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This document provides an updated radiography of the Southern Puerto Rico Economic Development District's (SPREDD)
current economic situation and crafts a profile of the region’s capacity to ensure sustainable economic prosperity and resilience
of its residents, businesses and communities.

The goal of this analysis is to identify the main structural gaps that are preventing the region from reaching its full economic
development potential, which will set the basis to determine focus priorities to address these gaps in the next stages of the
strategic design process. In doing so, it builds upon existing strategies to adopt and refine previously set goals based on the new
reality of the region. Thus, it constitutes a fundamental step in the process of elaborating an updated Comprehensive Economic
Development Strategy for the SPREDD region that covers the 2026-2031 period.

The analysis begins by summarizing Puerto Rico's recent economic trends to provide essential context into the region's current
position. Building on this baseling, it then presents a detailed view of the region’s latest demographic and socioeconomic trends
to evaluate how persistent population shifts and defining economic characteristics translate into present day population needs
and vulnerabilities. This is followed by a review of the profile of the workforce to assess the structural capacity, opportunities and
gaps within the region’s talent creation, attraction, and retention pipeline, identifying how demographic factors influence such
gaps.

The section then proceeds to analyze the overall industry and business ecosystem to identify concrete competitive advantages
within existing sectors and pinpoint catalysts that can drive sustainable economic development across a broad base. Finally,

it analyzes the current state of the region's hard infrastructure to assess whether existing physical assets have the structural
capacity to support both current economic activity and future multi-sector development.
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Rico’s Economy
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2.1 Puerto Rico Economic
Trends: From Fiscal Crisis
to Uncertain Stabilization

Puerto Rico and the six (6) municipalities comprising SPREDD
stand as a model of economic resilience in the face of constant,
compounding adversity. Over the last decade, Puerto Rico’s
economy has confronted a multitude of fiscal, economic,

and natural events that severely disrupted economic stability
and generated significant uncertainty in the local economic
climate.

The start of this series of crises dates back to 2006, when the
phase-out of Section 936 federal tax incentives resulted in the
loss of over 30,000 jobs in manufacturing and a cumulative
decline of 15% in economic output from 2006 to 2014. The
Commonwealth government declared in July 2015 that its $73
billion debt was unpayable. This led the US Congress to extend
Puerto Rico a mechanism to restructure its debt in federal
court through the enactment of PROMESA' in June 2016.

1 The Puerto Rico Oversight, Management and Economic Stability Act is

a federal law enacted in 2016 by the US Congress to provide a pathway for Puerto
Rico to access federal bankruptcy protection and achieve fiscal responsibility. The
law provided a moratorium on debt payments until plan of adjustments for all
instrumentalities of the government were certified by the federal bankruptcy court,
and created the Puerto Rico Financial Oversight and Management Board as an entity
within the Puerto Rico government to help it achieve fiscal responsibility and renew
access to capital markets through certification of fiscal plans and implementation of
fiscal reforms.

The process to restructure the Commonwealth’s debt began in
May 2017 under Title Il of PROMESA.

Just four months after the beginning of the Commonwealth’s
debt restructuring process, Puerto Rico was struck by two
consecutive Category 5 hurricanes, Irma and Maria. The latter
struck Puerto Rico directly and was the strongest hurricane
on record in over 90 years, causing significant, widespread
damage to private property and public infrastructure?.

Among the effects of Maria stands out the substantial
damaging of the electrical grid, which left most households
without electricity for multiple months and forced commercial
and industrial facilities to rely on generators to continue

their operations, as well as essential service providers (such

as hospitals). To this day, this environmental catastrophe
continues to have lingering effects on the reliability of the
electricity service.

Following the passage of the hurricanes, the federal
government issued a major disaster declaration for Puerto
Rico, resulting in the obligation of over $80 billion in

federal emergency funds for reconstruction purposes. The
disbursement process of these funds began in late 2017 and
has continued, although at a slow pace. As Figure 1shows
Puerto Rico’'s economic activity index recovered and surpassed
its pre-hurricane levels by the second quarter of 2018.
Economic activity remained at moderate levels during 2018
and 2019 despite ongoing unreliability of the electrical grid
and political instability that resulted in the resignation of the
governor in summer 2019.

2 https://www.weather.qov/media/si‘u‘/events/Maria/H urricaneMaria.pdf
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Figure 1: Economic Activity Index for Puerto Rico (2016 Q1 - 2025 Q4)
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Source: Puerto Rico Department of Economic Development & Commerce

Economic and social pressures continued in 2020 as the

year started with a series of earthquakes that reached
magnitude 6.4 in the Ritcher scale. The epicenters of these
earthquakes were registered in the southern part of the Island,
disproportionately affecting the municipalities that comprise
SPREDD and other southern municipalities. Preliminary
estimates placed the damages and losses caused by the
earthquakes at over $700 million3.

3 Source: Puerto Rico Fiscal Agency and Financial Advisory Authority (AAFAF)

One month after the onset of the earthquakes, Puerto Rico
and the rest of the world faced the spread of the COVID-19
pandemic, which forced the Puerto Rico government to enact
strict lockdown measures. Such measures resulted in the
closure of almost the entirety of the economy, causing an
unprecedented spike in unemployment that elevated claims
for unemployment insurance from 17,000 per week to over
200,000 in less than one month*.

4 Source: Continued Claims for Unemployment Insurance, United States
Department of Labor Employment & Training Administration. 4
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Moreover, on March 15, 2022, the US District Court for Puerto
Rico certified a plan of adjustment for the Commonwealth
government that settled $27 billion in bondholder claims,
reducing the total public debt burden from $64 billion to $37
billion®. By the end of 2024, economic activity was 6.6% higher
than pre-hurricane levels and 6.4% higher than pre-pandemic
levels, and the unemployment rate had reached its lowest level
on record (see Figure 2).

As a result of federal legislation to mitigate the pandemic-
induced economic contraction, Puerto Rico residents
benefitted from a considerable influx of stimulus funds in 2021
and 2022. This led to a significant economic recovery fueled by
a combination of stimulus and reconstruction funds.

Figure 2: Unemployment Rate (1977 - 2025)

25.0%

20.0%

15.0%

10.0%

5.0%

0.0%
1976 1980 1984 1988 1992 1996 2000 2004 2008 2012 2016 2020 2024

Source: Local Area Unemployment Statistics, US Bureau of Labor Statistics

5 An initial $23 billion owed by the Government Development Bank and
COFINA had been settled in 2018, which lowered this amount to $15 billion. This in turn
lowered the total debt from $71 billion to $64 billion prior to the Commonwealth’s plan

of adjustment certification. A
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Most of the economic growth experienced since 2021 can of reconstruction funds from the Federal Emergency

be attributed to the disbursement of pandemic stimulus Management Agency (FEMA) has occurred at a very modest
and reconstruction-related federal funds. Figure 3 shows the pace. This has ignited discussions in Puerto Rico around the
evolution of federal fund disbursements since FY 2018 by need to adopt other strategies that can guarantee sustainable
type of fund. As shown in the chart, federal stimulus funds growth going forward.

began to phase out in 2023. Meanwhile, the disbursement

Figure 3: Federal Funds Disbursed by Type of Fund
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While these cascading crises have severely tested the
economy's capacity to maintain sustained growth in the short
and medium term, the remarkable endurance of Puerto Rico
under the harshest circumstances is proof that the economy

can transition from profound resilience to sustainable, long-
term prosperity when the right tools and strategies are in
place.

2.1.1Economic Development Planning in Puerto
Rico: Historical Overview

The history of development planning in Puerto Rico dates back
to the 1940's, which set the stage for the rapid evolution of
Puerto Rico’'s economy from an agrarian society to a modern
industrialized economy. This began with the enactment of

the Industrial Incentives Act of 1947 by the local government,
which formed the basis for an industrialization by invitation
strategy. The goal of such a strategy was the attraction of US
manufacturing enterprises focused on the production of goods
that would later be exported. This strategy transformed into an
intensive industrial development program that would later be
known as “Operation Bootstrap”.

The combination of tax benefits coupled with the

financial, reqgulatory and other advantages of operating

in a US jurisdiction paved the way for a great number of
manufacturing enterprises to establish in Puerto Rico and the
SPREDD region from 1950 up to the 1990's.

The tax exemption to US corporations deriving income from
territories that provided a competitive advantage to the

local government evolved into Section 936 of the US Internal
Revenue Code in 1976. This provision was later eliminated by
the US Congress in 1996 after the Congressional Budget Office

estimated that the 936 incentives represented significant
revenue losses for the US Treasury. Upon the elimination
of Section 936, a phase-out period for the incentives was
extended until 2005, coinciding with the start of the structural
economic recession in 2006.

The rapid industrialization process resulted in significant
economic growth and the expansion of high wage sectors tied
to advanced manufacturing, particularly of chemical products.
Nonetheless, the industrial expansion did not generate
significant employment, as pointed out by various studies

that find a lack of correlation between the incentives provided
and employment creation®. In fact, the unemployment rate
remained close to or above 15% during much of the 1980’s

and early 1990's, when many new manufacturing enterprises
established operations to take advantage of the 936 incentives.

Perhaps more importantly, the development strategy adopted
over the last 75 years did not prioritize the growth of local
capital and generated insufficient economic linkages with
local industries. This resulted in limited technology transfer
and little multiplier effects on the local economy. Moreover,

it exposed the economy to be overly dependent on factors
outside of its control and contingent upon decisions made at
the federal level.

