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ACT 20 HIGHLIGHTS
• The number of Act 20 decrees granted between 2015 and as of mid 2019, were 1,680.
•

An additional 211 decrees were granted between 2012 and 2014.

• Of all Act 20 decrees, some 35% were local firms.
• Act 20 grantees added fiscal revenues which totaled $210 mm.
• Per the recently published Tax Expenditures Report- the fiscal “cost” of Act 20 is estimated at
$111.3 mm for a single year.

• The fiscal impact of Act 20 businesses (2015-mid 2019) is estimated at $210 mm. It is important to

consider that the economic activity associated with Act 20 is in the form of new “monies” to the
economy –from external markets. Therefore, the “costs” of the program are most probably
overstated, since the estimate assumes that the activity would be carried out in the absence of
incentives.
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ACT 20 HIGHLIGHTS
• The economic impacts of Act 20 decree holders, in addition to fiscal income, is significant, as the
following reflect. Of these impacts, 51% is derived from eligible activities.

•
•
•
•
•
•

Direct Jobs (eligible activities)

8,257 [jobs directly linked to export-related activities]

Direct Jobs (non-eligible activities)

8,435

Avg. Salary

$36,000 [Puerto Rico median household income is $19,775]

1-year Payroll

$595 mm.

Investment

$1.2 b.

Avg. Jobs supported per decree

10

• The economic impact of Act 20 has consistently grown. Total jobs have increased from 7,400
(2015-2016 Economic Impact Report) to 36,222 jobs.
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ACT 20 HIGHLIGHTS
• The economic impact of Act 20 has consistently grown. Total jobs have increased from 7,400 (2015 –
2016 Economic Impact Report) to 36,222 jobs.

• Total investments have grown from almost $500 million in 2015-2016, to over $1.2 billion
• Program participants have kept growing and actuals have fall within the optimistic scenario of the
2015 – 2016 Economic Impact Report.

• Exporting companies have increased their total sales, thus, the export market for Puerto Rico has
become an untapped opportunity for local companies.

• Fiscal revenues have increased in all areas.
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ACT 22 HIGHLIGHTS
• The number of Act 22 decrees granted between 2015 and as of mid 2019, were 2,202. An additional
410 decrees were granted between 2012 and 2014.

• Estimating the impacts of Act 22 is more complex but some numbers provide an idea:
• 35% have started businesses in Puerto Rico, including many that operate under Act 20.
• Total investment in real estate by decree holders is estimated at $1.3b. (2015-2019)
• Direct Jobs created are estimated at 4,400 (2015-2019)
• Planned capital investments are estimated at $678 million.
• $141 mm on direct consumption of goods and services in Puerto Rico
• 68% have purchased a property in Puerto Rico

[could include jobs from Act 20 businesses]
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ACT 22 HIGHLIGHTS
• Per the recently published Tax Expenditures Report- the fiscal “cost” of Act 22 is estimated at $29 mm
for a single year.

• Act 22 grantees pay property, income and sales and use taxes in Puerto Rico (among other state
revenues).

• Between 2015 – mid 2019 these grantees generated $703 mm in local consumption activity. The
SUT derived from such expenditure should be around $34.5 mm to the central government and
$5.2 to municipalities, for a total of almost $40 mm.

• Between 2015 – mid 2019 these grantees generated $1.3 billions in the form of real estate
investments. The fiscal income derived from property tax is around $8.8 mm.

• As in Act 20, the foregone fiscal revenue assumes the activity would be carried out in the
absence of incentives.
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HIGHLIGHTS
• There are intangible benefits accruing from both Acts, which include:
• Both Acts 20 and 22 make possible technology transfers to local firms
• The Acts also provide a means for Puerto Rico to project itself internationally as a business-friendly
jurisdiction

• Act 20 is particularly important in easing the transition to an export and advanced services
economy

• The new Incentives Code creates favorable conditions for the attraction of new investment from
abroad, as well as increasing Act 20 and Act 22 decrees.

• Projections for decrees suggest that by 2029, there should be 6,392 decrees under Act 22 and 5,026
decrees under Act 20. The estimates can change for a number of reasons, including economic
conditions in the U.S. and changes in legislation both in Congress and locally.

• The number of annual reports submitted by grantees -in both Acts (20/22)- increased at an average
of 33% between 2015 and 2017.
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INTRODUCTION
10

INTRODUCTION
• Estudios Técnicos, Inc. (ETI) was retain to assess the economic impact of two incentives programs
known as Act 20-2012 and Act 22-2012.

• The records of both programs are kept at the Department of Economic Development and
Commerce (DDEC), however, the Office of Industrial Tax Exemption (OECI, by is Spanish acronym)
is the responsible entity for processing and storing the data associated with these programs.
• In order to improve the accuracy of the analysis, Estudios Técnicos, Inc. developed a data
gathering system which included the evaluation of all the source documentation (physical files)
related to each grantee (see appendix for a full explanation of the methodology).
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INTRODUCTION
• Each file was analyzed, and the main variables were aggregated in a single database.
• Due to the differences in the programs, each Act has an independent database.
• The sources of information are limited to:
1. decree number;
2. program application; and
3. annual reports.
• Both, applications and reports have suffered substantial changes during the past years. Thus, the
development of a uniform analysis has required the use of proxy-variables and a hybridized
approach which combines information from applications and annual reports.

• Even though grantees submit their information via DDEC’s Single Business Portal (SBP), their input is
not consistent due to programming limitations.
• DDEC’s internal dataset was used as a baseline for the development of a standardized and structured
data warehouse of both programs.

12
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• Once the data was standardized and aggregated, a
series of analyses were performed to estimate:
Program’s performance

MAIN
ANALYSES
PERFORMED

Compliance

Grantee’s profile

Fiscal revenues

Multiplier effects

Performance forecasts

13
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METHODOLOGY
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METHODOLOGY
Data gathering system
• Was developed using DDEC’s
current filing system.

Database development
(see appendix for a detailed explanation)

• Process employed by ETI essentially transferred most of
the information from files
(“hardcopies”) into a survey
system platform.
• Only files with completed
applications and actual decree
numbers were considered.

• Due to multiple filing
mechanisms overtime, the data
entry process required a vast
amount of manual cleanup.
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METHODOLOGY
Combination of multiple data sources

• Hybridization: Combination of annual reports, applications and

decrees, by grantee. This entailed gathering the best available
data on a case by case basis. Since annual reports are “actuals”,
these were considered the highest quality data. For instance, if
no data in terms of jobs created was available in an annual
report, then that same data field was gathered from
applications. This process was followed by each reporting year.

• Annual reports: Offer the highest quality information since

program results are actuals rather than expected performance.

• Applications: Offer the widest array of data points, however,
numbers are expected rather than actual.

• It is important to keep in mind that data fields within annual

reports and applications does not necessarily coincide, thus,
certain datapoints are exclusive to each source.
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METHODOLOGY
Economic impact
(see appendix for additional explanations)

• The impacts on the economy of both programs are estimated from actual data provided by
grantees. That is, sales volume, job creation, personal income, fiscal revenues, among other
variables.

• The reader must consider that both programs are fundamentally different, thus, the effects in the
economy will vary.

• Moreover, overall effects are not linear, but rather dynamic. That is, there are strong synergies in
terms of grantees which come as individual investors under Act 22 and eventually move their
business operations to Puerto Rico to export services to the U.S. mainland under Act 20.
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18

KEY CONCEPTS
Act 20 is a program that incentivizes Puerto
Rican companies to export services to other
jurisdictions.

ACT 20 - 2012

Act 20 is not limited to foreign corporations

≠
ACT 22 - 2012

Both programs cannot be equated
Act 22 is a program which incentivizes
individuals to relocate to Puerto Rico.
Act 22 does not require a set amount of
capital, thus, is not limited to “high-networth individuals”
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KEY CONCEPTS
ACT 20 ≠ ACT 22
•
•

Act 20 and Act 22 are usually equated and even used interchangeably.

•

Both Acts promote different economic activities and their impacts on the economy vary.

Both, Act 20 businesses and Act 22 individuals, pay multiple taxes in Puerto Rico.

•

Additional fiscal revenues in the form of property taxes, the Sales and Use Tax (SUT), income taxes,
among others.

Act 20 provides an opportunity for firms established
in Puerto Rico, with local or non-local capital, to
export services at a preferential tax rate, among
other benefits. The New Incentives Code allows for
the company’s operation and service delivery, be
performed from and outside Puerto Rico.

Act 22 provides an opportunity for individuals who
lived outside Puerto Rico to establish their residence
within the Island, and benefit from a preferential tax
treatment (limited to passive income). Those individual
investors are not limited to U.S. nationals, it includes
members of the Puerto Rican diaspora, and foreign
investors.
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KEY CONCEPTS
• Even though both programs cannot be equated, the combination of both programs is what provides
the greatest benefit to the economy. That is, if an Act 22 individual establishes a business operation in
Puerto Rico, and that business export services to other jurisdictions, then the combination of both
acts is what drives economic growth.

• The findings outlined along the report shows that both programs are strongly intertwined. That is,

several Act 20 companies have brought in top executives from other jurisdictions to direct their
export operations; and multiple Act 22 individuals have started to export services from Puerto Rico,
using local resources.

