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*DISCLAIMER

I wrote this report in my personal capacity as a citizen of the United States, a resident of
Guam and a holder of a Ph.D. in Economics from the University of California-Riverside. As
a U.S. citizen, I am proud to exercise my right to freedom of speech. As a resident of Guam
for 15+ years, I am pleased to contribute this report to our island community in the hopes
that it will invite informed discussions on the current state of our local economy and
meaningful reflections on our collective vision for the future. As an economist for 35+ years,
I am dedicated to the application of economic principles, the approach of scientific inquiry
and the methodological and ethical standards that govern the conduct of research for the
purpose of searching for the truth. Because you might know me in my professional capacity,
I am compelled to declare that the views I expressed in this report as well as all errors and
omissions herein are solely my own. I further declare that all resources (time, equipment,
office space, funds, references, etc.) I used in the preparation of this report are my personal
possessions and/or are publicly available, in which case they are properly cited. I thank my
family for allowing me the time and space and for giving me their support and patience while 1
wrote this report. I thank my friends for previewing this report and offering their suggestions.

NOTE

Like last year’s report, this report was designed to focus on the author’s expertise in
macroeconomics and not to duplicate efforts and perspectives by local experts in other areas. It
also made use of materials which were (and are) readily accessible to the Guam public, e.g., reports
and data that are posted in official Federal Government and Government of Guam (GovGuam)
websites, coverage by local news media. I hope that you will find this report useful. Thank you!



INTRODUCTION

After almost three years of the COVID-19 pandemic, many indicators suggest that Guam is at the
tail-end of this pandemic. By the end of December 2022, 91.5% of the island’s population are fully
vaccinated while 53.9% received their first booster shot. Positive cases have slowed (167 out of
1,060 tested during the week of Christmas, December 19-26), most with mild side effects. To date,
a total of 411 deaths had been reported as COVID-19 related, with the majority associated with
co-morbidities (Joint Information Center, 2022 December 27). Many COVID-19 mandates had
been lifted months ago, with that for requiring mask rescinded effective May 3, 2022 (Office of
the Governor, 2022 May 2). The current state of public health emergency is scheduled to expire
on January 6, 2023 (Office of the Governor, 2022 December 5), with a possible end to coincide
with “the national public health emergency...presently scheduled to end on January 11, 2023”
(Office of the Governor, 2022 November 5).

From an economic perspective, one indicator of the end of the pandemic was the $2.8B of
pandemic relief provided by the Federal Government under CARES Act/CRF (March 2020), the
Coronavirus Response and Relief Supplemental Appropriations Act (CRRSAA December 2020),
and the American Rescue Plan Act (ARPA March 2021) already spent or encumbered as of July
31, 2022, with a remaining balance of $690M (or $35M less to account for the amount of the
federally-funded ARPA funds administered by the Office of the Governor that had been spent or
encumbered between August 1 and November 30, 2022).

Guam’s economic experience during the pandemic offers both good news and bad news (or “areas
for improvement”). Like many economies around the world, the pandemic definitely impacted
Guam’s economy but the impact could have been significantly worse if the large amount of Federal
Government assistance had not been received by the local community. Guam’s output and income
(measured by real GDP) declined by 11.4% in 2020 and recovered by 1.1% in 2021 but reached
only 89% of its 2019, pre-pandemic level (U.S. Commerce-Bureau of Economic Analysis, 2022
November 2). The unemployment rate peaked at 19.4% in December 2020 and has since been
decreasing to 4.8% in June 2022 but the number of employable individuals who do not participate
in the labor force remains high at 54,200 individuals (Guam Department of Labor-Bureau of Labor
Statistics, 2022 October). Inflation was kept manageable at 1.7% and 3.8% in 2020 and 2021,
respectively, but has increased to 6.2% during the first 9 months of this year (Guam Bureau of
Statistics and Plans, 2022 October). Guam welcomed 216,915 visitors (including 15,773 from the
Armed Forces) during FY2022, beating forecasts of 130,000 visitors under the “GVB Optimistic
scenario” or 201,783 visitors under the “Industry Feedback scenario” by the Guam Visitors Bureau
a year ago, however, visitor arrivals are still years away from returning to its pre-pandemic record
of 1.631 million visitors in FY2019 (Guam Visitors Bureau, 2022 September). As noted above,
although the remaining balance on Federal funds for pandemic relief has been decreasing, more
Federal funds have been received for non-pandemic uses including investments in infrastructure
and climate change but more importantly for ensuring military strength in the Indo-Pacific region
consistent with the military realignment plan that includes the transfer of U.S. Marines service
members and their families from Okinawa to Guam and also in response to changing geopolitical
developments that highlight the importance of Guam’s strategic location.



