sobre el crecimiento econdmico, sin incorporar
los supuestos sobre el contexto externo y sus implicaciones, no
es muy util. Esos supuestos deben ser explicitos. Por otro lado,
ademas de entender por qué una economia puede cambiar de
rumbo subitamente, la experiencia de Irlanda tambien nos ensera
que fortalecer la economia interna es clave para un desarrollo
sostenido y para proveer estabilidad ante eventos esperados
vy aquellos que caen en la clasificacion de “Black Swan Events’,
inesperados y considerados como muy poco probables como,
por ejemplo, el COVID.

Puede acceder las ediciones anteriores de Perspectivas escaneando el
codigo desde su dispositivo movil o a través de la siguiente direccion:
http.//www.estudiostecnicos.com/es/publicaciones/perspectivas html