These unmitigated risks were exacerbated by the loss of
competitiveness experienced during the 1990’s as a result of
globalization and free trade agreements such as the North
American Free Trade Agreement (NAFTA). Such treaties
worsened the fragile situation of the local manufacturing

6 These include studies conducted by Economic Commission for Latin America
and the Caribbean (CEPAL, by its Spanish acronym), Brookings Institutions, Center for
the New Economy and Peat Marwick. A
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sector by increasing the relative competitive advantage of
other countries with similar manufacturing capacity.

Furthermore, the industrialization by invitation strategy
induced a growth process that was heavily dependent on

a small number of capital-intensive manufacturing sectors,
resulting in a lack of balanced economic growth that propelled
all sectors. This is particularly relevant, as the literature has
emphasized that economies with more diverse industry
structures tend to be better at sustaining economic growth in
the long run’.

Going forward, achieving economic development goals
requires a multi-sector approach that not only ensures growth
potential is maximized across the entire economy, but that it
also can be sustained in the future. Given the uncertain and
constantly evolving global economic landscape, this implies
that economic development planning for Puerto Rico and

the SPREDD region must emphasize exploiting competitive
advantages across all sectors through a forward-looking
assessment of current and future opportunities, constraints
and risks.

While the 2021-2026 Comprehensive Economic Development
Strategy (CEDS) for the SPREDD region® highlighted the
importance of strategies focused on growing industries able to
flourish without incentives, the 2026-2031 strategy must adopt
a multi-sector and time-evolving perspective. This framework
will establish SPREDD’s capacity to achieve balanced,
diversified economic development that remains sustainable in

7 Jiang, X., Caraballo-Cueto, J., & Nguyen, C. (2020). Balanced versus unbalanced
growth: Revisiting the forgotten debate with new empirics. Review of Development
Economics, 24(4), 1430-1446.

8 https://spredd.net/wp-content/uploads/2024/10/final_ceds_spredd-min.pdf

the face of both present and future global shifts in technology,
trade, and general economic conditions.

The next section provides a profile of current economic
conditions in the municipalities comprising SPREDD?,
contrasting these against general trends at the Puerto Rico
level. This will set the foundation to identify preliminary gaps

in the capacity of the region to steer economic development
across all sectors in a sustainable manner, as well as preliminary
potential strategies to close such gaps.

9 The six municipalities comprising the SPREDD region are Guanica, Guayanilla,

Yauco, Penuelas, Ponce and Juana Diaz. A
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Preliminary Analysis of
Demographic and Socioeconomic
Trends — SPREDD and Puerto Rico




Achieving a detailed understanding of the structural realities
of the SPREDD region is essential for designing effective,
forward-looking economic strategies that create conditions
for economic development that can be sustained in the
future. This chapter provides a detailed assessment of
demographic and socioeconomic conditions in the region,
contextualizing local performance against broader Puerto
Rico trends.

By establishing this baseline understanding of conditions

in the region, the chapter clarifies how factors such as age
distribution, population movement, socioeconomic health,
industry structure and infrastructure capacity directly impact
the region's ability to support broad-based, sustainable
economic development.

3.1 Demographic Trends -
SPREDD and Puerto Rico

Ongoing shifts in population characteristics directly translate
into present-day workforce availability and consumer

market density, directly influencing the capacity of SPREDD
municipalities to sustain broad-based development across
all sectors. They also shed light on the particular needs and
vulnerabilities of their residents and how these are likely to
evolve over time.

A AGE U0 o qadins

Table 1 presents the population totals for the SPREDD region
and Puerto Rico for 2019 and 2024. As shown in the table,

5 out of the 6 municipalities in SPREDD have experienced
population loss in the 5-year period studied.

Overall, the SPREDD region has experienced a decline of 5.3%
in its population from 2019 to 2024, which is more than double
the 2.5% rate of decline of the population of Puerto Rico. With
the exception of Guayanilla, all SPREDD municipalities have
experienced larger population contractions than Puerto Rico
as a whole.

It is worth noticing that some municipalities have had much
larger relative population losses than others, some of which
can be considered extreme or severe. For example, Guanica
has lost 21.1% of its population in 5 years, equivalent to a loss of
1 out of every 5 residents. Other municipalities such as Yauco
and Juana Diaz have experienced population losses of over 6%,
which is almost three times the rate of decline at the Puerto
Rico level.

These trends signal a decline in the region’s population that

is stronger than that observed for Puerto Rico in the period
studied. In turn, this points to a relatively more marked effect
of changes in population components (births, deaths or
migration) in the region. This topic will be examined further
down in this section by looking at shifts in specific age groups
within the population and migration trends.
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Table I: Total Population in the Six Municipalities Comprising
SPREDD, the SPREDD Region and Puerto Rico

Municipality 2019 2024 % Change
Gudanica 16,293 12,855 -21.1%
Guayanilla 18,514 17,141 -7.14%
Yauco 35,428 32,993 -6.9%
Penuelas 20,383 19,853 -2.6%
Ponce 139,671 132,760 -4.9%
Juana Diaz 46,152 46,156 0.0%
SPREDD 276,441 261,758 -5.3%
Puerto Rico 3,318,447 3,234,309 -2.5%

Source: American Community Survey 5-Year Estimates, ABEXUS Analytics
estimates for the SPREDD region

More than examining population shifts in terms of their size,
it is also essential to understand how the population structure
has evolved and the groups that are driving such a shift.

Table 2 shows the age-dependency ratio of the population
in the SPREDD region and Puerto Rico. This ratio is defined
as the number of residents in groups considered as age-
dependent (those under 18 years of age and over 65 years
of age), relative to residents that are usually in working-age
groups (18 to 64 years). As presented in the table, 4 out of 6
SPREDD municipalities have experienced increases in the

relative number of residents that are in age-dependent groups.

Furthermore, the SPREDD region as a whole has experienced
a 3.1% increase in its age-dependent population relative

to groups in working ages, which is more than double the
growth rate seen for Puerto Rico (1.4%). While 4 municipalities
experienced smaller increases, the rise in the relative age-
dependent population in Ponce and Yauco is over three

times that seen at the Puerto Rico level. This indicates that
the increase in age-dependency has concentrated in these
municipalities.

Since residents in age-dependent groups tend to rely more on
public services and are excluded from the workforce, a higher
age-dependency ratio translates to a lower growth of working-
age residents that contribute to local economic activity and
generate income to support public services relative to the
group that consumes these services (such as education in the
case of younger groups, and elderly care and health services in
the case of older age groups).

Given that the age-dependency ratio was already higher for
the SPREDD region in 2019, this signals that the region not only
has more age-dependent residents, but that this population
group is increasing faster than others. This in turn implies a
more marked and increasing dependence profile for the region
when compared to Puerto Rico.

A
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Table 2: Age-Dependency Ratio in the SPREDD Region and Puerto
Rico

Municipality 2019 2024 % Change
Guanica 76.8 78.2 1.8%
Guayanilla 69.1 68.8 -0.4%
Yauco 67.6 70.7 4.6%
Pefiuelas 63.6 63.9 0.5%
Ponce 69.6 73.4 55%
Juana Diaz 63.6 63.0 -0.9%
SPREDD 68.2 70.3 3.1%
Puerto Rico 64.6 65.5 1.4%

Source: American Community Survey 5-Year Estimates, ABEXUS Analytics
estimates for the SPREDD region

To better understand the groups that are not only driving
population declines, but also the increases in the age-
dependency profile of the region relative to Puerto Rico, it is
essential to examine trends in the population size of specific
age groups.

Table 3 presents the percentage of residents that are 65 years
or older for the SPREDD region and Puerto Rico. All SPREDD
municipalities have experienced increases in the relative size
of their older populations. The municipalities with the largest
increases were Ponce and Yauco, where the population aged
65 or older grew at a higher rate than that observed for Puerto
Rico (3.7%).

AAaGddoion ¢

The SPREDD region experienced a 4.1 percentage point
increase in the share of its population aged 65 years or older
during the period analyzed, exceeding the growth for this
age group across Puerto Rico. This shows an accelerated
aging process within the region. Given that the older adult
population has represented a relatively larger share of the
region’s demographic structure, the recent increase further
reinforces the region’s comparatively older population profile
and suggests that population aging is occurring at a faster
pace than in Puerto Rico.

The higher increases in the region’s older population can
also explain the larger relative increases in age-dependency,
suggesting that the dependent population is increasingly
comprised of older relative to younger residents.

Table 3: Percentage of the Population Aged 65 Years or Older in

SPREDD and Puerto Rico
Municipality 2019 2024 % Change
Guanica 23.1% 26.8% 3.7%
Guayanilla 20.0% 23.7% 3.7%
Yauco 21.3% 25.7% 4.4%
Pefiuelas 16.0% 20.0% 4.0%
Ponce 20.9% 25.2% 4.3%
Juana Diaz 17.1% 20.8% 3.7%
SPREDD 20.0% 24.1% 4.1%
Puerto Rico 19.7% 23.4% 3.7%

Source: American Community Survey 5-Year Estimates, ABEXUS Analytics
estimates for the SPREDD region

A
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Taking a look at the relative size of younger population groups
and its evolution can provide additional insight into the drivers
of population size and aging dependency, as well as the
potential for future growth of the working-age population in
the region. Table 4 shows the percentage of the population
that is 18 years or younger in SPREDD and Puerto Rico. As can
be seen, all municipalities have experienced losses in their
younger populations during the 2019 -2024 period, and 3 out
of 6 municipalities have experienced larger declines relative to
that observed at the Puerto Rico level.