To further paint the large picture of Guam’s economy in 2022 and to highlight items and issues to
watch in the year 2023 and the near future, the next section presents the latest indicators on Guam’s
macroeconomy.

MACROECONOMIC INDICATORS

Real Gross Domestic Product (GDP) Growth

In 2021, Guam’s economy resumed a positive growth rate of 1.1% after decreasing by 11.4% in
2020. On the one hand, any economic growth while still during the pandemic is welcomed news.
On the other hand, it put Guam’s economy still 10% below its 2019, pre-pandemic level.

CHART 1: GUAM’S REAL GDP AND ECONOMIC GROWTH: 2018-2021
(Real GDP in millions $)
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More telling is that Guam’s 2021 economic growth is comparable to its past growth performance
over a longer time period, 2010-2019, which yielded an average growth rate of 1.2% per year.
Therefore, it is interesting that Guam’s economy performed similarly to how it had done in the
past 10 years after decreasing 11.4% in 2020, which in itself tilts the probability toward positive
growth the following year, i.e., it is more probable for the economy to increase than decrease in
2021, and despite $2B of Federal Government pandemic assistance received in 2021, with $1.3B
actually spent that year. When viewed in this context, some might say that the opportunity for a
stronger economic rebound in 2021 was missed.

A closer look at what contributed to Guam’s economic growth of 1.1% in 2021 reveals that the
Federal funds for pandemic relief allowed local consumers to increase their spending by 3.3% in
2021 compared to 2020, local businesses to increase their spending by 6.8% and GovGuam to
increase its spending by 5.8%. As the report stated, “In 2021, the Guam economy was affected by
the continued federal government response related to the COVID-19 pandemic. Territorial
government and consumer spending were supported by federal payments authorized by the
Coronavirus Aid, Relief, and Economic Security (CARES) Act of 2020; the Coronavirus Response
and Relief Supplemental Appropriations (CRRSA) Act of 2021; and the American Rescue Plan
Act of 2021. Expenditures funded by these payments are reflected in the GDP estimates.” (U.S.
Department of Commerce-Bureau of Economic Analysis, 2022 November 2).

About economic forecasting

It is generally difficult to forecast many economies and errors are to be expected. However, it is
even more challenging to forecast smaller economies like Guam because the effects of errors could
be more significant. Given the smaller size of these economies, a small error in calculation could
translate to a large deviation in estimated values.

Nonetheless, our past economic reports have had much success in forecasting Guam’s
macroeconomy (see TABLE 1). Most recently, our most updated estimate of Guam’s economic
growth in 2021 was 3.4%, which exceeded the official estimate of 1.1% released by the U.S.
Department of Commerce-Bureau of Economic Analysis on November 2, 2022. However, even
official estimates are revised a few times before being finalized, as shown in TABLE 1 with the
official estimates for Guam’s 2018 economic growth, which changed from -0.3% (in the BEA
report released in 2019) to -0.9 (BEA 2020 report) to -0.7% (BEA 2021 report) to -0.8% (BEA
2022 report). As the 2021 growth estimate are updated, it will be interesting to see how the revised
estimates compare to our estimated figure of 3.4%.