•

•

Such businesses are mainly concentrated within the services industry, which allows for easier and more
agile forward and backward linkages.
The multiplier effects of these synergies is what drives economic development in the medium and long
term.
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KEY CONCEPTS
• The economic impact of both Acts goes beyond the direct effects of job creation and real estate
investments. The synergies of both programs, and the intangible effects must not be overlooked.

• Data shows that program participants are highly engaged in the local economy and direct effects
includes both tangible and intangible benefits:

• Fiscal revenues
• New jobs
• Real estate investments
• Participating in the local entrepreneurial ecosystem
• Knowledge and technology transfer
• Collaboration with local businesses
• New investment opportunities for local business seeking capital
22
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ECONOMIC BACKGROUND
Employment in Services (% of Total Employment)
1973-2019*

62.8%

64.6%

65.3%

2018

2019*

59.2%

48.6%

45.1%

45.5%

1973

1980

1985

51.0%

1990

52.8%

52.2%

1995

2004

54.9%

2008

2012

2016

Source: Bureau of Labor Statistics (2019). Current Employment Statistics.*January-August.

• Puerto Rico has experienced a shift towards a service economy. Such shift entails a typical slowdown in
manufacturing activity and a slow transition towards tech services.

• Total jobs in the service industry, as percentage of total employment, have consistently grown since the
1980s.

24
24

ECONOMIC BACKGROUND
Net Losses in Nonfarm Employment, 2007 - 2018
(Seasonally Adjusted)

-41.167
-89.225

-182.633
Total

Private

-95.100

Government PR Manufacturing

Source: U.S. BLS (2019). Establishment Survey.

• Vis-à-vis the service industry, manufacturing activity has consistently reduced its share of total employment.
• Such shift is not unique to Puerto Rico; it’s a global phenomenon both in terms of internal shifts within
advanced manufacturing and the transition towards a service economy as a natural path of
development, particularly within economies with a high value-added industrial base.
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ECONOMIC BACKGROUND
NAICS Tech Sectors*

Tech Sectors Employment, 2001 - 2018

The tech sector is typically defined and is composed of a series of
industries in manufacturing and services, aimed at advancing
technological innovations that are used in other sectors of the
economy, or exported.

37,000
35,000
33,000
31,000
29,000
27,000
25,000
23,000
21,000
19,000
17,000
15,000
13,000
11,000
9,000
7,000
5,000

333: Machinery Manufacturing

334: Computer and Electronic Products Manufacturing
335: Electrical Equipment and Appliance Manufacturing
5181: Isps and web search portals
5182: Data Processing, Hosting and Related Services

Tech Manufacturing

Tech Services

Source: U.S. Bureau of Labor Statistiics (2019). Quarterly Census of Wages and Employment (NSA).

Total Tech

2018

2017

2016

2015

2014

2013

2012

2011

2010

2009

2008

2007

2006

2005

2004

2003

2002

2001

5191: Other Information Services

541330: Engineering Services
5415: Computer Systems Design and Related Services
5416: Management and Technical – Private
5417: Scientific Research and Development Services
* Sectors for which there is information available for Puerto Rico.

• The development of an advanced service economy was initially bootstrapped by tech services
within manufacturing.

• The graph below shows a sharp increase in tech services vis-à-vis tech manufacturing.
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ECONOMIC BACKGROUND
• Even though there were some modest approaches to export incentives before Act 20, such act was
instrumental to transition state incentives from manufacturing towards advanced services.

• Contrary to manufacturing activity, the service industry can operate efficiently even at a small scale.
Thus, local companies could develop and mature within the local market and subsequently use Act
20 to reach international markets in a more competitive position.

• By having a high-skilled labor force as a result of multinational manufacturing activities, Puerto Rico is
well placed to migrate its economic activity towards an export-led service industry.

27
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ECONOMIC BACKGROUND
• In fact, the manufacturing sector is becoming increasingly a producer of intangible products that are
technology intensive. The border between manufacturing and services is thus becoming blurry.

• The integration with the U.S. economy, provides an opportunity for local companies to export services
at a lower cost, when compared to average salaries in the U.S.

• Equally binding federal institutions, educational standards, similarly regulated professional services,

intellectual property protection, among others provide an advantage for service firms in Puerto Rico.

Acts 20 & 22 provide the infrastructure necessary to manage Puerto Rico’s openness with
the U.S. market.
28
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OVERALL NUMBERS
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• Decrees with annual reports only
• Decrees approved before 2015, but

submitted their annual report between
2015 – 2019

PROGRAM
PERFORMANCE
KEY TERMS

• Decrees with applications only
• Decrees approved between 2015-2019 but
have not commenced activity

• Decrees with application and annual
report

• Decrees approved between 2015 – 2019
and who also submitted their annual
reports

30
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PROGRAM
PERFORMANCE

• Differences between numbers of

decrees and the amount of annual
reports, is partially due to the
differences in the approval dates
of each decree.

• That is, a decree approved during
2015 will not file an annual report
during said year.

• To improve the analysis and

capture the whole economic
effects, a hybrid approach was
employed. Thus, information from
annual reports was combined with
data from applications.

• Due to data limitations, most of the
* The numbers above are limited to the years 2015 – 2019. Thus, “performance” does not
capture the entire spectrum of applications and decrees prior to 2015. **However, if a
grantee with a decree prior to 2015 submitted an annual report between 2015 and 2019,
such number are considered in the report. ***2019 does not reflect all approved decrees.
Data is limited to available decrees at the time of the data entry process (June 2019).

analysis outlined in the report was
done using information from
applications.

31
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Close to 42% of Act
22 grantees, as well
as nearly 52% of Act
20 grantees,
submitted their
annual reports.

DATA COMPLETENESS
32
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ACT 20
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• Act 20 grantees generated an

average of 10 jobs per decree.

• Such businesses support almost

17,000 direct jobs in the economy.

• Average wages ($36k) are well
above Puerto Rico’s median
income.

ACT 20 PERFORMANCE

• Such wages generated almost $26

million in direct fiscal revenues (SUT).

34
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PROGRAM
PERFORMANCE
Act 20 Decrees in Database, by Date of Approval

• A total of 1,680 decrees were found in

the DDEC’s database for the years 2015
through 2019.

• 2018 was the year with the largest

approval of decrees at 630, or 37.5% of
the database.

• The dramatic increase in the numbers of
decrees is the result of multiple factors:

• Improvements within DDEC’s approval rate
• Legislative efforts of a new incentives code
• Promotional efforts, among others

Numbers of approved decrees may vary due to revoked decrees. A total of 159
reports that originated from previous years (before 2015), were considered for the
economic impact analysis. *2019 does not reflect all approved decrees. Data is limited
to available decrees at the time of the data entry process.

*The actual number of decrees considered in the report could differ from
DDEC’s decree counts. The report considers the economic impact of
grantees, thus, grantees with multiple business operations were consider
independently. If a single grantee is considered, the number of
establishments could be potentially underestimated. Revoked decrees
with annual reports were also considered, due to economic impact
methodology.
35
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ACT 20 PROFILE
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ACT 20 & LOCAL BUSINESSES
• Even though Act 20 companies can either be domestic or foreign, their operations are mostly

performed from Puerto Rico, thus, from an economic point of view they are “local”. That is,
grantees will render their services from Puerto Rico and thus, will use local human resources and
other local goods and services to operate their companies. (Per the New Incentives Code
(2019) Act 20 grantees can perform services from and outside Puerto Rico)

• However, the use of the word local along the report is limited to companies in which most of the
capital is owned by Puerto Rican residents. These could include companies that were formed in
Puerto Rico prior to the decree, and who also provided goods and services in the local
economy. It also includes companies that recently formed, but whose main operations, capital,
and main contacts are all based in Puerto Rico.

37
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ACT 20 & LOCAL BUSINESSES
• Out of the total Act 20 grantees, around 35% are estimated to be locally owned businesses.

• Local businesses are defined as companies in which none of the grantees’ shareholders have an Act 22
decree. The above figure could be potentially overstated, since “non-local” business are not required
to have Act 22 grantees as their shareholders (evidence indicates that this could be a very small
number). However, given the data available from applications and annual reports, ETI is confident that
this best explains the proportion of local participants within the Act 20 program.

• Such a percentage represents an increase of almost 15 percentage points -vis-à-vis- the
estimate of 20% of local participants in the 2015 - 2016 Economic Impact Report.

• Given the changes which brought the development of a new incentives code, and the public
efforts made to communicate the benefits of the Act 20 program, it is expected that the share
of local companies who are actively seeking an Act 20 decree, will increase.

Increasing the share of local participants goes beyond fiscal incentives, it requires a myriad of
services so that local entrepreneurs seek business opportunities outside the domestic market. By
increasing the number of Act 22 investors, one should expect greater export activity.
38
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ACT 20 & LOCAL BUSINESSES
• The economic conditions in the local market are pushing local companies to consider foreign
markets as their main source of revenue.

• It is important to note that business which are able to export, are probably highly competitive
companies, which add value to the local economy in the form of innovation, technology
transfer, new and additional capital, among other benefits.

• Act 20 is a central piece to the export potential of local services; however, the number of locals
must increase in order to optimize the economic impact of these programs. Businesses must
recognize they have a favorable position to compete in markets such as the U.S. due to low
labor costs, highly competitive technical capacities and seamless transfer of capital and
resources between Puerto Rico and the U.S.

• The higher the number of Act 22 individuals who are actively engaged in the local business

community, the greater the opportunity for local businesses to join business networks active in
foreign markets.