Nonetheless, the SPREDD region has had a slightly higher
portion of its residents that are in younger age groups, and
the decline has been on par with the decline seen for Puerto
Rico. This suggests that the aging trend is driven mostly by
increases in older population age groups and not as much by
declines in the younger population. Moreover, this serves as
additional evidence that the age-dependent population in the
region is increasingly comprised of older residents relative to
that of Puerto Rico.

Despite a slower reduction of the younger population in the
region compared to Puerto Rico, such a decline points to a
lower potential for growth of the region’s resident population
in the future.

Table 4: Percentage of the Population Aged 18 Years or Younger in

SPREDD and Puerto Rico
Municipality 2019 2024 % Change
Guanica 20.3% 17.1% -3.2%
Guayanilla 20.9% 17.1% -3.8%
Yauco 19.1% 15.7% -3.4%
Pefiuelas 22.9% 19.0% -3.9%
Ponce 20.1% 17.1% -3.0%
Juana Diaz 21.8% 17.9% -3.9%
SPREDD 20.5% 17.2% -3.3%
Puerto Rico 19.5% 16.1% -3.4%

Source: American Community Survey 5-Year Estimates, ABEXUS Analytics
estimates for the SPREDD region

Migration patterns constitute another important driver of
population size and structure. These are critical to shed light
on how attractive the region is as a place to live or to relocate,
providing insight into the region’s capacity to attract and retain
residents.

Table 5 presents the percentage of the population that moved
to the United States in the last year in the SPREDD region

and Puerto Rico. It can be seen that 3 out of 6 municipalities
experienced increases in the share of their population that

has out-migrated to the United States. This pattern has been
stronger for the municipalities of Guanica and Penuelas,
signaling that residents in these municipalities move to the
United States at a higher rate compared to other municipalities
in the region and Puerto Rico.

A
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Meanwhile, Guayanilla, Juana Diaz, and Ponce have
experienced reductions in outmigration to the United States,
suggesting a strengthening capacity to retain residents
relative to mainland migration patterns.

The SPREDD region as a whole has experienced a decline of
0.4 percentage points in the fraction of its population that
chooses to move to the United States. While positive, this
decline is smaller than the reduction at the Puerto Rico level
(-1.5%). Moreover, the fraction of the region’s residents that
out-migrate to the US has surpassed that of Puerto Rico as of
2024. This implies that residents in the region tend to move
to the US at higher rates, and despite slight improvements, the
region still struggles to retain more of its residents relative to
Puerto Rico.

Table 5: Percentage of the Population 1 Year Ago that Moved to the
United States - SPREDD Region and Puerto Rico

Municipality 2019 2024 % Change
Guanica 1.9% 5.6% 3.7%
Guayanilla 2.1% 0.9% -1.2%
Yauco 1.6% 2.0% 0.4%
Pefiuelas 0.6% 4.0% 3.4%
Ponce 2.9% 2.0% -0.9%
Juana Diaz 2.3% 0.6% -1.7%
SPREDD 2.4% 2.0% -0.4%
Puerto Rico 2.9% 1.4% -1.5%

Source: American Community Survey 5-Year Estimates, ABEXUS Analytics
estimates for the SPREDD region

17
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While outmigration trends provide insight into the region’s
ability to retain residents, immigration trends can shed light
on its capacity to attract previous or new residents. Table 6
presents the percentage of the total population that have
migrated from the United States to the SPREDD region and
Puerto Rico.

As presented in the table, most municipalities in the region
have experienced increases in their immigration rates. This
trend has been particularly strong for municipalities such as
Guanica and Yauco, suggesting that these municipalities have
gained attractiveness for new or prior residents that were living
in the U.S.

Nonetheless, the overall trend for the region has been driven
by decreases in migration into larger municipalities, such

as Ponce, resulting in lower total migration into the region.
Compared to a migration rate of 0.8% from the United States
to Puerto Rico, the migration rate from the US to the SPREDD
region stands at 0.7%, and this rate has declined while that of
Puerto Rico has increased. This points to a slightly lower and
decreasing attractiveness of the region as a place to live for
potential new or prior residents.
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Table 6 : Percentage of the Population™ that have Moved from the
United States to the SPREDD Region and Puerto Rico

Municipality 2019 2024 % Change
Guanica 0.4% 2.8% 2.4%
Guayanilla 0.1% 0.3% 0.2%
Yauco 0.3% 1.2% 0.9%
Pefiuelas 0.7% 0.7% 0.0%
Ponce 0.7% 0.6% -0.1%
Juana Diaz 1.8% 0.4% -1.4%
SPREDD 0.8% 0.7% -0.1%
Puerto Rico 0.7% 0.8% 0.1%

Source: American Community Survey 5-Year Estimates, ABEXUS Analytics
estimates for the SPREDD region

These trends in population size and structure point to a
demographic profile that is mired by a decreasing ability of the
SPREDD to sustain population levels and growth over time.
This is intensified by an accelerated aging of the population
and a higher portion of residents in age-dependent groups. At
the same time, the region presents lower levels of retention
and attraction of current and new residents, as evidenced

by higher outmigration and lower migration into the region
relative to Puerto Rico.

These trends are not uniform across all SPREDD municipalities,
as some municipalities exhibit lower rates of population aging
and higherabikties yesadtsart and retain residents.

Moving forward, the analysis presented underscores the need
to design strategies that secure the necessary infrastructure
to attract new residents, repatriate former ones, and retain
the current population. Since literature consistently identifies
the lack of economic opportunity as the primary driver

of migration, the region must focus on creating diverse
economic pathways that are also adapted to the specific
service demands of an increasingly older population. This

is particularly vital given the previously identified existing
strength in its health services infrastructure”, which can be
leveraged as a pillar for both specialized employment and
high-quality care.

Furthermore, recent positive trends in municipalities

like Guanica, which has demonstrated an increased
attractiveness for migrants from the U.S, should be studied
to identify replicable drivers. Finally, foundational pull factors
such as a robust housing infrastructure must be prioritized
to stabilize the working-age population and rebalance the
region’s dependency profile, thereby reducing the structural
vulnerabilities of its most age-dependent groups.

n One of the strengths identified in the CEDS plan for the 2021-2026 period
is that the SPREDD region has “tremendous healthcare and healthcare education

assets”. A
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To set the stage for identifying push factors acting as barriers
for the attraction and retention of residents, it is essential to
craft a detailed socioeconomic and workforce profile of the
region. The next section provides detail on these trends, which
will set the foundation to identify structural gaps that can be

addressed in order to strengthen the region’s attractiveness as
a place to live.

3.2 Socioeconomic Trends -
SPREDD and Puerto Rico

Understanding the everyday economic reality of residents and
households is essential for identifying potential stressors in
the region and where the gaps in economic development are
reflected the most. This in turn is fundamental to examine
how population trends correlate with economic outcomes
and identify vulnerability points that represent obstacles for
multi-sector development. To craft a detailed profile of this
day-to-day economic reality, this section provides detail on
key socioeconomic indicators such as incomes, poverty and
general labor market conditions.

Table 7 shows the evolution of median household incomes
for the SPREDD region and Puerto Rico from 2019 to 2024.
As shown in the table, all SPREDD municipalities have
experienced increases in their median income levels. For
some municipalities, the increases in income levels have

19
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been substantial; the median household income in Yauco

has increased by 64.5% or almost $10,000 from a base of
$14,743, while median incomes in municipalities such as
Guanica, Guayanilla and Penuelas have increased by over 30%,
exceeding the increase of 28% at the Puerto Rico level.

For the SPREDD region, the increase in the median household
income stands at 38%, exceeding the growth observed in
Puerto Rico by 10 percentage points. Given that overall price
levels have increased by 16% during the period studied’, this
implies a substantial increase in the real purchasing power of
residents in the region.

The higher relative increase in median incomes for some
municipalities and the region could be attributed to factors
such as the adjustments in the state minimum wage®. Since
the median income in SPREDD was closer to minimum wage
levels before these adjustments were implemented, they
could have resulted in higher relative increases in wages in the
region'.

12 Cumulative inflation from January 2019 to December 2024 based on the
Puerto Rico consumer price index published by the Puerto Rico Department of Labor
and Human Resources.

13 Minimum Wage Analysis for Puerto Rico: Final Report. ABEXUS Analytics.
https://www.trabajo.pr.gov/docs/Avisos/General%20Minimum%20Wage%20Report.pdf

14 In Yauco, for instance, the median annual income was $14,743, which is less
than the previous $15,280 annual minimum wage (based on an hourly minimum wage
of $7.25 and 2,080 working hours per year).
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Table 7: Median Household Income in the SPREDD Region and
Puerto Rico

Municipality 2019 2024 % Change |
Guanica $ 12995 $ 17,633 35.7%
Guayanilla $ 17379 $ 23,915 37.6%
Yauco $ 14,743 $ 24,255 64.5%
Pefiuelas $ 16,718 $ 22,697 35.8%
Ponce $ 17,069 $ 19,877 16.5%

JuanaDjaz  $ 20657 $ 24852 203%
SPREDD $ 16,894 $ 23,306 38.0%
Puerto Rico $ 20,539 $ 26,297 28.0%

Source: American Community Survey 5-Year Estimates, ABEXUS Analytics
estimates for the SPREDD region

A fundamental indicator to identify economic vulnerabilities in
the region is the fraction of the population with incomes below
the federal poverty level. This indicator is crucial to determine
the degree to which residents are having trouble in covering
basic necessities given their income levels. Table 8 shows

the percentage of the population whose income is below the
federal poverty line for the SPREDD region and Puerto Rico.