TABLE 1: GUAM’S ECONOMIC GROWTH, 2018-2021: OFFICIAL VS. FORECASTED

2018 2019 2020 2021
2018GER (December 27, 2018)° 0% to -0.5% 0% to -1% -
2018GER (March 13, 2019)° - 0% to -0.5% -
BEA (October 9, 2019) -0.3% -
2019GER (December 30, 2019)° = 0% to 1% 0% to -0.2%
BEA (February 16, 2021) -0.9% 2.0% -
2020GER (December 31, 2020)* - - -0.7% to -18.9%
2020GER (February 18, 2021)* - - -9.2% to -27.5%
BEA (December 1, 2021)° -0.7% 2.5% -11.90%
2021GER (December 30, 2021)’ - - +26.7%
2021GER (September 7., 2022)* - - +3.4%
BEA (November 2, 2022)° -0.8% 2.6% -11.4% +1.1%
Our forecast 0% to -0.5% 0% to 1% 9.2% to 27.5% | 4% t0 26.7% |
-0.7%" 2.5%"* -11.90%" 1.1%
Official forecast -0.8% (revised®) 2.6% (revised”) -11.4% (revised®)
same general
same general direction but
Our forecast vs. direction but more
|_LATEST Official forecast close to range conservative within range optimistic

GER = Guam Economic Report, BEA=Bureau of Economic Analysis under the U.S. Department of Commerce, which
provides the official GDP estimates.

Sources:

I Ruane, Maria Claret M.; Aflague, Alexander K.M.; Casimbon, Rebecca G. & Tenorio, Luisa V. (2018 December
28). 2018 Guam Economic Report. University of Guam-School of Business and Public Administration-Regional
Center for Public Policy.

2 Ruane, Maria Claret M.; Aflague, Alexander K.M.; Casimbon, Rebecca G. & Tenorio, Luisa V. (2019 March 13).
2018 Guam Economic Report: UPDATE. Presentation at the University of Guam Economic Luncheon.

3 Ruane, Maria Claret M.; Barcinas, Efigenia Rose; Cayanan, Daniel; Garrido, Prairie Rose; Meneses, Sofia Diane;
Salalila, Jun-Patrick; Sayama, Kristina, C; Tenorio, Luisa V. & Tretnoff, Angelina T. (2020 January 24). 2019 Guam
Economic Report. University of Guam-School of Business and Public Administration-Regional Center for Public
Policy.

4Ruane, Maria Claret M.; Anderson Celia J.; Dela Cruz, Nathaniel J.; Donaldson, Grace C.; Garrido, Prairie Rose;
Guerrero, Kamerin M.; Kabigting, Leila C; Terlaje, Steve Eric S.; Vince, Laarnie D. & Wiley, Mary Catherine (2020
December 31). 2020 Guam Economic Report. University of Guam-School of Business and Public Administration and
Omicron Delta Epsilon International Honor Society for Economics-Alpha Chapter of Guam at the University of Guam.
5> Ruane, Maria Claret M. & Kabigting, Leila C. (2021 February 18). 2020 Guam Economic Report: UPDATE.
Presentation at the Guam Women’s Chamber of Commerce.

¢U.S. Department of Commerce, Bureau of Economic Analysis (2021 December 1). News Release: Gross Domestic
Product for Guam, 2020

7Ruane, Maria Claret M.; (2021 December 30). 2020 Guam Economic Report.

8 Pacific Daily News (2020 September 7).

9U.S. Department of Commerce, Bureau of Economic Analysis (2022 November 2). News Release: Gross Domestic
Product for Guam, 2021




Employment and Unemployment

Last year’s report noted the following: “As we learned how to manage ourselves and our safety
after almost 2 years of living during the pandemic coupled with the financial assistance many of
us received through a multiple of federally funded programs with some addition of local funding,
more and more individuals have returned to work or are now seeking employment. Therefore,
unemployment rate is expected to continue to decrease in 2022.”

