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Investing in Puerto Rico’s Clean Energy Future 
Puerto Rico is once again beginning a path to economic growth despite multiple challenges over 

the past two decades. There is now an opportunity to maintain and bolster that growth through 

large-scale investment in critical infrastructure. The U.S. Congress has appropriated $12 billion 

in relief funding to rebuild Puerto Rico’s energy system, including modernizing the energy grid, 

in response to the destruction that multiple natural disasters had caused. These funds offer an 

opportunity for investment in a modern grid that facilitates renewable energy transmission and 

distribution, as well as in renewable generation infrastructure. A more resilient energy system 

that uses cleaner, domestically produced sources will protect communities’ health and 

wellbeing, and provide a strong foundation on which Puerto Rico can further build a future of 

strong and more equitable economic growth. 

Puerto Rico’s 40 Years of Growth Met Challenges in Recent Decades 

Puerto Rico was a leader in economic growth from the 1950s through the 1990s. 

Puerto Rico’s economy had a strong record of growth, starting as far back as the 1950s. Initial 

growth has been attributed to multiple sources, including locally-planned New Deal-era federal 

investment in infrastructure, a shift towards hydroelectric dams for domestic energy production 

and rural access to energy, and a contentious effort to attract manufacturing to the island.  

Changes in global trade and U.S. tax law slowed Puerto Rico’s growth.  

The introduction of new free trade agreements in the 1990s resulted in more international 

competition for the U.S. manufacturing business that had often gone to Puerto Rico. With this, 

and the end to federal tax incentives, mainland industry began to leave the island. The island’s 

GDP continues to depend on the manufacturing sector, especially medical goods and devices 

and the emerging aerospace industry. Meanwhile, as of 2019, the largest industries in terms of 

employment were retail, health care and social assistance, food and accommodation services, 

and professional, scientific, and technical services. Small businesses are major employers on 

the island, with half of all workers in businesses with less than 100 employees as of 2019.  

High energy costs have made it harder for the Puerto Rican economy to grow. 

Puerto Rico’s major industries require consistent and affordable electricity to operate effectively. 

However, the price of energy consumption on the island far exceeds that of any U.S. state 

outside of Hawaii and Alaska. The grid mainly depends on fossil fuels, which the island must 

import, further driving up electricity costs. Renewable energy infrastructure can facilitate 

domestic energy production that could lower prices in the long run, making it easier for Puerto 

Rico to support current industry, further drive small business growth and diversify the economy.  

Puerto Rican Residents and Businesses Pay More for their Energy than Americans on Average  

  Puerto Rico National Percent Difference 

Residential (cents/kWh) 22.12 16.11 37% 

Commercial (cents/kWh) 20.83 12.81 63% 

Industrial (cents/kWh) 21.97 8.21 168% 
Source: The Energy Information Administration, June 2023. https://www.eia.gov/state/data.php?sid=RQ 

https://www.newyorkfed.org/medialibrary/media/research/regional_economy/charts/Regional_PuertoRico
https://www.cfr.org/backgrounder/puerto-rico-us-territory-crisis#:~:text=Puerto%20Rico%E2%80%99s%20economy%20boomed%20in%20the%20postwar%20period%2C%20with%20per%20capita%20income%20jumping%20by%20more%20than%20500%20percent%20between%201950%20and%201971.
https://grupocne.org/wp-content/uploads/2012/02/FLMM.pdf
https://www.jstor.org/stable/10.3098/ah.2017.091.3.293?mag=the-new-deal-comes-to-puerto-rico&seq=3
https://daily.jstor.org/the-new-deal-comes-to-puerto-rico/
https://www.reuters.com/investigates/special-report/usa-puertorico-economy/#:~:text=Puerto%20Rico%E2%80%99s%20economic,1950%20and%201970.
https://www.cfr.org/backgrounder/puerto-rico-us-territory-crisis#:~:text=Operation%20Bootstrap%20transformed%20the%20largely%20agrarian%20island%20into%20a%20manufacturing%20magnet%2C%20relying%20on%20federal%20tax%20exemptions%2C%20low%20labor%20costs%2C%20and%20other%20incentives%20to%20draw%20American%20companies%20to%20the%20territory.
https://crsreports.congress.gov/product/pdf/R/R46788/1
https://cepr.net/puerto-rico-s-colonial-legacy-and-its-continuing-economic-troubles/#:~:text=As%20the%20rules%20of%20the%20global%20economy%20were%20rewritten%20with%20the%20creation%20of%20the%20World%20Trade%20Organization%20and%20the%20passage%20of%20trade%20deals%20such%20as%20the%20North%20American%20Free%20Trade%20Agreement%2C%20Puerto%20Rico%20became%20much%20less%20attractive%20as%20a%20manufacturing%20hub.
https://www.nber.org/reporter-2020-02/economic-effects-repealing-us-possessions-corporation-tax-credit#:~:text=I%20find%20evidence,by%20Enrico%20Moretti
https://harvardpolitics.com/unfulfilled-promise-2/
https://wioaplans.ed.gov/node/13521#:~:text=Structure%20of%20Production%3A%20Gross%20Domestic%20Product%20(GDP)
https://advocacy.sba.gov/wp-content/uploads/2022/08/Small-Business-Economic-Profile-Puerto-Rico.pdf
https://advocacy.sba.gov/wp-content/uploads/2022/08/Small-Business-Economic-Profile-Puerto-Rico.pdf
https://www.nrel.gov/docs/fy15osti/62708.pdf
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As growth faltered, government-entity borrowing was used to cover expenses.  