39
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ACT 20 & LOCAL BUSINESSES
• The previous fact (35% of local businesses), evidences that the Act 20 program is getting more

traction in the local economy. Local companies have recognized the increasing opportunity to
provide high-quality services in foreign markets and the favorable conditions offered by local
production factors.

• Furthermore, increasing revenues from outside markets inherently diversifies the sources of

income of local companies, who otherwise depend exclusively from local economic conditions.

• As Puerto Rico continues to nourish its service economy and incentives are placed on highly
innovative businesses, a greater amount of Act 20 local businesses must be expected.

• Puerto Rico’s startup ecosystem, along with recent technological changes, which allow an

easier and almost seamless business transaction with foreign markets, will provide additional
incentives for entrepreneurs to engage with other economies.

40
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ACT 20 & LOCAL BUSINESSES
• Local businesses which are currently exporting services are concentrated in the following eligible
activities:

• Consulting Services in Economic, Environmental, Technological, Scientific, Marketing, Human Resources,
Information, and Auditing Consultants

• Advertising and Public Relations
• Other professional services such as tax and accounting services
• Call centers

• The profile of businesses which are currently exporting demonstrates, there is additional capacity
in the local economy to export more services.

41
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GRANTEE PROFILE
ACT 20

Act 20 Decrees by Eligible Activity
Eligible Activity

• Consultants continue to comprise the largest
portion of decrees with 40.8%

• Other eligible activities represent 10.4%.
• Centralized management systems, legal,

accounting, and advertising services
represent close to 21% of all eligible activities.

*The shares mentioned above distribute the number of
decrees by eligible activities; it must not be interpreted
as the largest businesses within Act 20. i.e. Data shows
that two of the biggest Act 20 businesses (based on # of
jobs) are call centers.

Decree Distribution of
Eligible Activities

Consultants

40.8%

Centralized Management Services, Including Strategic Planning, Budget

7.5%

Other Eligible Activities (as Determined by the Secretary)
Investment Banking and other Financial Services
Professional Services, such as Legal, Tax and Accounting Services
Advertising and Public Relations
Shared Services Centers
Computer Programs Development
Architecture, Engineering, Construction Blueprint Production, Project
Management
Call Centers

10.4%
6.6%
6.6%
5.6%
3.6%
3.5%

Specialized Business Services

2.1%

Educational and Training Services
Research and Development
Electronic Information Processing Services
Commercial Arts and Graphics Services
Storage and Distribution Centers
Hospital and Laboratory Services
Voice and Data Telecommunications Outside Puerto Rico

2.1%
1.6%
1.0%
1.0%
0.8%
0.6%
0.4%

3.5%
2.2%
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GRANTEE PROFILE
ACT 20

[Main Export Destination]

Main Export Destination
per the Annual Report
Destination

Count

USA (United States of America)

• Only 465 cases of the 723 annual reports considered
answered the export destination question

VIR (Virgin Islands)

4

DOM (Dominican Republic)

2

BRB (Barbados)

2

CYM (Cayman Islands)

1

GTM (Guatemala)

1

PAN (Panama)

1

PER (Peru)

1

GBR (United Kingdom of Great Britain and Northern Ireland)

1

COL (Colombia)

1

DEU (Germany)

1

CHN (China)

1

AGO (Angola)

1

VGB (Virgin Islands)

1

CAN (Canada)

1

Did not Specify

359

Total (N = 465)*

490

• 85% of Act 20 grantees reported the U.S. mainland as
their main export destination (those who specified).

• In the 2015-2016 report the U.S. represented 66% of all

export destinations. Such change shows an increased
concentration in the U.S. market.

• Yet, the vast majority didn’t specify (73%) their main
export destination.

• Around 21 cases did mention several destinations for
their exports.

112

*Approximately 21 cases had more than one export country specified
throughout their reporting years. These additional destinations amounted
to 25. Hence, the total number of destinations and decrees may not
coincide.
Source: Estudios Técnicos, Inc, DDEC
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GRANTEE PROFILE ACT 20
[Payroll and Employment]

Employment & Wage Information for Act 20 Decrees
Employment and Wage Information for Act 20 Decrees
Hybridized Data
Concept
Total 1-Year Payroll
Employment**
Average Wages

Eligible Activities Non-Eligible Activities

Total

Average per Decree

$300,759,710

$294,222,507

$594,982,216

$354,156

8,257

8,435

16,693

10

$36,424

$34,880

$35,644

$35,644

**2 cases reported invalid values for employment (in excess of 100,000 employees); therefore, the total was
extrapolated by estimating the mean of the non-outlying cases, and elevating it to the decree total.

• Act 20 decree holders have a total payroll of $595 million, with 51% on eligible activities.
• Payroll related to eligible activities generates 8,257 jobs, with an average wage of $36,424.
• Non-eligible activities represent another 8,435 jobs with an average salary of $34,880.
44
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GRANTEE PROFILE ACT 20
[Payroll and Employment]

Act 20 has help maintain or retained over 8,435 jobs in the local economy, beyond the almost 8,257
which are directly attributed to foreign sales.

• Act 20 requires that companies keep a separate record of their revenues generated within
Puerto Rico and the revenues which are directly attributed to foreign sales.

• This allows to estimate the amount of local business activity which is sustained or retained via
the added income provided from the outside market.

• Each decree essentially supports $350,000 in payroll for 10 employees at an average
salary of almost $36,000.

• These are high-paying jobs, as they pay well over the median household income in
Puerto Rico ($19,775).
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GRANTEE PROFILE ACT 20
[Employment by Activity]

Employment by Eligible Activity

• The consulting sector generates almost 45% of all employment on eligible activities.
• Specialized Business Services generate the highest average salaries, at over $123,000 in eligible
activities.

• This is almost 6 times the median household income in Puerto Rico.
46
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ACT 20 MUNICIPAL
DISTRIBUTION

47

ACT 20 GRANTEES BY MUNICIPALITIES
• Almost 65% of Act 20 grantees are located within the Municipality of San Juan.
• This is followed by Guaynabo and Dorado, each with a share of almost 10% of all grantees.
• The municipalities of Humacao and Carolina are also within the Top 5.
• Based on the data from both programs, there is a strong correlation between the place of
residence of Act 22 grantees and the location of Act 20 businesses.

• Outside the San Juan Greater Metropolitan Area, the municipalities of Mayagüez and Rincón
show the highest share.

• The concentration in San Juan is a reflection of the geographical characteristics of advanced

service activities that benefit from urban agglomeration economies and thus, is to be expected.

48
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ACT 20 GRANTEES BY MUNICIPALITIES
Numbers Presented as Percentages
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ACT 20 JOBS PER MUNICIPALITY
• The distribution of jobs per municipality follows the same trend of Act 20 grantees by
municipality.

• Most of the jobs are concentrated in the municipality of San Juan.
• Both local businesses and non-local businesses established due to Act 20, are expected to

operate within the San Juan Greater Metropolitan area due to the area’s concentration of
infrastructure in terms of physical assets and human resources.

• It is important to note that the number of jobs created by municipality are limited to direct full-

time equivalents (FTEs). This excludes indirect and induced jobs which are created all around the
Island.
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ACT 20 JOBS PER MUNICIPALITY
Act 20 Jobs per Municipality

Low

High
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ACT 20 FISCAL REVENUES
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FISCAL REVENUES
[Employment by Activity]

• Eligible activities were estimated to generate over $36 million in income tax and $13.1 million in SUT revenue.
• Non-eligible activities generate an estimated $39.1 million in income tax and $12.6 million in SUT.
• Consulting activities are estimated to generate over half of the income tax and SUT revenue.
• These taxes were estimated by applying the current income tax rates to the average wages and SUT was
applied to be 50% of the after-tax income (the percent subject to SUT in PR).

Estimated Individual Income Tax & SUT of Act 20 employees
Eligible Activity Description
Research and Development
Advertising and Public Relations
Consultants
Specialized Business Services
Commercial Arts and Graphics Services
Architecture, Engineering, Construction Blueprint Production, Project Management
Professional Services, such as Legal, Tax and Accounting Services
Centralized Management Services, Including Strategic Planning, Budget
Electronic Information Processing Services
Computer Programs Development
Voice and Data Telecommunications Outside Puerto Rico
Call Centers
Shared Services Centers
Educational and Training Services
Hospital and Laboratory Services
Investment Banking and other Financial Services
Storage and Distribution Centers
Other Eligible Activities (as Determined by the Secretary)
Total (All Activities)

Eligible Activities
Non-Eligible Activities
Total
Estimated Individual Income Tax Estimated SUT Estimated Individual Income Tax Estimated SUT Estimated Individual Income Tax Estimated SUT
$1,073,932
$206,781
$94,335
$43,252
$1,168,268
$250,033
$3,091,444
$606,487
$488,521
$89,742
$3,579,965
$696,229
$12,868,121
$5,616,791
$11,730,835
$4,706,820
$24,598,956
$10,323,611
$820,565
$156,711
$5,082,257
$583,271
$5,902,823
$739,982
$296,181
$125,238
$0
$0
$296,181
$125,238
$1,160,185
$497,796
$0
$2,239,537
$1,160,185
$2,737,333
$3,562,956
$626,646
$1,293,790
$595,445
$4,856,746
$1,222,091
$3,571,915
$675,890
$11,879,673
$2,312,181
$15,451,588
$2,988,071
$972,365
$77,464
$0
$0
$972,365
$77,464
$889,915
$152,859
$4,326,166
$469,650
$5,216,082
$622,509
$16,946
$7,220
$0
$0
$16,946
$7,220
$0
$392,063
$62,323
$25,796
$62,323
$417,859
$0
$631,575
$0
$780,612
$0
$1,412,187
$806,890
$341,988
$78,845
$14,566
$885,735
$356,555
$389,857
$70,110
$12,780
$5,529
$402,637
$75,638
$1,906,051
$881,347
$0
$307,085
$1,906,051
$1,188,433
$129,742
$58,923
$0
$0
$129,742
$58,923
$4,515,581
$2,020,238
$4,097,583
$475,356
$8,613,164
$2,495,594
$36,072,646
$13,146,126
$39,147,110
$12,648,843
$75,219,756
$25,794,970
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FISCAL REVENUES
[Corporate Income Tax]

• Corporate income tax represents a 3.1% effective tax rate.