Indeed, Guam’s unemployment rate, which peaked at 19.4% in December 2020, has been
decreasing to 4.8% in June 2022. CHART 2 displays this downward trend in the unemployment
rate, which is largely a welcome development.

CHART 2: GUAM’S UNEMPLOYMENT RATE: March 2019 — June 2022
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Source: Guam Department of Labor-Bureau of Labor Statistics (2022 October). Unemployment Historical Table
1974-2022.

For comparison, the unemployment rate in June 2019 was 4.6%, which is similar to that for June
2022. However, there is a difference in the employment situation. As shown in TABLE 2 and
CHART 3, whereas 66,230 individuals were employed in June 2019, only 62,470 individuals were
employed in June 2022, or 5.7% below. Since June 2019 could be used as a measure of the pre-
pandemic level of employment, this means that although our employment situation has been
improving since the years of the pandemic, it is still 5.7% what it was before the pandemic.



TABLE 2: GUAM’S EMPLOYMENT SITUATION, 2019-2022

‘%GAbove!
Below
Pre-
pandemic
Number of Employees Annual Growth in Employment (2019)
June’ June June June June 2020 | June 2021 | June 2022 | June 2022
INDUSTRY 2019 2020 2021 2022 vs 2019 vs 2020 vs 2021
AGRICULTURE 320 250 300 33 -21.9% 20.0% 10.0%
CONSTRUCTION 6,540 7.960 8,900 10.010 22.0% 11.5% 12.5%
MANUFACTURING 1,440 1410 1490 1630 -2.1% 5% 9.4%
TRANSPORTATION &
PUBLIC UTILITIES 4680 3890 3,530 3.760 -16.9% -9.3% 6.5%
WHOLESALE TRADE 2,600 2490 2410 2320 4.2% -3.2% 3.7%
RETAIL TRADE 14,000 11650 11,020 11.240 16.8% -5.4% 2.0%
FINANCE,
INSURANCE & REAL
ESTATE 2,670 2540 2,710 2300 -4.9% 6.7% -15.1%
SERVICES 18,770 15470 15,500 15610 A7.6% 0.2% 0.7%
Holel and Lodging 6,900 4.500 4,740 4630 -34.8% 5.3% 4.0%
Al other services 11,870 10.970 10,760 10.680 -7.6% -1.9% -0.7%
TOTAL PRIVATE
SECTOR 51,020 45,680 45,860 47,200 -10.5% 0.4% 2.9%
FEDERAL ‘ PADe
GOVERNMENT 3.880 3870 3,940 3920 0.3% 1.8% 0.5% | 1.0%
GOVERNMENT OF e
GUAM 11,330 11,240 11,080 11.350 -0.8% -1.4% 24% | 0.2%
Executive Branch
(Incivde GPSS) 6,820 6.690 6.450 6.610 -1.9% -3.6% 2.5%
All others including -
autonomous 4510 4.550 4,630 4.740 0.9% 1.8% 24% | 51%
TOTAL PUBLIC -
SECTOR 15210 | 15410 15020 | 15210 0.7% 0.6% 1.7% 04%
TOTAL PAYROLL
EMPLOYMENT 66,230 60,790 60,880 62.470 -8.2% 0.1% 2.6%

Source: Guam Department of Labor, Bureau of Labor Statistics (2022 October). CES Historical Table 1993-2022.
Note: Growth rates are based on author’s own calculation.

In addition, the employment situation is worse for the private sector than for the public sector
comprising of both Federal Government and GovGuam jobs.