Compounding the challenging growth outlook is the sharp increase in public debt that began 

after the mid-1990s. Outside investors capitalized on recent legal loopholes that removed the 

government’s constraints on borrowing, as banks and investors pushed deals to increase Puerto 

Rican debt that earned them large profits. Ratings agencies also maintained investment-grade 

credit ratings for Puerto Rico, which contributed to sustained investor demand for debt despite 

Puerto Rico’s ongoing recession. Later, when ratings agencies downgraded the island’s debt, 

“vulture” firms exploited the island’s difficult position by only lending Puerto Rico the funds it 

needed to cover older obligations at extremely high interest rates. This further added to Puerto 

Rico’s debt burden, squeezing funds until the governor declared the debt “unpayable” in 2015.  

In 2016, the federal government created the Federal Oversight and Management Board (FOMB) 

to lead efforts in restructuring Puerto Rican debt. The entity has no direct oversight from the 

federal government, and is able to enact a budget for Puerto Rico, even when the Puerto Rican 

legislature is not in agreement with that budget.  

The debt crisis could increase energy costs and endanger future growth.  

Puerto Rico formally emerged from bankruptcy in March 2022, but more than $9 billion owed by 

the public electric utility company, “PREPA”, or “AEE” in Spanish, remains outstanding. The 

FOMB’s debt restructuring plan for PREPA will determine the additional amount that customers 

will pay in their electricity bill each month to repay outside debt-holders. Advocates are 

concerned that prices in the FOMB’s recent proposal are too high to allow for future economic 

growth. 

Damage to the Energy System Has Prevented Renewed Growth 

While Puerto Rico was facing the debt crisis, it confronted multiple natural disasters that 
destroyed its critical infrastructure.  

In 2017, Hurricanes Maria and Irma hit Puerto Rico, causing an estimated $90 billion in 

damages. The Trump administration then delayed emergency funding and funding for 

permanent repairs to infrastructure. A Harvard study estimates that 4,645 people died in the 

following months, largely due to lack of critical infrastructure repairs and access to electricity for 

medical devices. Another study, estimating 2,975 deaths after the hurricanes, found elderly or 

lower-income residents were most vulnerable in the aftermath. In early 2020, a 6.4-magnitude 

earthquake left two-thirds of the island without power. Combined with aftershocks that continued 

into the summer, the events severely damaged the grid and two major power plants.  

In response to these disasters Congress appropriated a combined $12 billion to modernize the 

grid and support Puerto Rico’s energy infrastructure, but this has not yet resulted in 

comprehensive changes to the system.  While the island struggles to access private capital, these 

funds can serve as the initial investment in a renewable-based system. This also aligns with 

Puerto Rican law, which requires that the island reach 100% renewable energy dependence by 

2050. Moreover, a 2018 JEC report highlighted that a transition to renewable energy would lower 

energy prices and create a path to increased growth. Such infrastructure can also ensure 

vulnerable communities, whose health depends on access to electricity, are not left without power. 