Table 8 : Percentage of the Population Whose Income is Below the
Federal Poverty Line in the SPREDD Region' and Puerto Rico

| Municipality 2019 2024 % Change
Guanica 63.4% 63.6% 0.2%
Guayanilla 54.8% 46.4% -8.4%
Yauco 49.0% 41.9% -71%
Pefuelas 57.4% 52.3% -51%
Ponce 51.4% 49.7% -1.7%
Juana Diaz 46.7% 44 1% -2.6%
SPREDD 53.8% 49.7% -4.1%
Puerto Rico 44.1% 40.5% -3.6%

Source: American Community Survey 5-Year Estimates, ABEXUS Analytics
estimates for the SPREDD region

As can be seen, 5 out of 6 SPREDD municipalities have
experienced declines in their poverty levels in the period
studied. Some of these declines have exceeded the -3.6%
decline in the poverty rate at the Puerto Rico level, such as the
declines of -8.4%, -7.1% and -5.1% observed for Guayanilla, Yauco
and Penuelas, respectively. This is also true for the region,
which recorded a decline of -4.1% in its poverty rate.

However, the percentage of the population living below the
federal poverty line in the region stood at an estimated 49.7%
in 2024, exceeding the baseline poverty level for Puerto Rico
(40.5%) by 8.3 percentage points. Thus, the region as a whole

15 SPREDD region poverty rate is estimated as the average poverty rate across
municipalities weighted by the total population of each municipality.
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continued to have higher rates of poverty than Puerto Rico
during 2024, pointing to a gap in the fraction of the population
with just enough income to cover basic necessities. This
evidences a structural gap in economic outcomes for the
region’s population relative to Puerto Rico, particularly in terms
of income generation and affordability of basic necessities.

Such a high rate of poverty could be correlated with population
loss and age-dependency. In Guanica and Ponce, poverty
rates did not decline as fast relative to Puerto Rico, and both
municipalities have experienced substantial population loss,
with Ponce experiencing lower rates of migration to the
municipality and the highest increase in population age-
dependency.

To better understand the drivers of income and poverty, it

is key to examine general labor market conditions. These
determine the capacity of the region to ensure opportunities
for residents to increase their income potential, as well as the
residents’ pre-disposition to do so by participating in the labor
market.

Table 9 presents the labor force participation rate for the
SPREDD region and Puerto Rico. It can be seen that 4 out

6 SPREDD municipalities have experienced increases in the
fraction of their population that participate in the labor force,
and their participation gains have exceeded the gains for
Puerto Rico as a whole (1.9%).

In the SPREDD region, labor force participation increased by
2.9 percentage points, exceeding the gains seen in Puerto
Rico labor force participation by 1 percentage point. Despite
the higher relative increase from 2019 to 2024, labor force

2]
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participation in the region still stands below participation levels
for Puerto Rico by 4 percentage points as of 2024. This implies
a gap in workforce availability and pre-disposition of residents
to participate in the labor market.

Table 9: Labor Force Participation Rate: SPREDD Region and Puerto

Rico
Municipality 2019 2024 % Change
Guanica 34.7% 42.5% 7.8%
Guayanilla 40.4% 40.1% -0.3%
Yauco 36.1% 43.2% 7.1%
Pefiuelas 40.5% 43.1% 2.6%
Ponce 37.4% 40.9% 3.5%
Juana Diaz 49.3% 46.5% -2.8%
SPREDD 39.5% 42.4% 2.9%
Puerto Rico 44.5% 46.4% 1.9%

Source: American Community Survey 5-Year Estimates, ABEXUS Analytics
estimates for the SPREDD region

While labor force participation provides insight on the
availability and disposition of residents to participate in
the workforce, it is also essential to examine the ability
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of those participating in the labor force to secure job
opportunities. This is determined by the level of demand from
employers in the region and can be measured by the level of
unemployment. Table 10 shows the unemployment rates for
the SPREDD region and Puerto Rico.

As shown in the table, all municipalities have experienced
decreases in their unemployment rates, with Ponce being a
notable exception. The 5 municipalities with declines in their
unemployment rates experienced larger relative declines than
Puerto Rico. Nonetheless, given the large share of the region’s
unemployed that reside in Ponce, the increase in Ponce’s
unemployment rate resulted in a lower drop in the region’s
unemployment rate compared to Puerto Rico. This despite all
other municipalities having declines of larger magnitude.

While most municipalities experienced larger reductions
relative to the decline in Puerto Rico, the SPREDD region
continued to have a structurally higher level of unemployment
as of 2024 compared to Puerto Rico. In some municipalities,
the unemployment rate can be considered as noticeably high,
such as in Guanica and Guayanilla, where unemployment rates
stand at 22.9% and 17.3%, respectively. The rest of the SPREDD
municipalities also have a higher rate of unemployment
compared to Puerto Rico.

The higher relative levels of unemployment in the region imply
a structural gap in the region’s capacity to ensure that job
opportunities are available for those seeking to find work.

Table 10: Unemployment Rates in the SPREDD Region and Puerto Rico

Municipality 2019 2024 % Change
Guanica 29.6% 22.9% -6.7%
Guayanilla 21.7% 17.3% -4.4%
Yauco 20.2% 11.9% -8.3%
Penuelas 22.0% 11.2% -10.8%
Ponce 12.4% 15.1% 2.7%
Juana Diaz 21.6% 16.1% -5.5%
SPREDD 17.4% 15.0% -2.4%
Puerto Rico 16.1% 10.7% -5.4%

Source: American Community Survey 5-Year Estimates, ABEXUS Analytics
estimates for the SPREDD region

The trends presented above suggest a mixed picture for the
socioeconomic profile of the SPREDD region. This mixed
picture is characterized by overall progress in advancing
certain positive economic outcomes, while the region still lags
behind Puerto Rico in key measures related to economic self-
sufficiency and security of households.
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The positive trends in terms of income increases, poverty
decreases, as well as improvements in labor force participation
and unemployment reductions, show that the region has a
remarkable ability to remain economically resilient during the
period studied. This becomes evident when one considers

the events that have disproportionately impacted the region
relative to other areas of Puerto Rico, such as the 2020
earthquakes.

Notwithstanding the economic resiliency shown by the region,
the trends presented provide evidence of structural gaps that
should be addressed to improve the region’s capacity to ensure
sustainable development across all sectors.

Importantly, the higher levels of unemployment and lower
participation in the labor market relative to Puerto Rico point
to a lower baseline availability of employment opportunities
and incentives to labor force participation of residents. This
ultimately translates into lower levels of economic prosperity
and security for the population, as reflected by the lower
incomes and higher poverty rates in the region relative to
Puerto Rico.

In order to improve the region’s capacity to ensure positive
economic outcomes and achieve economic development
goals, a focus must be placed on strategies that result in the
creation of high-quality employment opportunities, and which
improve the readiness and pre-disposition of residents able to
participate in the labor market.

This could include strategies to resolve potential skill
mismatches in the labor market so that current and future
labor force participants have the present and future skills
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demanded by the market. This is particularly relevant, as
CEDS guidelines emphasize the critical role that workforce
development must have on development strategic planning'™.

The strategic planning and design process should also
consider placing focus on sectors intensive in labor demand
aligned to the educational and occupational profile of the
region’s workforce, especially in sectors for which the region
has a proven history of being attractive. Nonetheless, it should
also look to tackle or resolve potential areas of opportunity

that make it unattractive to other industries, for which
workforce training and infrastructure readiness can prove to be
beneficial.

Moreover, an important emphasis must also be placed on
devising strategies to remove barriers and provide incentives
for labor force participation. Given the high age-dependency
ratio, a possible strategy that can prove valuable could be
improving care services of children and the elderly. Strategies
should also be evaluated to provide a pathway to labor force
participation for working-age residents dependent on federal
and local aid to which they could lose access upon obtaining
employment.

To set the stage for devising strategies that result in the
creation of quality employment and higher inclusion of
residents in the local labor market, it becomes particularly
relevant to examine the profile of the region’s current
workforce, which is the subject of the next section.

16 Comprehensive Economic Development Strategy (CEDS) Content Guidelines:
Recommendations for Creating an Impactful CEDS, Page 24.
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3.3 Workforce Trends -
SPREDD and Puerto Rico

Understanding the profile of the current workforce is critical
for identifying whether the region possesses the human
capital necessary to support high-growth sectors and provide
residents with pathways to upward economic mobility. This in
turn is key to identifying strengths in the existing workforce
that serve as employer retainers and attractors, as well as areas
of opportunity in terms of mismatches with industry demands
that can be mitigated via workforce development.

This section establishes a baseline profile of the region’s labor
force by providing detail on levels of education, occupational
specialization and the industry distribution of the workforce.
These characteristics ultimately determine the level of
alignment between current workforce skills and present and
future industry demands. They also determine the readiness of
the workforce to occupy the jobs of the present and the future,
as well as its exposure to shifts in technology and other global
trends.

Table 11 shows the percentage of the population aged 25

years or older possessing a bachelor’s degree or higher in the
SPREDD region and Puerto Rico. As presented in the table,

5 out 6 municipalities have experienced increases in the
fractions of their population with a bachelor’s degree or higher,
pointing to an increasingly educated population in most
SPREDD municipalities.