• [data limited to annual reports; does not include hybridized approach]

• Non-eligible activities have paid an effective tax rate of almost 24% in income tax.
• [data limited to annual reports; does not include hybridized approach]

Net income by Eligibility for Act 20 Decrees

pt

Net Income Before Tax CorporateConcept
Income Tax Paid Net
Effective
IncomeTax
Before
Rate Tax Corporate Income Tax Paid Effective

ble Activities

$290,933,907

$9,099,317
Eligible Activities

$290,933,907
3.1%

$9,099,317

3

ble Activities

$11,897,713

Non-Eligible
$2,830,635Activities

$11,897,713
23.8%

$2,830,635

23

ports

NN==723
465 Annual Reports

s Técnicos, Inc, DDEC

Source: Estudios Técnicos, Inc, DDEC
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ECONOMIC FOOTPRINT
Act 20
Taxes paid by Eligible & Non-Eligible Activities
Eligible Activity Description
Research and Development
Advertising and Public Relations
Consultants
Specialized Business Services
Commercial Arts and Graphics Services
Architecture, Engineering, Construction Blueprint Production, Project Management
Professional Services, such as Legal, Tax and Accounting Services
Centralized Management Services, Including Strategic Planning, Budget
Electronic Information Processing Services
Computer Programs Development
Voice and Data Telecommunications Outside Puerto Rico
Call Centers
Shared Services Centers
Educational and Training Services
Hospital and Laboratory Services
Investment Banking and other Financial Services
Storage and Distribution Centers
Other Eligible Activities (as Determined by the Secretary)
Total (All Activities)

Eligible Activities
Corporate Income Tax Municipal Taxes
$697,236
$132,147
$2,028,900
$160,213
$12,856,901
$1,359,392
$665,484
$33,209
$1,522,412
$39,925
$624,710
$47,174
$2,564,326
$203,908
$2,197,194
$97,505
$305,867
$8,772
$259,375
$17,334
$0
$528
$190,707
$8,835
$191,535
$17,203
$798,145
$79,197
$59,364
$667
$1,342,139
$71,727
$13,840
$3,043
$3,686,705
$471,211
$30,004,840
$2,751,988

Non-Eligible Activities
Total
Corporate Income Tax Municipal Taxes Corporate Income Tax Municipal Taxes
$105,321
$8,120
$802,557
$140,267
$10,509
$48,597
$2,039,410
$208,810
$4,921,209
$1,393,184
$17,778,110
$2,752,575
$506,812
$75,084
$1,172,295
$108,293
$16,760
$0
$1,539,171
$39,925
$434,510
$923
$1,059,220
$48,097
$344,351
$82,912
$2,908,677
$286,820
$26,997
$18,325
$2,224,191
$115,829
$1,320
$0
$307,187
$8,772
$81,726
$3,332,556
$341,101
$3,349,890
$0
$0
$0
$528
$16,261
$37,717
$206,968
$46,552
$673,992
$124,690
$865,527
$141,892
$289,935
$13,471
$1,088,080
$92,669
$13,363
$7,770
$72,727
$8,437
$18,493
$10,331
$1,360,633
$82,058
$0
$0
$13,840
$3,043
$1,392,199
$226,876
$5,078,904
$698,087
$8,853,758
$5,380,557
$38,858,598
$8,132,545

N =723, [data limited to annual reports; does not include hybridized approach, thus absolute values will not match with total tax estimates]

• Of those decree holders that submitted annual reports, eligible activities generated over $30 million in corporate income tax
and $2.8 million in municipal taxes.

• Non-eligible activities generated a further $8.8 million in corporate income tax and $5.4 million in municipal taxes.
• Consulting activities represented more than half of the total corporate taxes paid, and over 25% of the municipal taxes paid.
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ECONOMIC FOOTPRINT
• To better understand the impact of the Act 20

decrees economic activity, its important to look
at sales, expenses, and taxes paid.

• In eligible sales alone, these companies reported
$3.6 billion.

• Combined with non-eligible activity sales, total
sales are close to $4.2 billion (throughout the
period).

• Operating costs represent $2.6 billion, and

compensation costs were reported at $595
million.

Sales, Expenses, & Taxes by Eligibility
Act 20
$4,218,801,536
Total Sales1
Eligible Activities
$3,574,576,259
Non-Eligible Activities
$644,225,277
2
$2,606,912,530
Operating Costs/Expenses
Eligible Activities
$1,980,910,021
Non-Eligible Activities
$626,002,509
Compensation Costs/Expenses
$594,982,216
Eligible Activities
$300,759,710
Non-Eligible Activities
$294,222,507
2
$90,293,837
Corporate Income Tax Paid
Eligible Activities
$69,720,790
Non-Eligible Activities
$20,573,048
$18,897,201
Municipal Taxes Paid2
Eligible Activities
$6,394,661
Non-Eligible Activities
$12,502,540
$2,390,055,478
Net Income After Tax1
Eligible Activities
$2,296,213,818
Non-Eligible Activities
$93,841,660
1
The equivalent variable in Applications was not segregated on the basis of eligible/noneligible; hence, the
distribution in the annual reports was used as a proxy to divide it into eligible and non-eligible activities.
2
Information only appears in annual reports; therefore, a simple linear expansion was used to elevate the
subtotal to the universe.

• Corporate income taxes paid were tallied at
$22.5 million of which $17 million came from
eligible activities.
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FISCAL REVENUES
Total Taxes from
Eligible Activities

$125.2 Million

Total Taxes from All
Activities

$210 Million
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Total Fiscal Revenues
(all activities)

$210 mm
Municipal Taxes

Corporate Income
Tax

Income Tax from
Payroll

$18.9 mm

$90.3 mm

$75.1 mm

(does not include SUT
portion)

SUT from Payroll

$25.7 mm
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ECONOMIC IMPACT:
MULTIPLIER EFFECTS

59

INVESTMENT
ACT 20

Investment by Act 20 Decrees

• Act 20 grantees promised to invest over
$1,261,904,086 million

• $221 million in real estate,
• $391 million in machinery & equipment, and a
further

• $650 million in other assets.
• If the $1.2 billion investment were to take place
in 1 year, it would represent more than 12% of
the Island’s gross domestic investment in fiscal
2018.
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ECONOMIC IMPACT
Economic Impact of Act 20 Employment
Employment Multiplier (Services)
Direct
Indirect
Induced
Total

Eligible
8,257
8,422
1,239
17,918

Non-Eligible
8,435
8,604
1,265
18,304

Total
16,692
17,026
2,504
36,222

Source: Estudios Técnicos, Inc, PR Planning Board 2007 Inter-industrial multipliers.

• Act 20 generates 16,692 jobs in both eligible and non-eligible activities
• An additional 17,000 indirect jobs and 2,500 induced jobs are also generated.
• The total economic impact of these grantees is estimated at over 36,000 jobs in the economy.
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ECONOMIC IMPACT

Monetary Impact of Act 20 Employment

Monetary Impact
Employment (total)
Salary
Individual Income Tax
SUT

$
$
$

Eligible
Non-Eligible
Total
17,918
18,304
36,222
401,928,065 $
347,795,337 $ 749,723,402
58,492,902 $
40,838,931 $ 99,331,833
17,518,016 $
15,769,979 $ 33,287,996

Source: Estudios Técnicos, Inc, PR Planning Board 2007 Inter-industrial multipliers.
Indirect employment is assumed to have a salary of $19,775 the median household income in Puerto Rico

These jobs generate:
•

Over $635.6 million in salaries,

•

$100 million in individual income tax and

•

$27 million in sales & use tax

Note: For indirect and induced employment, it was assumed that the
salary was equal to $19,775 (median household income for Puerto
Rico). These taxes were estimated by applying the current income tax
rates to the average wages and SUT was applied to be 50% of the
after-tax income (the percent subject to SUT in PR). For indirect &
induced employment, because of the low income the tax is equal to
$0. (Estudios Tecnicos, Inc estimates)
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TOTAL JOBS CREATED BY ACT 20
Total Direct Jobs
from Eligible
Activities

8,257

Total Direct jobs
from All Activities

16,692

Total Jobs
Created in the
Economy

36,222
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ACT 20 CONCLUSIONS
• For more than 50 years, Puerto Rico’s industrial policy was focused on incentivizing foreign direct
investment in order to develop a robust manufacturing-export-led economy.