https://crsreports.congress.gov/product/pdf/R/R46788
https://sgp.fas.org/crs/row/R46788.pdf
https://www.pbs.org/wgbh/frontline/article/former-ubs-insider-says-banks-fueled-economic-crisis-in-puerto-rico/#:~:text=%E2%80%9CAll%20the%20major%20banks%20in%20New%20York%20would%20come%20to%20Puerto%20Rico%20on%20a%20regular%20basis%20to%20pitch%20deals%2C%E2%80%9D%20Capacete%20said.%20%E2%80%9C%E2%80%98Listen%2C%20we%20can%20do%20an%20additional%20%24200%20million%2C%20an%20additional%20%24500%20million.%E2%80%99%20That%E2%80%99s%20how%20the%20deficit%2C%20the%20structural%20deficit%2C%20was%20financed.%E2%80%9D
https://time.com/20416/the-next-financial-catastrophe-you-havent-heard-about-yet-puerto-rico/#:~:text=mutual%20funds%20were%20more%20than%20willing%20to%20buy%20Puerto%20Rico%20bonds%2C%20because%20the%20island%20has%20a%20special%20financial%20advantage%3A%20its%20bonds%20are%20triple%20tax%2Dexempt%2C%20which%20means%20that%20bondholders%20do%20not%20pay%20federal%2C%20state%20and%20local%20taxes%20for%20their%20coupon%20income%20(i.e.%20interest)%20from%20the%20bonds.
https://time.com/20416/the-next-financial-catastrophe-you-havent-heard-about-yet-puerto-rico/#:~:text=%E2%80%9CThis%20is%20unsustainable%20from%20an%20economic%20policy%20point%20of%20view%20in%20the%20long%20run%2C%20but%20since%20the%20ratings%20remained%20above%20investment%20grade%2C%20the%20buyers%20of%20the%20debt%20did%20not%20worry%20excessively%2C%E2%80%9D%20says%20Mier.
https://www.cfr.org/event/puerto-ricos-debt-crisis#:~:text=It%E2%80%99s%20what%20Illinois%2C%20Chicago%2C%20New%20Jersey%2C%20what%20New%20York%20City%20did%20in%20the%20early%20%E2%80%9970s%2C%20no%20distinction.%20They%20borrowed%20vast%20sums%20of%20money%20in%20a%20market%20that%20was%20either%20willing%20to%20lend%20without%20regard%20to%20the%20use%2C%20without%20regard%20to%20anything%20other%20than%20the%20rating%20agencies.
https://www.newyorkfed.org/regional-economy/profiles/puertorico#:~:text=Puerto%20Rico%20had%20suffered%20from%20a%20severe%20and%20prolonged%20economic%20slump%20from%202006%2D17%20with%20GDP%2C%20population%2C%20and%20employment%20all%20on%20a%20downward%20trend.
https://newrepublic.com/article/122218/dont-reward-vulture-funds-who-recklessly-invested-puerto-rico#:~:text=The%20situation%20is%20similar%20to%20vulture%20investors%20who%20bought%20Argentina%E2%80%99s%20discounted%20debt%20and%20tried%20to%20force%20them%20to%20pay%20out.%20Argentina%20refused%2C%20despite%20a%20U.S.%20court%20order.
https://www.thenation.com/article/archive/how-hedge-and-vulture-funds-have-exploited-puerto-ricos-debt-crisis/#:~:text=Most%20of%20the,brokered%20by%20Barclays.
https://www.theguardian.com/world/2015/jul/28/hedge-funds-puerto-rico-close-schools-fire-teachers-pay-us-back
https://www.nytimes.com/2015/06/29/business/dealbook/puerto-ricos-governor-says-islands-debts-are-not-payable.html
https://www.bondbuyer.com/news/puerto-rico-oversight-board-imposes-budget
https://apnews.com/article/business-puerto-rico-economy-f59ac458d3d007e05716d9302b069ca5
https://crsreports.congress.gov/product/pdf/R/R46788/1
https://velazquez.house.gov/media-center/press-releases/velazquez-and-menendez-introduce-resolution-opposing-harmful-debt
https://apnews.com/article/puerto-rico-power-company-debt-restructuring-c10aafb2e375c577dce57003e91cb41b
https://ieefa.org/articles/ieefa-joins-open-letter-prepa-plan-adjustment
https://www.huffpost.com/entry/puerto-rico-power-electricity_n_64c2c3dbe4b044bf98f416e0
https://ieefa.org/resources/puerto-rico-electrical-system-debt-negotiations-become-more-realistic
https://ieefa.org/resources/puerto-rico-electrical-system-debt-negotiations-become-more-realistic
https://www.politico.com/story/2018/03/27/donald-trump-fema-hurricane-maria-response-480557#:~:text=On%20Sept.%2020%2C%20after%20four%20days%20of%20increasingly%20dire%20forecasts%2C%20Hurricane%20Maria%20made%20landfall%20in%20a%20Puerto%20Rico%20already%20reeling%20from%20Hurricane%20Irma%20two%20weeks%20earlier.
https://www.nhc.noaa.gov/news/UpdatedCostliest.pdf
https://www.nbcnews.com/news/latino/new-probe-confirms-trump-officials-blocked-puerto-rico-receiving-hurri-rcna749
https://www.politico.com/story/2018/03/27/donald-trump-fema-hurricane-maria-response-480557#:~:text=But%20in%20Puerto%20Rico%2C%20that%20funding%20has%20yet%20to%20start%2C%20as%20local%20officials%20continue%20to%20negotiate%20the%20details%20of%20an%20experimental%20funding%20system%20that%20the%20island%20agreed%20to%20adopt%20after%20a%20long%2C%20contentious%20discussion%20with%20Trump%E2%80%99s%20Office%20of%20Management%20and%20Budget.
https://www.nejm.org/doi/full/10.1056/NEJMsa1803972
https://publichealth.gwu.edu/sites/g/files/zaxdzs4586/files/2023-06/acertainment-of-the-estimated-excess-mortality-from-hurricane-maria-in-puerto-rico.pdf
https://gwtoday.gwu.edu/poor-elderly-puerto-ricans-faced-risk-dying-six-months-after-hurricane-maria
https://www.eia.gov/state/analysis.php?sid=RQ#:~:text=In%20January%202020%2C%20the,capacity.54%2C55
https://www.reuters.com/legal/transactional/us-agencies-prepared-give-puerto-rico-12-billion-modernize-electric-grid-2022-02-02/
https://recovery.pr.gov/en/road-to-recovery/pa-qpr/map?sector=2&category=6&qprPeriod=16
https://www.nrel.gov/news/program/2023/nrel-study-shows-wind-energy-can-help-puerto-rico-achieve-its-clean-energy-and-grid-reliability-goals.html
https://www.jec.senate.gov/public/_cache/files/341562fa-7e31-430b-a268-e20c14ccf57a/rebuilding-puerto-rico-s-grid.pdf
https://www.reuters.com/world/us/puerto-rico-solar-switch-life-death-matter-us-energy-chief-2023-03-31/#:~:text=%22This%20a%20question%20of%20life%20and%20death%20in%20real%20terms%2C%20in%20real%20time%2C%22%20Graholm%2C%20President%20Joe%20Biden%27s%20point%20person%20on%20fixing%20the%20island%27s%20grid%2C%20told%20Reuters%20on%20Tuesday%20in%20Orocovis%2C%20a%20remote%20town%20nestled%20in%20the%20central%20mountain%20range.%20%22This%20isn%27t%20just%20a%20question%20of%20nicety%20(or)%20climate.%22
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A Clean Energy System Can Provide a Path to Future Prosperity 