Nonetheless, most municipalities still have a lower portion

of their populations possessing at least a bachelor’s degree
compared to the fraction in Puerto Rico (29.8%). For instance,
only 16% of residents 25 years or older in Guanica have at least a
bachelor's degree.

Overall, SPREDD experienced an increase of 2.5% in its
population educated with at least a bachelor’'s degree.
However, this increase was smaller relative to the growth of
3.9% for Puerto Rico. Furthermore, the portion of those with

at least a bachelor’s degree in the region, standing at 27.9%,
has remained lower than the 29.8% level in Puerto Rico as of
2024. This implies a structural gap in terms of educational
attainment of the region’s population, which can translate into
a lower readiness of the workforce to attain jobs in high-paying
sectors that are schooling intensive.

If the industries that are based in the region require talent with
skills that are acquired through university education, this can
imply a mismatch between skills demanded by employers and
those supplied by the region’s workforce relative to Puerto
Rico. Moreover, this can also imply that industries attracted

to the region could face greater issues finding talent if these
firms are intensive in educated labor. This in turn can create
uncertainty around their long-term retention in the region.
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Table 11: Percentage of the Population 25 Years and Over with a
Bachelor’s Degree or Higher in the SPREDD Region and Puerto Rico

Municipality 2019 2024 % Change
Guanica 15.5% 15.8% 0.3%
Guayanilla 24.7% 24.1% -0.6%
Yauco 24.6% 28.4% 3.8%
Pefuelas 21.9% 25.1% 3.2%
Ponce 27.5% 29.6% 2.1%
Juana Diaz 25.0% 28.5% 3.5%
SPREDD 25.4% 27.9% 2.5%
Puerto Rico 25.9% 29.8% 3.9%

Source: American Community Survey 5-Year Estimates, ABEXUS Analytics

estimates for the SPREDD region
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More than examining the educational profile of the population
25 years or older, which is likely to be already in the labor
force, it is also essential to examine the educational profile of
younger groups that will potentially make up the workforce

of the future. This is fundamental to determine the level of
readiness and skill that younger residents and workforce
participants will rely on to satisfy present and future industry
demands.

Figure 4 shows the distribution of residents aged 18 to 24 years
by educational attainment. As can be observed, SPREDD
municipalities tend to have a lower portion of their younger
populations that have completed some college education or

a bachelor’s degree, with two notable exceptions: Juana Diaz
and Guanica.

In both of these municipalities, there is a higher share of 18-

to 24-year-old residents that have completed some college
education or that have already attained four-year degrees
relative to Puerto Rico. Given the high educational attainment
levels of their younger residents, these municipalities have

the potential to be direct feeders of the region’s future skilled
talent pool if the region is able to retain them.

As for the SPREDD region, the portion of the younger
population that has completed some college or has already
earned a bachelor’s degree stands at 53.6% and 10.0%,
respectively, compared to 54% and 10.7% for Puerto Rico. Thus,
the educational readiness of the region’s younger population
is closely in line with that of Puerto Rico, although slightly
lower. Improving this slight gap could turn the educational
profile of the region’s younger population into a potential area
of strength for SPREDD to secure a robust talent pool for the
industries of the future.
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Figure 4: Percentage of the Population 18 to 14 Years Old by
Educational Attainment Level (2024)

M Less than high school graduate
B High school graduate (includes equivalency)
B Some college or associate's degree

B Bachelor's degree or higher

Guanica 29.0% 61.0% 9.1%
Guayanilla [ WEA 29.1% 52.6% 11.6%

Yauco WA 29.7% 56.5% 8.6%

Pefuelas 13.0% 26.6% 51.2% 9.2%

Ponce

Juana Diaz 10.7% 16.3%

SPREDD

Puerto
Rico

Source: American Community Survey 5-Year Estimates 2024
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Aside from the level of education, the occupational
distribution of employment is key to determine technical

skill levels and the areas of expertise of the region’s current
wokforce. This will set the basis to determine the potential

to attract and retain industries requiring particular talent
profiles to the region, and to identify vulnerabilities and
exposure of the region’s workforce to current and future shifts
in technology and other trends at the global level.

Figure 5 shows the distribution of the current workforce

in each municipality by the occupational category into

which they fall. As shown, the percentage of the region’s
workforce that is concentrated in management, business,
science and arts occupations stands at 30%, slightly below
the percentage of Puerto Rico as a whole (33%). This implies
that the region’s workforce has a lower level of specialization
profile in occupations that tend to require higher educational
attainment levels and are more technical in nature (“white-
collar”).

Moreover, some patterns stand out across specific
municipalities. For instance, the Yauco workforce is employed
in “white-collar” occupations at a higher rate compared to

the rest of the region, signaling a higher concentration of the
workforce with technical skills in this municipality. Moreover,
Penuelas has a higher portion of its workforce employed

in the natural resources, construction and maintenance
occupations. This shows a high concentration of talent in that
municipality for essential industries such as construction and
utilities.

On the other hand, the fraction of the workforce employed in

sales and office occupations stands at 26%, which points to

a slightly higher concentration of workers in sales and office

occupations in the region compared to that of Puerto Rico
27
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(25%). This includes sales and related occupations, as well as
office and administrative support.

One important pattern to note is that the region presents a
high share of workers employed in production, transportation
and material-moving occupations. Despite the lack of high
specialization in more technical occupations, the higher

share of workers experienced in these areas represents a
foundational strength to enable multi-sector development, as
these occupations constitute the backbone of logistics across a
wide range of industries, such as manufacturing, construction,
retail and wholesale trade, and others such as healthcare and
accommodation.
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Figure 5: Distribution of Employment by Major Occu‘;)ational Group in
the SPREDD Region and Puerto Rico (2024)

B Management, business, science, and arts occupations

B Natural resources, construction, and maintenance occupations
Production, transportation, and material moving occupations

B Sales and office occupations

B Service occupations

Guanica PAP 13% 19% AV 27%

Guayanilla 23% 1% 16% 23% 27%
Yauco 32% 6% 16% 25% 21%
Pefuelas 25% 18% 15% 20% 21%

Ponce 32% 7% 10% 28% 23%

Juana Diaz 31% 8% 14% 27% 20%
SPREDD 30% 9% 13% 26% 22%
Puerto Rico 33% 10% 12% 25% 21%
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To gain a deeper understanding of the economic sectors
driving labor demand in the regional economy and how the
workforce profile impacts economic activity, it is essential to
examine the industry structure of employment in the region.

Table 12 shows the distribution of employment by industry
in the SPREDD region from 2019 Q1 to 2025 Q2, and the
corresponding percentage changes for SPREDD and
Puerto Rico. As presented in the table, several sectors
have experienced substantial increases in their levels of
employment, signaling strong labor demand by firms
operating in these industries.

Overall, total employment in the region has increased from
50,473 employees in 2019 QI to 61,373 employees in 2025 Q2,
a 21.6% increase during this period. The industries that drove
the growth in employment during the period are educational
services (increase of 118.4%), public administration (71.2%),
accommodation and food services (40.4%), real estate and
rental and leasing (29.4%) and manufacturing (28.9%).

This points to an increase in labor demand in sectors in which
the region has specialized historically, as identified in previous
assessments of regional strength. For instance, the substantial
increase in employment in the educational services runs
contrary to patterns seen in this sector at the Puerto Rico level,
which saw a reduction of -15.8% in employment. Moreover, the
healthcare services sector has increased their employment by
15.4%, outpacing the increase for this sector in Puerto Rico by
3.4 percentage points.
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Since these sectors tend to rely on an educated talent pool
with greater levels of educational attainment and technical
skill, their ability to increase employment could stem from a
higher availability of workers traveling to work in the region
but living outside of it, as well as those living in municipalities
with higher baseline levels of education, such as Ponce, Juana
Diaz and Yauco.

Moreover, the accommodation and food services sector has
increased employment by 40.4%, 13.5 percentage points higher
compared to the growth of 27.9% of employment in Puerto
Rico. This could signal a higher relative level of demand for
tourism and food services in the region.

Perhaps more importantly, the manufacturing sector

has increased their employment levels by 28.9%, which is
significantly higher than the increase of 9.3% seen in Puerto
Rico. This points to evidence of stronger relative labor demand
from this sector and signals a robust and continuous ability

to capitalize on a sector that has always been economically
important for the southern region.

Nonetheless, the increase in employment has not been
distributed equally, and there are sectors that have shown
weakness in maintaining their levels of employment.