• Such incentives provided high-paying jobs to the local economy, however, there were limited

forward and backward linkages with local economic actors. That is, only a small number of
businesses were developed around the manufacturing network. Such trend is no surprise since
the entry barriers to large-scale manufacturing facilities are relatively high.

• On the contrary, the service economy provides an opportunity for smaller, more agile local

endeavors to prosper in local and external markets. The entry barriers to highly sophisticated
services are much smaller since the service industry operate within a more open and urban
ecosystem.

• Manufacturing facilities tend to operate within silos (plants), yet, the service industry depends on
the network of human resources and technologies which are usually concentrated within
densified urban areas.

• [The Rise of Innovation Districts, a new geography of innovation in America. B. Katz & J. Wagner. Brookings Press 2014.]
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ACT 20 CONCLUSIONS
• The economic impact of Act 20 has consistently grown. Total jobs have increased from 7,400
(2015 – 2016 Economic Impact Report) to 36,222 jobs.

• Total investments have grown from almost $500 million in 2015-2016, to over $1.2 billion
• Program participants have kept growing and actuals have fall within the optimistic scenario of
the 2015 – 2016 Economic Impact Report.

• Exporting companies have increased their total sales, thus, the export market for Puerto Rico has
become an untapped opportunity for local companies.

• Fiscal revenues have increased in all areas.
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ACT 22
66

PROGRAM PERFORMANCE
A total of 2,202 Act 22 decrees
were analyzed

622 of these were from 2018,
and an additional 287 in 2019

As was the case with Act 20, its
likely that the large amount of
decrees approved in 2018 is a
result of hurricane María
impacting approvals in late 2017

Act 22 Decrees in Database, by Date of Approval
Year of Decree Approval

Number of Decrees
by Approval Date

2019

287

2018

622

2017

374

2016

355

2015

309

Reports Only/Out of Range
Approval Dates

255

Total

2,202

*2019 does not reflect all approved decrees. Data is limited to available decrees
at the time of the data entry process.
**Number of approved decrees by year could differ from DDEC’s grantee counts.
Minor changes were performed based on differences between hardcopy files and
electronic database. Due to tangible effects in the economy, Estudios Técnicos
considered revoked decrees with annual reports.
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ACT 22 PROFILE
68

Practically all of those
that answered
regarding their country
of origin, came from the

United States.

GRANTEE PROFILE ACT 22
Profile of Act 22 Grantees
Country of Residency
Number of Decrees
1,233
United States of America (the)
1233
Colombia
7
Singapore
7
Venezuela (Bolivarian Republic of)
5
United Arab Emirates (the)
4
Mexico
4
Brazil
3
Canada
3
Chile
3
Spain
3
United Kingdom of Great Britain and Northern Ireland (the)
3
Argentina
2
Belgium
2
Costa Rica
2
Hong Kong
2
South Africa
2
Switzerland
1
Ecuador
1
Isle of Man
1
Italy
1
Unspecified Location
733
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GRANTEE PROFILE ACT 22
Profile of Act 22 Grantees

Within the US, Florida and
California were the main states
for Act 22 grantees. Both states
represent almost 40% of all
grantees.

State of Residency
Florida
California
New York
Texas
Puerto Rico
New Jersey
Nevada
Illinois
Colorado
Arizona
Pennsylvania
Georgia
Massachusetts
Washington
Connecticut
Utah
Michigan
Iowa
Maryland
North Carolina
Tennessee
Louisiana
Maine
Missouri
Virginia
Alabama
Kansas
Minnesota
Virgin Islands
Wisconsin
Hawaii
Nebraska
Oregon
Rhode Island
Arkansas
Dist. of Columbia
Delaware
Idaho
Indiana
Mississippi
New Hampshire
New Mexico
Ohio
South Dakota
Unspecified

Number of Decrees
122
114
74
65
39
27
24
22
21
16
14
13
13
10
9
8
7
6
6
6
6
5
5
5
5
3
3
3
4
3
2
2
2
2
1
1
1
1
1
1
1
1
1
1
557
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GRANTEE PROFILE ACT 22
Act 20 & 22 Businesses
Concept

Concept

Number of Act 22 Decree
Holders
a Business
Established
in PR Established in PR
Number
of Actwith
22 Decree
Holders
with a Business
With Businesses thatWith
are Tax
Decree Holders
Businesses
that are Tax Decree Holders
With Businesses thatWith
are Act
20 Tax Decree
Businesses
that areHolders
Act 20 Tax Decree Holders

Value

Value

768

768
100%

666

87%
666

599

78%
599

Out of those Act 22 grantees with businesses in Puerto Rico, 78% are exporting services from the Island under Act 20

Almost 35% of all Act 22 grantees have a business operation in Puerto Rico.
Over 760 Act 22
grantees have
established a business in
Puerto Rico.

And 599 have a
business with an
Act 20 decree.

666 have a
business with a
tax decree
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GRANTEE PROFILE ACT 22
Eligible Activity Distribution of Act 20 Businesses
Owned by Act 22 Grantees
Eligible Activity Distribution of Act 20 Businesses Owned by Act 22 Decree Holders
Eligible Activity

• Act 22 grantees who have a business with an Act 20
decree mainly operate in the consulting industry.

• The second largest activity reported by Act 22 and Act 20
holders is the investment banking and other financial
services activities.

Distribution

Research and Development

0.9%

Advertising and Public Relations

5.3%

Consultants

38.0%

Specialized Business Services

0.2%

Commercial Arts and Graphics Services

0.7%

Architecture, Engineering, Construction Blueprint Production, Project Management

0.8%

Professional Services, such as Legal, Tax and Accounting Services

3.3%

Centralized Management Services, Including Strategic Planning, Budget

4.9%

Electronic Information Processing Services

0.1%

Computer Programs Development

2.5%

Voice and Data Telecommunications Outside Puerto Rico

0.1%

Call Centers

0.7%

Shared Services Centers

2.3%

Educational and Training Services

1.1%

Hospital and Laboratory Services

0.6%

Investment Banking and other Financial Services

6.7%

Storage and Distribution Centers

0.0%

Other Eligible Activities (as Determined by the Secretary)

3.6%

Unknown/In Filing Process for Act 20

28.3%

N = 599 Act 20 businesses held by Act 22 decree Holders
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ACT 22 GRANTEES WITH BUSINESS
OPERATIONS IN PUERTO RICO
• Almost 35% of all Act 22 grantees have a business operation in Puerto Rico.
• As shown in the previous illustration, close to 80% of these businesses are in the service industry.
• The fact that more than 1/3 of all Act 22 grantees operate a business in Puerto Rico shows there

is strong potential for investments and business opportunities. Moreover, since 80% has an Act 20
decree, this means that the local economy has the enabling conditions to provide competitive
services within foreign markets.

• Deeper linkages with the local economy should be expected in the medium and long-term
• Such a trend will also influence local markets since local business that operated with limited

competition will now have to compete with service providers from other jurisdictions establishing
operations in the Island.
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ACT 22 GRANTEES & DIASPORA
ENGAGEMENT

• Since 2005, Puerto Rico has been losing population due to increased migration to the U.S.
• It is important to keep in mind that Act 22 is an incentives program that is crafted to attract
individuals from foreign jurisdictions who want to relocate to Puerto Rico.

• The U.S. has in place a program that has that same objective, known as the EB-5 Program. This
program requires a minimum investment in order for the applicant to be granted a visa.

• Act 22 could be used as a measure to incentivize the relocation of Puerto Ricans in the
mainland, to Puerto Rico. i.e. retirees, physicians, entrepreneurs, among others.
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ACT 22 MUNICIPAL DISTRIBUTION
75

ACT 22 GRANTEES BY MUNICIPALITIES
• Almost 50% of Act 22 grantees have their main place of residence within the Municipality of San
Juan.

• This is followed by the municipality of Dorado, with a 10% share.
• The municipalities of Humacao, Carolina, Rio Grande, Guaynabo, and Rincón have also a
robust share of Act 22 grantees.

• The Municipality of Dorado shows the biggest share outside the San Juan Greater Metropolitan
Area.

• Within San Juan, the areas with greatest concentration are Condado, Isla Verde, and Old San
Juan.

• As expected, the location of Act 22 grantees follow the same pattern as Puerto Rico’s top
performing real estate markets.

• As noted in the report, almost all of grantees came from the U.S.
76
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ACT 22 GRANTEES BY MUNICIPALITIES
Numbers Presented as Percentages

#
1
2
3
4
5
6
7
8
9
10

Municipality
San Juan
Dorado
Humacao
Rio Grande
Carolina
Guaynabo
Rincon
Aguadilla
Cabo Rojo
V ega Alta

Share
50%
10%
5%
4%
4%
4%
4%
2%
2%
1%
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ORIGIN OF ACT 22s IN RINCÓN
• The U.S. map shows the main
states of origin for Act 22
grantees which reside in the
Municipality of Rincón.

• Besides New York, which is
consistently the biggest driver of
Act 22 grantees to Puerto Rico,
the states of California, Florida,
Virginia, among others, provide
a diverse profile of grantees for
Rincón.

Low

High
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ORIGIN OF ACT 22s IN SAN JUAN
• The U.S. map shows the main
states of origin for Act 22
grantees which reside in the
Municipality of San Juan.
• The municipality of San Juan,
follows the same distribution as
all Act 22 grantees in Puerto
Rico.
• That is, grantees’ origin are
concentrated in California,
Florida, New York and Texas.
Low

High
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ORIGIN OF ACT 22s IN DORADO
• The U.S. map shows the main
states of origin for Act 22
grantees which reside in the
Municipality of Dorado.