Despite the significant challenges to its current power system and key industries, Puerto Rico 

could become a leader in the clean energy transition. Currently, the U.S. Department of 

Energy’s Grid Deployment Office is carrying out a technical study of clean energy resources, 

with a final report anticipated in January 2024. So far, the study’s researchers have found that:  

• Puerto Rico already has more than enough untapped domestic renewable energy sources 

to meet its needs.  

• Solar and wind provide more cost-effective energy generation than the current system. By 

2025, it will be more cost-effective in terms of operating costs to install new utility-scale 

solar, land-based wind, and storage, than to continue with existing fossil fuel power. 

• Puerto Rico needs more energy capacity immediately to continue meeting the North 

American Electrical Reliability Corporation’s energy resiliency standards for its population.  

• Puerto Rico can recover power after natural disasters more quickly with a distributed 

system of renewable energy sources, spread throughout the island. Currently, the island’s 

major power plants are concentrated on the coasts, meaning that the rural, mountainous 

regions in the interior are often the first to lose power and the last to get it back.  

• A system based in renewable energy would also likely enhance energy resilience. In fact, 

the 2017 hurricanes and 2020 earthquakes did not heavily damage most renewable energy 

sources. 

 

Source: Energy Information Administration. https://www.eia.gov/todayinenergy/detail.php?id=36613 

 

Conclusion  

Federal funding is available to support Puerto Rico in rebuilding its energy system. By unlocking 

this funding and ensuring that it is directed towards a new system based in renewable energy, 

the federal government can help Puerto Rico become a leader in the clean energy transition. 

Strong growth in this sector offers the opportunity to build more Puerto Rican owned renewable 

energy businesses, initiate job growth that prioritizes the hiring of Puerto Ricans, protect the 

wellbeing of local communities, and help secure a new path of economic progress.  

https://www.nrel.gov/docs/fy23osti/85018.pdf
https://www.eia.gov/state/analysis.php?sid=RQ
https://www.eia.gov/todayinenergy/detail.php?id=36613