For instance, the construction sector has experienced a decline
of 54% in employment, which runs contrary to trends seen for
Puerto Rico, as this sector has been the main driver of island-
wide employment growth in recent years.
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Table 12: Distribution of Employment and Percentage Change by

Industry in the SPREDD Region and Puerto Rico (2019 Q1 - 2025 Q2)
% Change % Change
Industry 2019 Q1 2025 Q2
SPREDD PR
Accommodation and Food Services 4597 6,454 40.4% 27.9%
Administrative and Support and Waste
L. . 3,716 3,240 -12.8% -0.3%
Management and Remediation Services
Agriculture, Forestry, Fishing and Hunting 1,315 600 -54.4% -21.7%
Arts, Entertainment, and Recreation 179 203 13.4% 61.1%
Construction 1,869 859 -54.0% 49.8%
Educational Services 3,106 6,785 118.4% -15.8%
Finance and Insurance 899 1132 25.9% 16.7%
Health Care and Social Assistance 6,346 7,322 15.4% 11.8%
Information 598 1 -98.2% -21.9%
Management of Companies and Enterpriseg 387 399 31% 243%
Manufacturing 6,398 8,248 28.9% 9.3%
Jdining, Quarrying, and Oil and Gas Extractio 112 - -100.0% 19.2%
dther Services (except Public Administratior] 811 933 15.0% 11.4%
'rofessional, Scientific, and Technical Servics 1,231 1,509 22.6% 24.7%
Public Administration 5,384 9,218 71.2% 2.7%
Real Estate and Rental and Leasing 1,321 1,710 29.4% 18.4%
Retail Trade 10,873 10,936 0.6% 6.9%
Transportation and Warehousing 1,063 1,040 -2.2% 13.5%
Utilities - 480 - -7.6%
Wholesale Trade 268 294 9.7% 11.8%
Grand Total 50,473 61,373 21.6% 8.4%

Source: Quarterly Census of Employment and Wages, ABEXUS Analytics estimates for the SPREDD region
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Overall, these trends suggest a lower level of educational
attainment and overall lower specialization of the region’s
workforce in occupations requiring higher levels of technical
knowledge.

Nonetheless, labor demand trends at the industry level signal
strong hiring in sectors requiring high levels of education

and technical skills. This suggests that the lower levels of
educated and high-skill labor supply relative to Puerto Rico are
not constraining employment growth in specialized sectors.
Moreover, labor supply for these sectors could be stemming
from newly educated workers in the region, as evidenced by
moderate but material increases in educational attainment, as
well as possible hiring of educated workers living outside the
region.

These trends also have implications for the creation of
future employment opportunities and industry retention
and attraction. The lower baseline levels of education and
specialization of the workforce in technical occupations can
result in a mismatch between occupational experience of
workers and the profile demanded by present and future
firms. This will determine whether the trend of strong hiring
in specialized sectors can be sustained into the future and
whether other sectors experiencing weakness can recover.

Despite strong growth in regional employment relative to
Puerto Rico, the increasing levels of labor force participation

and persistently high levels of unemployment evidenced in
31
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the previous section point to a high portion of the workforce
that still struggles to find employment opportunities. This
could potentially signal a structural mismatch of skills
demanded by employers and the skill profile of a high portion
of the workforce. It can also reflect relatively low levels of
demand and activity in certain sectors, such as construction.
These factors could risk the future sustainability of strong
employment growth trends.

An important aspect to note is that the lower portion of the
population in technical, “white-collar” occupations implies
that a lower share of workers in the region is exposed to
advancements in Artificial Intelligence (Al)”7. Nonetheless,
there is a slightly higher share of workers concentrated in sales
and office occupations, which is the second most exposed
group exposed to Al, and possibly has a lower adaptive
capacity to learn and apply these new technologies®™. This
presents a risk of future worker displacement, particularly in
office and administrative support occupations.

17 Management, business, science and arts occupations have been estimated to
be the occupational group most exposed to Al language models, followed by sales and
office occupations (EW Felten, et. al., 2023).

18 Manning, S. J., & Aguirre, T. (2026). How Adaptable Are American Workers to
Al-Induced Job Displacement? (No. w34705). National Bureau of Economic Research.
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Moreover, recent advancements in robotics and other breakthrough
technologies can potentially expand the reach of future technological
advancement to other occupations'™. This could result in the exposure of a
higher portion of the workforce to risk of displacement in the absence of up-
skilling and re-skilling strategies.

These trends highlight the importance of incorporating workforce
development as a priority area of the strategic planning process for the 2026-
2031 period, in line with modern CEDS guidelines. Such strategies should plan
for forward-looking workforce training that engages employers to understand
their present and future talent needs, as well as academia to ensure
curriculums are aligned to present and future skills demanded, especially in
the face of rapid technological advancement. This is particularly relevant given
that the region’s education infrastructure has already been identified as a
significant strength.

19 According to the World Economic Forum’s 2025 Future of Jobs Report, 58% of employers expect
robots and autonomous systems to impact their operations by 2030.
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The next section will place these trends into better context
by providing detail on the concentration of overall economic
activity by industry. This will set the foundation to better
understand potential mismatches between industry
demands and current workforce skills, as well as identifying

economic sectors in which the region specializes and can
act as sources of higher economic activity and employment
opportunities.

3.4 Industry Ecosystem-
SPREDD and Puerto Rico

Examining the current structure of economic activity at
the industry level is key to identifying areas of economic
specialization within the region. This is also essential to
pinpoint sectors that necessitate the establishment of
supportive foundational conditions to reach their growth
potential.

Furthermore, the evolution of this structure over time can
provide insight into sectors experiencing growth momentum
and others undergoing difficulties due to changes in market
conditions at the local and international level. This sets the
stage for determining strengths and weaknesses for multi-
sector development in a dynamic rather than static manner.

To provide a detailed overview of the sectors driving economic
activity in recent years and for which the region stands as an
attractive place to establish operations, this section analyzes
the concentration and evolution of business establishments
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by industry. It also goes into detail regarding trends in specific
sectors such as manufacturing, tourism and agriculture. A
detailed analysis of these sectors is particularly relevant given
their large fluctuations in employment presented in the
previous section.

3.4.1. Concentration of Business
Establishments in the SPREDD Region

An important element in the development strategic planning
process is the identification of strengths and opportunities
within the existing economic landscape. These can often

be observed in the form of sectors for which the region is
attractive as a place to establish operations, pointing to
specific areas of specialization at the region level. At the same
time, this is reflected in a high concentration of businesses
relative to the average concentration at the national level.

Table 13 presents the location quotients for establishments in
each industry for the SPREDD region and Puerto Rico during
2025 Q2%°. As can be seen in the table, 11 out of 20 industries
have higher location quotients in the region than the quotients
for Puerto Rico. This implies that these industries have a
higher concentration in the SPREDD region.

The industries with a higher concentration in the region
relative to their concentration in Puerto Rico are Utilities
(location quotient of 512.3), Transportation and Warehousing
(quotient of 19.5), Agriculture, Forestry and Fishing (quotient of
7.2), Educational Services (quotient of 4.4), Mining, Quarrying,

20 The establishment location quotient is defined as the average concentration
of establishments in a particular area relative to the average concentration of
establishments at the national level.
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Oil and Gas extraction (quotient of 1.6), Construction (quotient
of 0.9), Retail Trade (quotient of 2.4), Manufacturing (quotient
of 1.7), Health Care and Social Assistance (quotient of 1.2), and

Accommodation and Food Services (quotient of 1.7).

The high establishment LQ’s in Utilities, Transportation and
Warehousing, Agriculture and Educational Services reflect the
level of specialization that the region has always maintained in
this sector. It is well known that most of the energy consumed
in the Island is generated in the South and distributed to the
rest of the Island via the electrical grid, which explains the high
LQ of the region in Utilities.

The high LQ’s in Transportation and Warehousing can reflect
the presence of significant infrastructure assets in the region,
such as Mercedita airport and the Port of Ponce. Since
November 1996, the Port of Ponce is the central location for
Foreign Trade Zone 163, and it has since converted into a
logistics and warehousing hub?.

Moreover, the municipalities of Guanica, Guayanilla, Yauco and
Juana Diaz drive the high establishment LQ in Agriculture.
According to the USDA Census of Agriculture for 2022, these
municipalities accounted for 91.6% of all agricultural crop sales
in the region and 9% of total crop sales in Puerto Rico.

Furthermore, other industries that have been highlighted
in the past for their contributions to economic activity in

21 Zona Libre del Sur

the region show high LQ’s, evidence of the continuous
specialization of the region in such sectors. These include
Educational Services, Manufacturing and Health Care and
Social Assistance.
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Table 13: Location Quotient by Industry. SPREDD Region and Puerto

Rico (2025 Q2)
Loc. LO,C'
Industry Quotient - QLF‘)ZZ(:: i
SPREDD .
Rico

Accommodation and Food Services 1.7 15
Administrative and Support and Waste 50 e
Management and Remediation Services
Agriculture, Forestry, Fishing and Hunting 7.2 32
Arts, Entertainment, and Recreation 0.5 1.1
Construction 0.9 0.3
Educational Services 4.4 25
Finance and Insurance 0.5 1.9
Health Care and Social Assistance 1.2 0.8
Information 03 0.9
Management of Companies and Enterprises 03 0.4
Manufacturing 1.7 13
Mining, Quarrying, and Oil and Gas 1.6 03
Other Services (except Public 0.8 1.0
Professional, Scientific, and Technical 0.4 0.9
Public Administration 4.6 1.9
Real Estate and Rental and Leasing 0.8 12.7
Retail Trade 2.4 1.8
Transportation and Warehousing 19.5 2.4
Utilities 512.3 141.0
Wholesale Trade 05 0.9

Source: Quarterly Census of Employment and Wages, ABEXUS Analytics

estimates for the SPREDD region
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While location quotients provide a profile of the region’s
historical specialization at the industry level, the next
subsection examines the evolution of activity in these sectors
and provides details on emerging strengths and weaknesses in
the economic structure and specialization profile of the region.
This can aid in determining if these areas of specialization
continue to be strong sources of economic activity and
employment, and their capacity to contribute to economic
development in the long term.