• The municipality of Dorado,
shows the highest heterogeneity
in terms of a diverse pool of
states of the grantees’ origin.

Low

High
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ACT 22 ECONOMIC IMPACT
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ECONOMIC IMPACT OF ACT 22 GRANTEES
Profile of Act 22 Grantees

Their businesses would
generate almost 4,400
jobs.

Act 22 grantees planned
to make over $679
million in capital
investment.

Only 37% of grantees
planned to transfer
capital

Over 81% of these
individuals have a net
worth below $10 million,
while 2.8% have a net
worth above $50 million.

Concept

Value

Planned Capital Investment (Application Only)

$678,804,274

Estimated Employment from Businesses in PR

4,393

Net Worth
Less than 10 million

81.2%

10 million - 50 million

14.5%

More than 50 million

3.9%

Unspecified

0.4%

Percentage of Planned Capital Investment (Application Only)
0% - 25%

14.9%

25% - 50%

6.4%

50% - 75%

5.4%

75% - 100%

10.4%

Unspecified

62.9%

Money Spent in Puerto Rico

$140,629,249

Value of Purchased Real Estate

$1,315,955,569

Residential

$1,240,407,188
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Less than 10 million

81.2%

ECONOMIC IMPACT OF ACT 22 GRANTEES
10 million - 50 million

14.5%

More than 50 million

3.9%

Unspecified

0.4%

Percentage of Planned Capital Investment (Application Only)
0% - 25%

14.9%

25% - 50%

6.4%

50% - 75%

5.4%

75% - 100%
Profile of Act 22 Decree
holders10.4%

The value of purchased
real estate was slightly
above $1.3 billion.

Total 1-year value of rent
estimated equals $560
million (aggregated
2015-2019).

Close to 68% had
purchased a property,
while 32% currently rent a
property in the Island.

Unspecified

Concept
Money Spent in Puerto Rico

62.9%

Value
$140,629,249

Planned Capital
Investment
(Application
Only) $1,315,955,569
$678,804,274
Value
of Purchased
Real Estate
Estimated Employment from Businesses
in PR $1,240,407,188
4,393
Residential
Net Worth Commercial
$75,548,381
Less Value
than 10ofmillion
Rent

81.2%
$560,062,344

10 million Residential
- 50 million

14.5%
$560,062,344

More than
50 million
Commercial

3.9%
$0

Unspecified

0.4%

Percentage of Planned Capital Investment (Application Only)
0% - 25%

14.9%

25% - 50%

6.4%

50% - 75%

5.4%

75% - 100%

10.4%

Unspecified

62.9%
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ACT 22 GRANTEES ARE NO BILLIONAIRES
There is a strong misconception of Act 22 grantees as “super rich” individuals.

• Data shows that more than 82% of all Act 22 grantees have a
net worth of less than $10 million.

• Only a mere 4% have a net worth of over $50 million.
• The above evidences that Puerto Ricans in the U.S. with a net worth of over $1million could
consider the benefits of Act 22 as an incentive to relocate, retire or contribute to the local
economy.

• Debunking the above misconception could open the door for a bigger pool of successful
diaspora members (5.2 million Puerto Ricans in the U.S.) that could invest in Puerto Rico.
Estimates from Estudios Técnicos - using U.S. Census Data - points
out to almost 30,000 Puerto Ricans in the U.S. (mainland) with
home values above $1 million.
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FORECASTS: ACT 20/22
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FORECASTS
10-year forecasts
(2020- 2029)

Program regulatory changes, along with
structural changes in the performance of
the local economy have impacted previous
forecasts.

Assessment of past
performance

As noted in the report, variables such as
employment and investment have not
diverged from expected trends. Grantees
have shown a low elasticity to program
requirements. (i.e. relaxation of job
requirements have not translated into less
jobs generated by both acts)
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10 YEAR FORECAST ACT 20
Act 20 Decrees & Economic Impact (2020-2029)
2015-2019
2020
2021
Variable
1,680
1,980
2,311
Number of Decrees
2015-2019
2020
2021
Eligible Activities
$17,872,881,295
$5,710,310,766
$6,000,459,281
Sales
$13,034,562,649
$2,065,500,164
$1,752,597,688
Operating Costs
8,257
11,247
13,070
Employment
$1,503,798,550
$393,314,713
$464,747,691
Total Wages
$348,603,948
$111,377,502
$117,036,741
Corporate Income Tax Paid
$31,973,306
$10,215,337
$10,734,392
Municipal Income Tax Paid
2015-2019
2020
2021
Non-Eligible Activities
$3,221,126,385
$3,738,021,103
$4,364,041,699
Sales
$3,130,012,543
$669,046,434
$639,985,545
Operating Costs
8,435
12,270
13,475
Employment
$1,471,112,533
$458,032,723
$324,393,911
Total Wages
$102,865,240
$119,372,043
$139,363,733
Corporate Income Tax Paid
$62,512,698
$72,544,122
$84,693,361
Municipal Income Tax Paid
Totals from 2020 onwards also incorporate the continuing impact from the existing Act 20 decree holders.

2022
2,675

2023
3,070

2024
3,447

2025
3,805

2026
4,144

2027
4,461

2028
4,756

2029
5,026

2022
$6,742,498,032
$2,020,936,811
14,303
$494,724,133
$131,509,933
$12,061,847

2023
$7,759,801,735
$2,375,382,041
15,999
$554,552,337
$151,352,066
$13,881,730

2024
$8,700,631,509
$2,620,603,356
17,664
$623,057,485
$169,702,604
$15,564,807

2025
$9,597,828,974
$2,849,791,387
19,195
$689,108,400
$187,202,109
$17,169,829

2026
$10,444,654,440
$3,062,435,624
20,606
$751,903,586
$203,719,126
$18,684,739

2027
$11,271,055,775
$3,258,322,267
21,899
$812,809,799
$219,837,780
$20,163,113

2028
$12,026,364,414
$3,435,851,224
23,065
$870,297,368
$234,569,795
$21,514,305

2029
$12,726,531,616
$3,593,551,118
24,085
$923,261,248
$248,226,298
$22,766,855

2022
$4,995,630,438
$729,515,195
15,317
$401,723,257
$159,533,238
$96,950,662

2023
$5,684,816,915
$848,169,388
16,723
$535,314,357
$181,542,102
$110,325,767

2024
$6,347,757,721
$932,826,516
17,889
$584,767,954
$202,712,822
$123,191,521

2025
$6,975,748,965
$1,011,122,692
18,855
$630,071,799
$222,767,443
$135,379,006

2026
$7,562,824,200
$1,083,269,556
19,653
$670,294,647
$241,515,431
$146,772,430

2027
$8,132,800,616
$1,150,529,475
20,315
$707,904,202
$259,717,375
$157,834,014

2028
$8,648,593,963
$1,211,301,762
20,824
$740,363,953
$276,189,005
$167,844,064

2029
$9,121,338,800
$1,263,764,311
21,159
$766,990,772
$291,285,903
$177,018,666

•
•
•

The first column highlights the aggregated impact of Act 20 for the years 2015-2019.

•
•

For eligible activities, employment is forecasted to increase consistently along with sales.

•

By 2029, over 5,026 Act 20 decrees are expected, generating over 24,000 jobs and $12.7 billion in sales in eligible activities
alone. Non-eligible activities should generate an additional 21,159 jobs and $9.1 billion in sales.

The next columns provide a yearly forecast of the economic impact for 2020 through 2029.
It’s expected that there will be a small increase in decrees for 2020 and subsequently accelerates for both the number of
decrees and the total sales.
Non-eligible activities, tend to be more cyclical, essentially having a big increase in employment in the first year, before
declining.
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10 YEAR FORECAST ACT 22
Act 22 Decrees & Economic Impact (2020-2029)

Number of Decrees

2015-2019
2,202

2020
2,594

2021
3,018

Concept
2015-2019
2020
2021
4,393
6,588
7,495
Employment from Businesses in PR
$703,146,245
$318,153,501
$389,351,320
Money Spent in Puerto Rico
$1,315,955,569
$2,996,569,719
$3,486,899,034
Aggregate Value of Purchased Properties
$1,240,407,188
$2,547,120,084
$2,963,905,865
Residential
$75,548,381
$449,449,633
$522,993,169
Commercial
$560,062,344
$70,877,853
$148,204,963
Aggregate 1-Year Value of Rent Paid (Residential)
Totals from 2020 onwards also incorporate the continuing impact from the existing Act 22 decree holders.

