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Puerto Rico’s economy has been in a protracted economic slump since 2006. If there were officially designated recessions for the Commonwealth, it probably would have been in one for the better part of these past seven years. Real GNP had fallen 12 percent before finally leveling off in 2012. But the economic measure most widely relied upon to gauge the island’s economy—because the data are monthly and timely—is payroll employment. Between early 2006 and the first half of 2011, this measure fell by a similar amount (13 percent); it then started to recover gradually in late 2011 and into the first part of 2012. But late in the year it began to nosedive again, reaching new lows in mid-2013—Or did it? More complete tabulations of employment presage upward revisions to Puerto Rico’s payroll job count, suggesting that current employment (and thus economic) conditions are not as gloomy as they appear, based on currently reported data. 

        Every March, the Bureau of Labor Statistics (BLS) issues annual benchmark revisions of employment data for all fifty states, Washington, D.C., and territories such as Puerto Rico. These revisions are based on data from the Quarterly Census of Employment and Wages (QCEW), which provide a complete count of jobs covered by unemployment insurance, in contrast with the preliminary monthly estimates, which are based on a survey of large employers. The main drawback of the QCEW data is that they are released only after a lag of roughly six months. When doing the benchmark revisions, the BLS essentially “trues up” the data by going back two years and incorporating information from the QCEW up through March or June of the prior year. 

        Tracking the QCEW data can be particularly useful during periods of economic volatility. For instance, a New York Fed study, published in early 2003, used these data to note that New York City’s economy was weaker than previously thought right before the September 11 attacks occurred; this information was useful in estimating the effects of that attack. Getting back to Puerto Rico in the present, the upcoming benchmark revisions—to be released in March 2014—will adjust the preliminary employment data from Spring 2012 through Spring 2013 up or down (in this case, up) to essentially equal the QCEW data. The chart below shows seasonally adjusted employment data as currently reported. 

[bookmark: _GoBack]        Thus, looking at the period from June 2012 to June 2013, when employment reportedly fell substantially, the total job loss of 44,000 (-4.7 percent), as currently reported, should wind up looking more like 10,000 (-1.1 percent) after revisions, as shown by the purple lines (left scale). Similarly, the private-sector job loss is expected to be revised from 23,000 (-3.3 percent) to just 2,000 (-0.3 percent), as shown by the green lines (right scale). 

Ch1_Puerto-Rico-Payroll-Employment
[image: ]

        But what about more recent trends—from mid-2013 to now? There are no hard data available from the QCEW yet; but because the initial level is likely to be revised up, there will likely be a comparable upward-level adjustment to these more recent data. That is, the trend of the line should not look much different, but the levels will presumably be comparably higher than currently reported, by perhaps as much as 25,000 jobs, or 3 percent. This also suggests likely upward revisions to the Government Development Bank for Puerto Rico’s Economic Activity Index, because employment is an important component of that measure. 

        So, which industries are likely to see the biggest upward revisions? Much of the gain should accrue to education and health services (which we expect to be revised upward by 5 percent), professional and business services (4 percent), leisure and hospitality (2 percent), retail trade (2 percent), and manufacturing (2 percent). On the other hand, construction is expected to remain exceptionally weak, and financial activities employment is projected to be revised downward by about 2 percent. 

        But even after these revisions, Puerto Rico’s economy and labor market can still be characterized as quite weak, as is highlighted in this recent article. Overall employment is still down by well over 10 percent from its 2006 peak and has yet to show any meaningful sign of an upturn. Moreover, the comprehensive employment data only go up to mid-2013, and it is certainly conceivable that there has been renewed weakening very recently. Two of the island’s more timely economic indicators—bankruptcies and a manufacturing-sector survey—signal some weakening in late 2013. And the recent rating agency downgrades of the Commonwealth’s debt are not likely to help matters. 

        In short, while Puerto Rico’s labor market appears to not have been as weak in 2013 as the currently reported employment data suggest, it nonetheless remains depressed; it remains to be seen if the preliminary signs of softness in late 2013 are a harbinger for the economy’s outlook in 2014. 


Disclaimer
The views expressed in this post are those of the author and do not necessarily reflect the position of the Federal Reserve Bank of New York or the Federal Reserve System. Any errors or omissions are the responsibility of the author. 
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