3.4.2. Evolution of Business Establishment
Activity in the SPREDD Region-2019 to 2025

Table 14 presents the number of business establishments for
the SPREDD region and Puerto Rico from 2019 Q1 to 2025 Q2.

As presented in the table, all municipalities have experienced
growth in the number of establishments during 2019 and
2024, but most have experienced lower growth compared to
the 13.2% growth rate for Puerto Rico. One notable exception
is the municipality of Juana Diaz, where the number of
establishments has grown by 20.2%. On the other hand,

the decrease in establishments in Guanica coincides with

a substantial fall in its population, potentially signaling a
correspondence between population levels and business
activity.

As for the SPREDD region, the number of establishments

has increased by 8.3%, which implies a lower growth rate of
business establishments in the region compared to Puerto
Rico. The lower growth rate in establishment counts can
suggest that business activity in the SPREDD region has
remained below the growth at the Puerto Rico level since 2019.
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Table 14: Number of Establishments for the SPREDD Region and The industries leading the growth in establishment activity
Puerto Rico during the period are arts, entertainment and recreation
(growth of 47.6%), accommodation and food services (24.8%),
construction (21.3%) and professional, scientific and technical

Municipality 2019 2024 % Change |  Sservices (17.2%).
Guanica 1n2 110 -1.8%
Guayanilla 125 139 11.2% Meanwhile, the industries with the largest decline in their
o number of establishments have been mining, quarrying, and
Yalico pa Y Lo oil and gas extraction (-14.6%), public administration (-8.7%),
Pefiuelas 172 187 8.7% educational services (-5.8%), and agriculture, forestry, fishing
Ponce 2,232 2,364 5.9% and hunting (-5.8%).
Juana Diaz 321 386 20.2%
SPREDD 3,386 3,666 8.3%
Puerto Rico 46,174 52,367 13.4%

Source: Quarterly Census of Employment and Wages, ABEXUS Analytics
estimates for the SPREDD region

Table 15 presents the evolution of business establishments
at the industry level from 2019 Q1 to 2025 Q2, as well as the
growth rate by industry for the SPREDD region and how it
compares to Puerto Rico. As shown in the table, the lower
increase in the number of establishments in the region relative
to Puerto Rico is driven by a combination of lower growth rates
in several industries along with a higher number of industries ,_ . /B
experiencing declines. ; T . . . 3T
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Table 15: Number of Establishments by Industry for the SPREDD Region and Puerto Rico (2019 Q1 - 2025 Q2)

% Change % Change
Industry 2019 Q1 2025 Q2
SPREDD PR
Accommodation and Food Services 323 403 24.8% 29.4%
Administrative and Support and Waste
L. . 125 123 -1.6% 1.3%
Management and Remediation Services
Agriculture, Forestry, Fishing and Hunting 138 130 -5.8% -10.5%
Arts, Entertainment, and Recreation 21 31 47.6% 30.7%
Construction 155 188 21.3% 30.9%
Educational Services 51 48 -5.9% 5.4%
Finance and Insurance 100 98 -2.0% 17.4%
Health Care and Social Assistance 701 737 51% 9.3%
Information 32 33 31% 9.1%
Management of Companies and Enterprises 7 7 0.0% -6.5%
Manufacturing 165 174 5.5% 14.1%
Mining, Quarrying, and Oil and Gas Extraction 7 6 -14.3% -7.5%
Other Services (except Public Administration) 250 266 6.4% 9.2%
Professional, Scientific, and Technical Services 232 272 17.2% 36.5%
Public Administration 103 94 -8.7% -9.7%
Real Estate and Rental and Leasing 105 121 15.2% 14.4%
Retail Trade 656 718 9.5% 8.7%
Transportation and Warehousing 97 100 31% 9.6%
Unclassified 17 5 -70.6% -78.6%
Utilities 14 14 0.0% 12.9%
Wholesale Trade 87 98 12.6% 9.5%
Grand Total 3,386 3,666 8.3% 13.4%

Source: Quarterly Census of Employment and Wages, ABEXUS Analytics estimates for the SPREDD region
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The decline in establishments in the educational services
industry points to a potential ongoing consolidation of

activity in this sector. This is important to note given the
historical importance and strength that the sector has shown
in supporting activity in the region. While the educational
services sector has driven the growth of regional employment
in recent years, this consolidation in establishments could
point to a lower growth potential in the long term, which could
be intensified by an increasingly aging population.

Sectors such as agriculture and mining subindustries have
experienced both a decline in the number of establishments
and employment. These trends signal a shrinking growth
potential of these sectors at the regional level despite the
historical specialization of the region as a hub of agriculture
production.

It is important to note that there are some sectors where high
establishment growth tends to translate into corresponding
higher levels of employment, suggesting that these sectors
are strong sources of employment when their operations are
expanded. For instance, the strong growth in establishment
counts in accommodation and food services has been
accompanied by corresponding increases in industry
employment. This evidences not only the strong demand
for tourism activity in the region, but also the sector’s role as
an important source of employment with a potentially high
multiplier of economic activity.

This is true for the manufacturing sector as well, where
establishments have grown by 5.5% and employment has
grown by 28.9%. While the number of establishments

in the industry has grown faster in Puerto Rico, industry
employment has grown faster in the region. This suggests

that manufacturing activity has been driven by strong growth
prospects in demand for products from existing manufacturers
in the region, not necessarily from new ones.

Other sectors have experienced high rates of growth in their
number of establishments without corresponding increases
in employment, signaling that these industries have not been
strong sources of employment and activity in the region in
recent years. These sectors are the arts, entertainment and
recreation sector, as well as retail trade. In these industries,
business establishment growth has outpaced growth in Puerto
Rico establishments, but employment has lagged Puerto
Rico's employment growth by a significant amount. This is
particularly true for retail trade, where establishments have
increased by almost 10% but employment has increased by a
mere 0.6%.

38

A
<«SPREDD
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Despite a historical specialization of the SPREDD region

in sectors like Utilities, Agriculture, and Transportation,

the industry profile reveals that the highest capacity for
sustained expansion and employment creation currently
lies in Manufacturing, Healthcare, and Educational Services.
To capitalize on these trends, several strategies should be
considered to take advantage of regional strengths and
overcome weaknesses.

An important area of focus to consider must be the cultivation
of academic partnerships that attract younger residents to
advanced industries. These should provide specialized training
for the existing and future workforce, a critical necessity given
the region's accelerated ageing and smaller pool of young
residents.

By leveraging the region’s established higher education assets
and the presence of highly educated younger population
pockets in municipalities like Juana Diaz and Guayanilla,
SPREDD can cultivate the skilled workforce required to support
technical-skill intensive sectors such as manufacturing and
healthcare. This approach can position the region as a hub for
skilled talent, simultaneously providing essential healthcare
services for an increasingly older population while offering
high-value career paths for younger population cohorts.

Parallel to initiatives to develop advanced workforce skills,
the region must bridge this focus with the deep-rooted
experience of a higher portion of its workforce in production,
transportation, and material moving occupations. These
occupations form the essential logistics and operational
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backbone for multi-sector growth. Every highly engineered
product designed in advanced manufacturing requires a
sophisticated supply chain and movement process, and
SPREDD's significant share of workers in these technical roles
provides a significant competitive advantage to support such
operations.

Furthermore, the high concentration of service occupations

in the region serves as a vital talent pool for the thriving
accommodation and food services sector, which has
demonstrated a robust ability to outpace island-wide
employment growth. By integrating these diverse occupational
strengths, ranging from service and logistics to production and
management, the region can transition toward a diversified
economic ecosystem that can sustain growth in the long term.

While the integration of these diverse occupational strengths
sets the foundation for diversified development, the
sustainability of this growth is inextricably linked to the quality
of the region's physical assets. Even the most productive
industries and highly skilled talent pools cannot reach their
full potential without a reliable physical infrastructure capacity
that supports modern operations and high-density activity.

A
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The following section provides a deep dive into these
infrastructure capacities. Identifying the structural Barriers
and planned improvements in these areas will shape the
region's ability to attract new investment, support its aging
population, and ensure that its physical environment can
catch up to its economic and human capital aspirations.

In late 2025, the Puerto Rico Energy Bureau approved the
addition of two new charges to the total cost, one related to
the financing of retiree pensions and an additional provisional
charge. Moreover, the Plan of Adjustment (POA) to restructure
the debt of the Puerto Rico Electric Power Authority has not
been certified yet, which could result in additional charges that
increase the base energy cost to even higher levels. This could
imply additional operational costs for businesses, representing
a challenge to attract and retain commercial and industrial
firms.

3.5 Infrastructure Capacity

The region’s capacity to ensure conditions conducive to growth
is contingent upon the existence of infrastructure assets

that support the operations of industry and businesses, the
mobility of goods and services, but also the quality of life of
residents. These assets are essential to not only retain and
attract businesses and investment in the region, but also to
ensure the retention of working-age residents. To examine the
infrastructure capacity of the region, this final section provides
detail on the region’s energy cost and reliability, airport
capacity and broadband accessibility.

Figure 6 shows the average energy cost per kilowatt in Puerto
Rico by type of client and year. As shown in the table, average
energy costs have increased from the baseline levels in 2024.
While costs for residential consumers have remained relatively
stable, energy costs for commercial and industrial clients have
increased and remained above 2024 levels.
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Figure 6: Average Energy Cost per kWh by Class of Client
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Source: Puerto Rico Electric Power Authority
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Ensuring an effective and reliable electricity service is essential
to ensure the smoothness and predictability of operations of
firms, as well as the quality of life of residents. Thus, examining
metrics such as SAIFI indices is important to assess the stability
and reliability of the electricity service.