•
•
•
•

2022
3,475

2023
3,965

2024
4,433

2025
4,878

2026
5,298

2027
5,691

2028
6,057

2029
6,392

2022
8,780
$463,924,944
$4,014,932,749
$3,412,740,836
$602,191,913
$191,873,077

2023
9,878
$542,733,346
$4,582,647,526
$3,895,305,183
$687,342,342
$227,279,382

2024
10,869
$621,783,827
$5,122,200,571
$4,353,931,722
$768,268,849
$264,452,897

2025
11,790
$701,459,098
$5,635,057,182
$4,789,865,972
$845,191,210
$302,083,889

2026
12,626
$781,339,804
$6,122,062,105
$5,203,825,979
$918,236,126
$339,847,969

2027
13,382
$859,154,671
$6,574,533,671
$5,588,432,220
$986,101,451
$376,763,074

2028
14,065
$937,118,588
$6,998,560,348
$5,948,859,965
$1,049,700,383
$413,967,886

2029
14,625
$1,010,821,549
$7,383,910,994
$6,276,412,621
$1,107,498,373
$449,591,347

The first column highlights the aggregated impact of Act 22 for the years 2015-2019.
The next columns provide a yearly forecast of the economic impact for 2020 through 2029.
By 2029 it is expected that there will be over 14,600 jobs generated by almost 6,392 Act 22 grantees.
The aggregated impact for the real estate sector (2015-2029) is $7.4 billion in purchased property and
almost $450 million for rented property.
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• Average salaries

ASSUMPTIONS

were imputed per
grantee’s main
economic sector
and occupations

• Use of Puerto Rico

economic
multipliers; spending
patterns follow the
linkages of the local
economy.
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LIMITATIONS

Changes in program
rules overtime and
methodological
adjustments
Program requirements
have changed overtime,
thus, “first generation”
annual reports can vary
with later generations.

As shown in the report,
changes in such rules does not
translate to an immediate
change in the performance
and economic impact of said
programs. i.e. average
employment within Act 20
remains high.

The next slides show
the results of the
previous 10-year
forecast
methodology.
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OLD METHODOLOGY
10 YEAR FORECAST ACT 20
Act 20 Decrees & Economic Impact (2020-2029)
Variable
Number of Decrees
Eligible Activities

2015-2019

2020

2021

2022

2023

2024

2025

2026

2027

2028

2029

1,680

1,780

1,895

2,005

2,117

2,227

2,338

2,448

2,555

2,663

2,776

2015-2019

2020

2021

2022

2023

2024

2025

2026

2027

2028

2029

Sales

$17,872,881,295 $5,134,100,422 $4,919,585,833 $5,054,247,393 $5,351,153,640 $5,621,024,888 $5,896,708,748 $6,170,141,333 $6,455,108,809 $6,734,093,495 $7,029,349,164

Operating Costs

$13,034,562,649 $1,857,076,733 $1,436,899,136 $1,514,915,475 $1,638,061,730 $1,693,035,347 $1,750,853,224 $1,809,122,622 $1,866,091,801 $1,923,885,106 $1,984,855,443

Employment

8,257

10,112

10,716

10,722

11,033

11,412

11,793

12,173

12,542

12,915

13,303

Total Wages

$1,503,798,550

$353,626,504

$381,031,859

$370,850,410

$382,418,889

$402,524,992

$423,374,030

$444,184,288

$465,508,804

$487,317,999

$509,952,427

Corporate Income Tax Paid

$348,603,948

$100,138,732

$95,954,704

$98,581,228

$104,372,275

$109,636,014

$115,013,126

$120,346,327

$125,904,513

$131,346,006

$137,104,859

Municipal Income Tax Paid

$31,973,306

$9,184,538

$8,800,787

$9,041,687

$9,572,831

$10,055,611

$10,548,790

$11,037,941

$11,547,728

$12,046,811

$12,575,003

2015-2019

2020

2021

2022

2023

2024

2025

2026

2027

2028

2029

Non-Eligible Activities
Sales

$3,221,126,385 $3,360,828,597 $3,577,939,073 $3,744,777,084 $3,920,245,615 $4,100,955,671 $4,285,756,712 $4,467,710,680 $4,657,781,307 $4,842,730,383 $5,038,063,567

Operating Costs

$3,130,012,543

$601,534,964

$524,703,806

$546,852,258

$584,896,994

$602,650,630

$621,212,989

$639,937,520

$658,926,111

$678,261,446

$698,025,265

Employment

8,435

11,032

11,048

11,482

11,532

11,557

11,584

11,610

11,635

11,660

11,687

Total Wages

$1,471,112,533

$411,814,014

$265,960,256

$301,135,976

$369,152,392

$377,788,120

$387,103,156

$395,974,106

$405,427,738

$414,562,532

$423,638,278

Corporate Income Tax Paid

$102,865,240

$107,326,568

$114,259,895

$119,587,792

$125,191,302

$130,962,197

$136,863,736

$142,674,356

$148,744,177

$154,650,443

$160,888,322

Municipal Income Tax Paid

$62,512,698

$65,223,912

$69,437,395

$72,675,235

$76,080,569

$79,587,626

$83,174,077

$86,705,275

$90,393,993

$93,983,317

$97,774,166

Totals from 2020 onwards also incorporate the continuing impact from the existing Act 20 decree holders.

•

Due to changes in the core data used to estimate the Dynamic Capture Rate (explained in the Methodology section) the
forecast model was revised with a new methodology.

•

To highlight the differences between the new and old methodology, and to guarantee the comparability between previous
reports, the results from the old methodology are highlighted in this table.

•

The number of decrees that resulted from the old methodology was relatively low when compared to the actuals and the
current performance of Act 20.

•

*The table above is for reference only. The economic impact (forecast) was estimated using a new methodology which
considers the actual intrinsic growth of the Program
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OLD METHODOLOGY
10 YEAR FORECAST ACT 22
Act 22 Decrees & Economic Impact (2020-2029)
2015-2019

2020

2021

2022

2023

2024

2025

2026

2027

2028

2029

2,202

2,262

2,317

2,367

2,411

2,455

2,496

2,537

2,577

2,615

2,660

2015-2019

2020

2021

2022

2023

2024

2025

2026

2027

2028

2029

$8,435
4,393

6,588
$11,378

7,495
$13,649

8,780
$12,899

9,878
$13,625

10,869
$14,233

$14,580
11,790

$14,923
12,626

$15,268
13,882

$15,612
14,065

$15,947
14,625

Money Spent in Puerto Rico

$703,146,245

$277,480,093

$298,915,742

$315,976,435

$329,982,772

$344,319,077

$358,940,034

$374,180,431

$389,031,976

$404,610,796

$420,675,666

Aggregate Value of Purchased Properties

1,315,955,569

2,613,481,990

2,676,988,517

2,734,546,079

2,786,257,275

2,836,470,322

2,883,486,182

2,931,830,461

2,977,000,429

3,021,701,960

3,072,977,301

Residential

$1,240,407,188 $2,221,490,935 $2,275,472,243 $2,324,396,859 $2,368,351,994 $2,411,033,684 $2,450,997,727 $2,492,090,942 $2,530,485,955 $2,568,482,791 $2,612,067,444

Number of Decrees
Concept
Employment from Businesses in PR

Commercial

$75,548,381

$391,991,054

$401,516,274

$410,149,220

$417,905,281

$425,436,638

$432,488,455

$439,739,519

$446,514,474

$453,219,169

$460,909,857

Aggregate 1-Year Value of Rent Paid
(Residential)

$560,062,344

$61,816,680

$113,781,036

$130,683,576

$138,186,240

$146,443,464

$154,577,796

$162,751,800

$170,601,276

$178,734,984

$187,107,348

Totals from 2020 onwards also incorporate the continuing impact from the existing Act 22 decree holders.

•

Due to changes in the core data used to estimate the Dynamic Capture Rate (explained in the
Methodology section) the forecast model was revised with a new methodology.

•

To highlight the differences between the new and old methodology, and to guarantee the comparability
between previous reports, the results from the old methodology are highlighted in this table.

•

The number of decrees that resulted from the old methodology was relatively low when compared to the
actuals and the current performance of Act 22.

•

*The table above is for reference only. The economic impact (forecast) was estimated using a new
methodology which considers the actual intrinsic growth of the Program
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PERFORMANCE OF INCENTIVE PROGRAMS
Act 20-2012 Act 22-2012
Business confidential, for discussion purposes only

APPENDIX
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METHODOLOGY
This section describes the high-level methodology used to construct the estimates of economic impact, both actual and
forecasted.
Main Source of Data
Data were obtained from Excel Macro-Enabled worksheets created by Estudios Técnicos, Inc. and distributed to several data
entry keyers. A batch download of all copies of said files was performed from the recipient addresses; several duplicates were
found, which were initially uploaded and then removed by means of unique () in the data table package from R. This was done
to ensure that no information provided was lost amidst the duplication.
Data Limitations