By June 2022, private sector employment was still 7.5% below (47,200 employees) what it was
pre-pandemic (June 2019) (51,020 employees). By industry, only three industries (agriculture,
construction and manufacturing) have returned or exceeded their pre-pandemic (June 2019)
employment levels. Not surprising, construction employed 53% more employees in June 2022
than in June 2019, with construction expected to continue to provide employment in the years to
come. Agriculture and manufacturing lost 22% and 2% of their employees, respectively, in June
2020 but have recovered since. Five industries (transportation and public utilities, wholesale trade,
retail trade, finance, insurance and real estate and services) have yet to return to their pre-pandemic



employment levels. Among them, wholesale trade and all other services not including hotel and
lodging have seen job losses every year since June 2019. As expected, employment in hotels and
lodging declined by 35% in June 2020 compared to June 2019. Two years later by June 2022, it
remained 29% below the June 2019 level.

CHART 3: GUAM’S EMPLOYMENT SITUATION: JUNE 2022 (LATEST) VS. JUNE
2019 (PRE-PANDEMIC)
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TABLE 2 shows employment in the public sector in June 2022 was at par with pre-pandemic
levels. This is true for Federal Government jobs, GovGuam jobs and total public sector jobs. Taken
together, it is not surprising that the pandemic impacted the private sector disproportionately where
jobs were lost and, for June 2022, remained 7.5% below what they were pre-pandemic while those
in the public sector actually grew by 0.4% in June 2022 compared to June 2019.

The increased growth of construction employment opportunities in both military and civilian
projects is generally a good development, except when there is a shortage of potential employees,
both local and foreign. Fortunately, there are some good news on this front in the next 1-2 years.
First, the National Defense Authorization Act (NDAA) for FY2023, which was signed into law on
December 23, 2022, provides extension of the deadline for H-2B exemptions for Guam and CNMI

8



by one year from its original expiration date of December 31, 2023 to December 31, 2024 (U.S.
Congress). This would help ensure access to foreign workers for military projects on Guam (and
CNMI) as well as allow additional time for the local workforce to develop the skills required to
work on these projects. Second, employers in civilian projects might find relief from a December
12, 2022 final ruling by the U.S. Department of Homeland security that allows for a temporary
increase on the H-2B visa caps by 64,716 for FY2023 (U.S. Citizenship and Immigration Services,
2022 December 12).

One issue affecting potential employees on Guam continues to be the large number of otherwise
employable individuals who do not participate in the labor force. In June 2022, an estimated 54,200
of working-age individuals or approximately 35% of Guam’s total population did not participate
in the labor force (Guam Department of Labor-Bureau of Labor Statistics, 2022 October). Of
course, some of them have legitimate reasons for why they choose to stay out of the labor force.
Official survey reports these reasons as “School attendance”, “Family responsibility” or “Cannot
arrange childcare”. For example, within the age group 16-18 and attending high school, 80%
choose to not take up employment at the present time. Also included in this number are already
retired individuals. Others might have disability and, among them, 53.5% choose not to work (U.S.
Census, 2020). As these three groups of individuals are subtracted from those who choose not to
enter the labor force, the resulting estimate is approximately 25,000 individuals who are potentially
employable. Interestingly enough, this estimate comes close to the estimate provided in the 2020
Guam Population Census for the number of individuals aged 18-64 who had no disability but were
not employed, which was 26,889. From an economic perspective, if 90% of these individuals were
to become employed at the average productivity of those currently employed, they would be
contributing an additional 37% or more than $2B to Guam’s $6.1B economy (using 2021 Nominal
GDP measure).



Prices and Inflation

Guam’s inflation rate was kept manageable in 2020 and 2021 but has increased to 6.2% during the
first 9 months of this year, meaning that prices of the 160+ items that Guam consumers typically
buy were 6% higher during July-September this year compared to the same months last year.
CHART 4 shows that we have not seen inflation at that level on Guam since 2016, which was
“attributed entirely to this year’s increase of GMHA user fees” (Guam Bureau of Statistics and
Plans, 2016 Q4).

CHART 4: GUAM’S INFLATION RATE, 2013-2022

Source: Guam Bureau of Statistics and Plans (2022 3rd Quarter). Guam Consumer Price Index.

