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Our Last Card, 
Competitive Costs 

The cost of energy is a factor 
of the economic endeavor. If a 
city or country does not count 
on production costs within the 
scope of costs of its region, it falls 
into disadvantages in front of its 
counterparts. A similar analysis 
applies to the global competitive 
environment. Cities, countries 
and regions with low electricity 
costs have lower production costs 
and better opportunities for citi
zens and businesses to invest in 
compet itive production, result
ing in a growing economy. 

If the east and southeastern re
gion of the U.S. is identified as the 
Puerto Rico domestic economic 
region, the island must have, at 
a minimum, production costs 
and a r'egulatOiy framework that 

maintains and improves on the 
standards of that region. For ex
ample, in December 2015, the 
average energy cost per sector 
for the eastern and southeastem 
states were in a range between 
16.70 cents per kilowatt-hour 
(kWh) in Connecticut and 8.36 
cents per kWh in West Virginia, 
according to the Energy Infor
mation Administration. An aver
age per sector cost that is greater 
than 16.70 cents per kWh is not 
feasible if Puerto Rico intends to 
consider trade in that region. 

A similar analysis applies to the 
realm of global competitiveness. 
Considering islands with which 
Puerto Rico competes, such as 
Ireland and Singapore, with 
a manufacturing sector per-

centage of the gross domestic 
product (GOP) similar to that of 
Puerto Rico of $48.5 billion. Ire
land with a manufacturing sector 
GDPof$50.l6billion had an indus
tt'ial electricity tariff for the third 
quarter of 2015 of 12.46 cents per 
kWh and Singapore with a manu
facturing sector GDP of $55.4 bil
lion had a basic industrial peak 
tariff for the same period of nearly 
14.67 cents per kWh. While these 
islands reflected those competi
tive energy costs, Puerto Rico's av
erage industrial tariff for that same 
period was 17.49 cents per kWh. 

Current energy costs in Puerto 
Rico for May, considers an aver
age overall cost of nearly 17 cents 
per kWh and an average industly 
tariff of close to 14.5 cents per 
kWh. Even with low oil prices at 
the same level of costs as natu
ral gas, we are not in an optimal 
competitive position- which 
would be one of energy costs of 
about 10 cents per kWh- but are 
within the competitive range, if 

sustainable through time. The 
Puerto Rico Electric Power Au
thority's current proposed in
crease of4.2 cents per kWh, takes 
us out of the competitive scope, 
making the island much less at
tractive for investments in the 
industrial sector and other im
portant sectors of our economy. 

Puerto Rico. as part of its re
covery from its current econom
ic stagnation, needs all possible 
tools and strategies addressed 
to detour the island f1·om its cur
rent declining trend. An increase 
in energy cost of nearly 25% will 
have an inflationary effect in the 
economy, with dangerous effects 
in the short and medium term, 
which could spread out of its 
borders, as the combination of a 
declining economy and inc1·ease 
in production costs impact the 
profitability of the private sector 
with a direct impact on govern
ment tax collections. 

Puerto Rico is in its zero hour. 
Our only and immediate card 
left to guide us out of our current 
economic crisis is to foster out· 
economic development, based on 
low, competitive and sustainable 
production costs. especially on 
energy cost related to electric
ity service. This task concerns 
all of us consumers, investors. 
bondholders, regulators, the pri
vate sector, and the local and fed
eral governments. It is then out· 
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responsibility to ensure that the 
correct decisions are taken. in
cluding current regulat01y pro
ceedings on energy that will have 
a direct effect in electricity costs, 
debt restructuring and other key 
aspects that will drive us out or 
sink us into a long lasting crisis. • 

-Tomas Torres is a professional 
engineer with 25 years of experi
ence and a licensed professional 
planner. He graduated with hon
ors }rom the University of Puerto 
Rico, Nfayagiiez Campus and has 
a Master's degree in Urban Plan
ning from the University of Puerto 
Rico, Rio Piedras Campus. Torres 
has experience in the govemment 
and private sector as well as non
profit organizations. During his 
career he has worked in the Puerto 
Rico Electric Power Authority, the 
pharmaceutical and high-tech sec
tor and t11e constmction and hous
ing development sector, as well as 
a consultant. He has lectured in 
Puerto Rico and abroad, excelling 
in energy issues and planning. In 
addition, he is an active member 
of the Puerto Rico Institute of En
gineers & Land Surveyors and the 
Puerto Rican Planning Society. He 
currently chairs the Energy Com
mittee of the Puerto Rico Manu
facturing Association and is the 
general coordinator of the Institute 
for Competitiveness & Economic 
Sustainability of Puerto Rico. 
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