The provided data, while mostly homogeneous, had several entry fields which registered heterogeneity and/or data entry
inconsistencies. Said issues were recorded in .csv files across all calculation procedures in the data processing stage, as well as
several additional lists of post-processing fixes. In addition, entry keyers had a free-form text field to detail any inconsistencies
found whilst entering the data. These free-form text fields were manually processed, and the changes incorporated in the
programming accordingly.
The two (2) main sources for data retrieval were Applications and Annual Reports. As per the macro structure, the majority of the
files had a consistent layout; however, several other decree documents were recorded in a different version of the entry form and
had to be reconstituted into the new form. As the new form had a different, more detailed structure, some information loss was
unavoidable in the conversion process. In addition, overlaps that were found in the information (e.g. employment, wage
estimates) oftentimes had differing key names. Therefore, a lookup table was internally used to match both names to a series of
universal keys.
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METHODOLOGY
Data Limitations
Decree counts are estimates based upon the union/intersection of decree numbers found in the data; as such, they may be
subject to error with respect to other data that the DDEC system may have. All results are thus provided on an “as is” basis with
respect to this limitation and may vary if more complete information is provided.
In addition to such limitations, some data requested in the entry form was simply not found in the DDEC files. For example, the
decree number of the spouse in the case of an Act 22 decree holder whose spouse was also an Act 22 decree holder was not
found; hence, a name match had to be conducted in order to “tie-in” such decrees. Effective dates would be the lack of reliable
information regarding the number of properties held by each decree holder. Spouses often referred to the same property in the
annual reports, or had several properties, yet only one was accounted for, and so on.
The wording/specification of several variables could have also had an impact on the data entry quality; for example, some
decrees recorded exceedingly high values as “rent payments”, raising the question of whether they were actually owned
properties, year-round cumulative values of the rent payment or even the value of the rented property. The occupation question
was a free-entry field, causing major inconsistencies with the classification; applicants would simply write the industry they were in,
or generic terms such as “consultant”, which is extremely broad and not related to any industry or occupation per se. Similarly, the
“base-year” definition and the entry of “base year” data reveals many inconsistencies with both the retrieved information from
the DDEC and the data entry forms obtained from Estudios Técnicos, Inc, which use a year 0, 1, 2, 3 convention to refer to the time
periods.
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METHODOLOGY
Estimation Assumptions

A pervading assumption in all estimates is that the annual report information is the most reliable, followed by the applications.
Hence, a hybridization procedure was performed to “fill in” data that were not available in annual reports, but an equivalent was
found in the application. Some statistical distributing and averaging was also performed in order to obtain the full estimates; for
example, the most recent annual reports for each decree were used to calculate the employment estimate, but in the
applications the average was used, as it is an expectation of employment creation. Application-only or annual-report-only
variables were tabulated separately and/or denoted as such.
To calculate by activity, each of the numeric variables calculated was distributed among its reported percentages. Therefore, a
single decree may be involved in multiple activities. Some tables, however, contained decree counts by main activity, which was
chosen as the highest-valued percentage. In such tables, the computation of ties may interfere with the results; in general, when
no other information was provided, the sales ordering was used to break ties.
Spouse information was particularly difficult, as it is essentially impossible to accurately predict whether spouses record the same
property in their annual reports, or different properties with the same value. Cadastre and city information was missing for the
majority of decrees, and thus did not help to filter said results. Hence, a reasonable assumption was made that identical property
values referred to the same property.
Forecasting Model

In order to produce external trend information, Bayesian Structural Time Series models fitted with semi-local linear trends were used
to produce future values over the 10 years; Spike-and-Slab priors were used for ease of handling. The estimated values are the
medians of the posterior predictive distributions estimated.
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METHODOLOGY
Theoretical Approach

The current model assumes that decree holders are drawn from a theoretical, unobservable pool of candidates across the world
(proxied by the US, which is by far the main market). The potential base is not directly observable but can be proxied by selecting
suitable variables. Selecting each variable consisted of a multi-part process, involving 1) ranking the most important characteristics
of the eligibility requirements in each Act, and 2) evaluating the available pools of related variables for which there exists a
reasonable time span of data available. After several discussions and a consensus interpretation of the eligibility requirements, the
following potential pools were identified:
1.

Establishments involved in Act 20 eligible activities – An establishment is defined by the US Census Bureau as “a business or
industrial unit at a single physical location that produces or distributes goods or performs services” (US Census Bureau, 2019).
The locational distinction is deemed important, as U.S. firms are able to take advantage of Puerto Rico’ s Act 20 by locating
a particular establishment in the island, not necessarily creating a new firm. Also, only the activities performed by
establishments located in the island would be eligible for Act 20 benefits.

2.

Owners of housing units with high property value – A difficulty in determining the potential base of Act 22 decree holders was
the extremely low response rate to the household income variable, which made income (as reported by participants)
unviable as a defining characteristic of participants. Additionally, Act 22 decree holders do not need to generate a highlevel income in order to partake in the benefits, which are vested upon capital assets.

However, a variable which was reported by most decree holders was the property values which they intended to purchase in the
island. The average value of primary properties purchased in Puerto Rico by Act 22 decree holders was $355,731, which is
essentially the upper quartile of the occupied housing units. Hence, this value was selected as the pool for Act 22 decree holders,
the reasoning being that the characteristics of owners of high-value real estate in the US roughly mirror the characteristics of Act
22 decree holders, and hence are sufficiently correlated to the potential base to be used as a proxy.
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METHODOLOGY
Theoretical Approach
To measure the rate at which decrees are drawn from these theoretical pools, the concept of Dynamic Capture Rate is
introduced. The Dynamic Capture Rate (DCR) is the empirical ratio at which decrees are expected to be "drawn" from this pool; it
is the velocity of decree counts with respect to changes in the potential base. To choose the value for this pool, a quantile from
the estimated cumulative density function that mimicked the overall behavior of the decrees was used. In both Act 20 and 22, it
was chosen to be 0.7.
The information provided by the Department of Economic Development and Commerce comprises five (5) years of information
regarding approved decrees, with 4 main years of information from annual reports. This is clearly not enough data to produce
accurate forecasts for long periods based on extensive time series. Finally, potential impacts are greatly influenced by the agency
resources invested in the programs: a significant change in these would heavily influence the outcome of the programs far
beyond any statistical trend and would not be explainable by the economic information of current applicants. In the past five (5)
years, several revisions to the eligibility requirements have been issued, which have significantly influenced the pool of applicants
and grantees. Therefore, our forecasts hold a very “ceteris paribus” plausibility with limited statistical power and should only be
deemed as an assessment of plausible scenarios following particular trends.
To simplify the analysis, all future decrees were assumed to be for residents and firms from the main markets which comprised the
profile of decree holders (the US being by far the largest market for decree holders).
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METHODOLOGY
Imputation of Eligible Activities
Eligible activities are not classified by NAICS codes:
hence, a suitable NAICS code was imputed in
order to relate the establishment counts to each
activity. The level of detail was kept up to 3-digit
NAICS codes (industry subsectors), due to the
following factors:
1.

Eligible activities were already broad enough
to be classified into more than 1 NAICS subsector, and even more if higher levels of detail
were used; and

2.

More detailed subsectors would not be
disclosed in BLS establishment counts if they
contained a high level of firm concentration,
or too low an employment/establishment
count.

The following table presents the imputed NAICS
codes for Act 20 eligible activities.
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METHODOLOGY
External Data
The following sources were used when constructing external forecasts. The dataset spanned from 2001 thru 2018 for most datasets,
and from 2005 to 2017 for ACS information.
US Bureau of Labor Statistics (2019). Quarterly Census of Employment & Wages.
US Bureau of Economic Analysis (2019). Gross Output by Industry (Detailed Level Summary Tables), 2001-2017.
PR Department of Labor & Human Resources (2019). Consumer Price Index.

US Census Bureau (2019). American Community Survey 1-Year Estimates [Tables B25078 and B25059].
US Bureau of Labor Statistics (2019). Producer Price Index by Industry.
Generational Model
To combine the forecasted number of decrees, a generational approach was assumed. This involved the calculation of the
decree footprint, which is a reasonable estimate of the average impact a single decree has. For almost all cases, the trimmed
mean was used, with a trim factor of 5%. For existing decrees, no trim was assumed.
The generational dynamic is as follows. Each decree enters in a particular year and generates impacts in a particular time
window. The scale of such impact is determined by the footprint, and updated across time with applicable external trends, such
as wage and gross output growth. The combined generational effect of each new decree is then tabulated by year to obtain
totals.
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METHODOLOGY
Generational Model
The following external trends were used to update the footprint:
1.

Wages – average wages in eligible activities were forecast to increase in accordance with the nationwide average growth
in the eligible sectors. Non-eligible activities had a wage increase similar to Puerto Rico’s private service sectors, consistent
with most of these ancillary activities being services.

2.

Sales – sales of decree holders were indexed with US gross output growth in eligible activities.

3.

Operating costs – these were indexed with the producer price index by industry, for the industries in service sectors
associated with eligible activities up to the maximum detail possible.

4.

Money spent in Puerto Rico – this variable was indexed with the CPI in Puerto Rico.

5.

Value of residential properties and rent paid – these were indexed by the growth in the 75th percentile value of occupied
housing units and contract rent, respectively.

Corporate and municipal income taxes were estimated by applying the tax paid-to-sales ratio in the actual data to the
forecasted sales. The value of purchased properties was also adjusted by the percentage of decrees with purchased
residential/commercial properties.
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NEW METHODOLOGY
10-Year Forecast – Number of Decrees

• Step 1: Apply the Exponential Smoothing (ETS) algorithm to the time series of both Act 20 and Act
22 number of new decrees in order to forecast 2020-2029 values.
• ETS: Exponential Smoothing of time series data assigns exponentially decreasing weights to past
observations.

• Step 2: Subtract weights (𝑑𝑖𝑠𝑡) proportional to the number of years between the expiration date of
both Acts and the forecasts dates from Step 1 results.
• 𝒅𝒊𝒔𝒕𝒊 = 1ൗ( 𝑒𝑥𝑝𝑑𝑎𝑡𝑒 − 𝑑𝑎𝑡𝑒𝑖 ) , where:
• e𝑥𝑝𝑑𝑎𝑡𝑒: Act 20 & Act 22 expiration date
• 𝑑𝑎𝑡𝑒𝑖 : date corresponding to year 𝑖
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