The same report broke down the price increases by groups and sub-groups to see where the overall
6.2% inflation came from and how these compare to prices a year ago. Food rose 8.6% during
July-September this year, similar to increasing 8.8% the year before. Within the Food category,
the most notable price increases were on Egg Products (+42%) and Cereals (+16.7%). Electricity
was the biggest driver of inflation this year, increasing by at 53.2% compared to 25.6% a year ago.
The increasing cost of power is hardly surprising given the increase in fuel cost since 2021, which
led to eight increases in the fuel recovery charge or Levelized Energy Adjustment Clause (LEAC)
since February 1, 2021 from $0.11 per kwh to the current $0.318567 per kwh since November 1,
2022 (CHART 5). Therefore, the most recent inflation report would have captured the additional
$165.64 in power cost for a customer who used 1,000 kwh in September 2022 compared to a year
ago. Burdensome as it was (is), the increase in power rates could have been worse in 2021 if not
for the $15M federally-funded ARPA funds that the Governor used for “Guam Power Authority-
Rate Offset” (BBMR, 2022 December 5). The Guam Energy Credit of $100 per month to 50,000
residential and commercial customers of the Guam Power Authority beginning July 2022 also
provided relief from this year’s higher cost of power.
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CHART 5: GUAM’S ELECTRICITY COST, 2022
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Source: Author’s monthly statement from the Guam Power Authority.

Although not as bad, the cost of water also increased 5.5% beginning October 1, 2022 (which
would show up in the next CPI report) and is expected to increase another 5.5% during FY2024
beginning October 1, 2023 (Guam Daily Post, 2022 September 23). For residential customers, this
increases the Basic Water Charges (flat rate) from $24.87 to $26.24 per month and the
Supplementary Annuity Surcharge from $0.90 to $0.92.

Motor fuel “gas” rose 15.8% this year but comparatively less than its 29.7% increase a year ago.
Of course, this is hardly consoling when gas prices for this entire year never went below the
average price of $4.58 last year, and worse, that it stood above $6 per gallon of regular gasoline
during the month of June, peaking at $6.49 on June 15,2022 (CHART 6). Fortunately, plans were
already in the works between the Guam Legislature and the Office of the Governor to introduce
the Gas Tax Relief, a 6-month moratorium on liquid fuel tax, which was signed into law on June
22, 2022 (Guam Energy Office). Although gas prices have decreased since June, residents
welcome the extension of both Gas Tax Relief and the $100 energy credit for another six months
(Pacific Island Times, 2022 December 20). Income-eligible residents benefited from Prugraman
Saldppe’ 2 and 3, paid for by the federally funded ARPA provided to the Office of the Governor
(Office of the Governor, E.O. 2022-03, 2022-12 and 2022-16).

Although this does not apply to all families, some relief from the higher cost of living came from
the additional $200 on the Cost-of-Living Adjustment (COLA) checks paid to Guam retirees in
October 2022 (Pacific Daily News, 2022 October 13). For FY2023, the U.S. Department of
Agriculture-Food and Nutrition Service increased the benefit amounts to SNAP participants by
12.5%, translating to $1,385 per month to a household size of 4 (2022 August 9). Data also show
that the average weekly earnings for employees in the private sector outpaced the official inflation
rate as earnings increased 6.4% between January and June 2022 and 13.4% between June 2021
and June 2022 (Guam Department of Labor-Bureau of Labor Statistics, 2022 October).
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Other categories that posted large price increases during July-September this year are Rent and
Lodging (+14.6%) and New Cars (+10%). (Guam Bureau of Statistics and Plans, 2022 Q3; 2021
Q3)

CHART 6: GUAM’S GAS PRICES, 2022
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Sources: Guam Daily Post (2022 June 3; September 29), KUAM (2022 June 15), Pacific Daily News (2022, October
26; December 9), Pacific News Center (2022 September 3), Guam Energy Office (2022).