Figure 7 presents the SAIFI index published by LUMA Energy
for Ponce and Puerto Rico®. This index measures the average
number of service interruptions per client in a given month. As
shown, the SAIFI index for Ponce fluctuated between 0.59 and
0.76 between 2021 and 2023, standing above the level observed
for Puerto Rico during this period. The index has shown a
notable improvement since 2024, staying consistently below
Puerto Rico levels.

22 The SAIFI and SAIDI measures are analyzed for the Ponce region, and are
meant to be interpreted as a proxy for reliability of the service in the SPREDD region, as
they are not available for all municipalities.

Figure 7: Energy SAIFI Index

W Puerto Rico ® Ponce

2021 2022

Source: LUMA Energy

0.76
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0.67
0is 0.63 0.64
0.59 0.58
0.55
I 0.48

2023

2024 2025
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Aside from the number of interruptions in a given month, This shows that the electricity service in the Ponce area tends

another important measure of service reliability is the duration to be more reliable in terms of frequency and duration of
of each individual interruption. This can be assessed using the  service interruptions, which constitutes a strong competitive
SAIDI index, which measures the average duration (in minutes) advantage for the region relative to Puerto Rico.

of each interruption per client in a given month.

Figure 8 presents the evolution SAIDI index for Ponce and
Puerto Rico. As presented in the table, Ponce has also shown
notable improvements in reliability as measured by the SAIDI
in recent years relative to Puerto Rico. While the average
duration of each interruption lasted 146 minutes in San Juan in
2025 (over 2 hours), the average duration of each interruption
in Ponce lasted 96 minutes.

Figure 8: Energy SAIDI Index

m Puerto Rico ™ Ponce

12622

109.4 110.7

103.8
93.0
I :

2021 2022 2023

Source: LUMA Energy
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Another important infrastructure aspect to examine is the Figure 9 presents the number of passengers traveling through
capacity of the region’s main airport, Mercedita International Mercedita airport from fiscal years 2020 to 2025. As can be
Airport, as an enabler of passenger traffic to the region, as well seen, the airport has experienced an increase in passenger

as of cargo and logistics. The presence of this physical asset traffic since fiscal year 2021, reaching a high of 162,616 inbound
expands the region’s potential for economic development passengers and 161,835 outbound passengers in fiscal year

by augmenting and increasing the productive capacity of 2024. Nonetheless, it experienced a decrease of close to half
the region’s industries and their export potential by reducing the same number of passengers in the following fiscal year,
transportation costs, increasing warehousing capacity and suggesting that passenger traffic in Mercedita can fluctuate
attracting tourists to the region. heavily in a year-over-year basis.

Figure 9: Inbound and Outbound Passenger Traffic at Mercedita Airport (FY 2021 - FY 2025)

M Inbound m Outbound

162,616 161,835
138,436 137,958
97,306 97,517
75,301
75,618 /
7,042 7,236
I
2020-21 2021-22 2022-23 2023-24 2024-25

Source: Puerto Rico Ports Authority
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Another important aspect to examine is the capacity of the airport to serve as a cargo hub for imports and exports, thereby
increasing the export capacity of the region and reducing import costs. Figure 10 shows the amount of cargo (in pounds) that
has passed through Mercedita from FY 2021 to FY 2025.

Figure 10: Inbound and Outbound Cargo (In Pounds) at Mercedita Airport (FY 2021 - FY 2025)

B Inbound ® Outbound

.46 M Nn.48 M
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530 M 5.44 M
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As can be seen in the chart, the airport has also demonstrated Table 16: Percentage of Households with an Internet Subscription in
an increased ability to handle cargo operations in recent years, the SPREDD Region and Puerto Rico

with inbound and outbound cargo reaching 11.46 million
pounds and 11.48 million pounds in FY 2024, respectively. It

is im%ortaé\lt to note that car]glgo c;pe;gtions are %Iso sugjscttl'-c‘o Municipality 2019 2024 % Change

considerable year-over-year fluctuations, as evidenced by the —

significant decrease in FY 2025. GUEIIEE LS 73.7% 27.4%

Guayanilla 67.4% 80.4% 13.0%

) ) Yauco 52.3% 81.2% 28.9%

The Iqst mfrastructure ga'p.aaty aspect 'tha’t should be Pefuelas 66.8% 85.0% 18.3%

examined is the accessibility of the region’s households to

internet service. This is particularly important in the case of Ponce 58.8% 86.4% 27.6%

SPREDD givep the importance of workforce development in Juana Diaz 73.6% 91.5% 17.9%

CEDS strategic plann_lng. Thg success of mod.ern workforce Total - SPREDD 61.1% 85.4% >4.3%

development and training initiatives often relies on workers ]

having access to internet. This facilitates learning and is a Puerto Rico 61.3% 81.3% 20.0%

critical component of upskilling and reskilling, especially in the

age of Al and other advances in technology.
Source: American Community Survey 5-Year Estimates, ABEXUS Analytics
estimates for the SPREDD region

Table 16 shows the percentage of households in the SPREDD

region and Puerto Rico with access to an internet subscription.

As shown in the table, all municipalities in SPREDD have The trends presented above show that the SPREDD region
increased the fraction of the households that have access to distinguishes itself through a robust infrastructure profile
an internet subscription. In some municipalities, this share that provides a competitive edge for industrial and residential

exceeds that of Puerto Rico (81.3%) by over 5 percentage points. development.
In Juana Diaz, for instance, the share of households with an

internet subscription reached 91.5% in 2024. ) ) ) )
Despite high energy costs at the island-wide level, Ponce

has shown superior electrical reliability compared to Puerto
Moreover, residents in the SPREDD region have access Rico, with relatively fewer and shorter service interruptions.
to internet subscriptions at a higher rate than Puerto
Rico residents. This constitutes a significant competitive
advantage for the region, as this implies that a higher portion
of households can potentially access services and training
programs, which can enhance the efficiency, impact and reach
of workforce development initiatives.
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This represents a competitive advantage for the region given
the high levels of activity that are concentrated in Ponce.
Nevertheless, development strategic design must consider
potential future changes in federal funding to modernize the
electrical grid and how this might affect service reliability.

This stability is complemented by high-capacity logistics
assets, including an airport capable of managing over 300,000
passengers and 11 million pounds of cargo annually, as well as
superior internet connectivity that enhances the reach and
efficiency of workforce development initiatives. Together, these
foundational assets solidify the region’s capacity to support
advanced industrial operations and a modern, connected
workforce.

These technical strengths represent significant competitive
advantages that must be central to the region’s business
attraction and retention strategies. By leveraging these
advantages, the SPREDD can position itself as a low-risk
destination for a wide range of energy and logistics-sensitive
industries, while utilizing the airport’s high cargo capacity to
lower transportation costs and boost the export potential of
local manufacturers and other producers.

Furthermore, the region’s higher internet access rates provide
a unique opportunity to scale digital workforce development
programs, ensuring that talent in even the most remote
municipalities can access the training necessary for the
present and future economy. Capitalizing on this "hard"
infrastructure profile not only mitigates the island-wide
challenge of high energy costs but also creates the necessary
environment to transform the region's industrial aspirations
into a sustainable economic reality.
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The preliminary assessment of the SPREDD region reveals a
resilient but structurally challenged economy that must pivot
toward a multi-sectoral and forward-looking development
strategy to achieve long-term, sustainable economic
development. The region’s core strengths consist of its proven
specialization and growth momentum in sectors such as
Manufacturing, Education, Healthcare, and Utilities, as well as
its high-capacity physical infrastructure, characterized by high
reliability of electrical service in its main city, robust logistics
assets like the Port of Ponce and Mercedita Airport, and a high
rate of resident internet access.

However, these strengths are counterbalanced by significant
demographic and socioeconomic fragilities, including an
accelerated aging process, a shrinking pool of young residents,
high unemployment, as well as lower labor force participation
compared to Puerto Rico levels. To reach its full development
potential, the region could move from the historical
dependence on financial incentives and pivot towards a model
that relies on non-financial incentives such as its human and
physical capital, integrating these to achieve a more balanced
and diversified economic structure.

This transition aligns with goals established in the 2021-2026
CEDS by focusing on industries capable of flourishing without
traditional incentives, while establishing a foundation for
balanced, diversified growth that can withstand changes in
technology and market conditions at the global level.

To capitalize on these existing strengths and mitigate
structural vulnerabilities, future strategies must prioritize

the alignment of the region's diverse workforce with present
and future technical demands of high-growth sectors. This
requires leveraging SPREDD's strong higher education and
healthcare assets through university-industry partnerships to
re-skill and up-skill the existing workforce and attract younger
talent to high-skill sectors like advanced manufacturing and
specialized health services to meet the future needs of its
aging population.

Simultaneously, the strategy must capitalize on the deep-
rooted experience of the regional workforce in production,
transportation, and material moving occupations, which
serve as the essential logistics backbone for a multi-sector
ecosystem, along with its strong infrastructure capacity.

By integrating these operational strengths with technical skill
development in management and science roles, and securing
foundational "pull factors" like housing and digital training, this
approach will ensure the attraction and retention of human
capital and transform the region’s historical specializations
into a sustainable, modern economic ecosystem capable of
adapting to global shifts in technology, trade, and overall
market conditions.
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