Additional Economic Indicator: Poverty Rate

The availability of data from the 2020 Guam Census allowed for the poverty rate to be calculated
for Guam. Unlike the 50 U.S. states whose poverty rates are calculated by the U.S. Census on an
annual basis, Guam does not have an estimate for its poverty rate, although one was calculated for
2010 at 29.7%, which was more than double the national average (Casimbon, Rivera, Ruane &
Ruane, 2018 Summer). CHART 7 presents our original estimate for the poverty rate for Guam for
the year 2019 along with those for the 50 U.S. states using data from the U.S. Census Bureau. It
shows that, in 2019, 25.6% of households on Guam had incomes below the Federal threshold for
a family of four. As seen in CHART 7, Guam’s poverty rate is more than double the national
average of 10.8% and is higher than Mississippi’s, which has the highest poverty rate among the
50 U.S. states.

CHART 8 shows that the poverty situation on Guam is not new or recent as it goes back more
than a decade, although the poverty rate estimate was lower in 2005 that it was in 2019. However,
when compared to the national average and the worst case among the 50 U.S. states, which was
consistently Mississippi, the pattern remains the same: Guam’s poverty rate is more than double
the national average and is higher than the ‘worst case’ state.
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Sources: U.S. Census Bureau, 2020 Island Area Censuses: Guam; Income and Poverty in the U.S.; and Poverty
Thresholds by Family Size and Number of Children.
Note: Guam’s poverty rate in 2019 resulted from the author’s own calculation using established methodology by the

U.S. Census Bureau.
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CHART 8: POVERTY RATES OVER TIME
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Sources: U.S. Census Bureau, 2020 Island Area Censuses: Guam; Income and Poverty in the U.S.; and Poverty
Thresholds by Family Size and Number of Children.

Guam Department of Labor-Bureau of Labor Statistics. Household Income Survey for 2005, 2008, 2010.

Note: Guam’s poverty rates were estimated by the author using established methodology by the U.S. Census Bureau.
The 2010 estimate was first presented in Casimbon, Rivera, Ruane & Ruane (2018 Summer).
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TOURISM IN 2022

For FY2022, Guam exceeded its tourism forecasts of 130,000 visitors under the “GVB Optimistic”
scenario or 201,783 visitors under the “Industry Feedback™ scenario for FY2022 by welcoming
216,915 visitors (including 15,773 from the Armed Forces). The forecasts were shared by the
Guam Visitor Bureau’s Vice President at the 2022 Economic Forecast hosted by the Guam
Chamber of Commerce on December 3, 2021. Although this is good news, it continues to highlight
how far behind Guam’s tourism is from returning to its pre-pandemic record of 1.631 million
visitors in FY2019 (Guam Visitors Bureau, 2022 September).

As of this writing, the latest estimate for visitor arrivals is for October 2022, which shows 222,826
visitors arrived by air and 727 by sea between January and October 2022. From looking at figures
presented in TABLE 3, the pattern is clear: the 2022 figure (222, 826) exceeded the all-time low
2021 figure (60,323) but remained below the 2020 figure (322,138) and significantly below the
2019 (pre-pandemic) (1.354 million). In fact, the number of visitors during January-October 2022
was only 16% of the corresponding figure for 2019, indicating that Guam’s visitor industry is still
84% depressed. “We’ve always anticipated three to four years to climb back to what those 2019
levels are,” said GVB director of tourism research and strategic planning. (Pacific Daily News,
2022 September 21). “We feel that it’s going to take several years for a full recovery”, said
President of the Guam Hotel and Restaurant Association (GHRA) (Marianas Business Journal,
2022 October 25). Understandably, GVB is forecasting 506,000 to 680,000 visitors for FY2023.
(Pacific Daily News, 2022 September 21)

TABLE 3: GUAM’S VISITORS BY SOURCE MARKETS
(% Total Arrivals by Air)

Source Markets Jan-Oct2019  Jan-Oct2020  Jan-Oct2021  Jan-Oct 2022

Japan 41% 45% 5% 6%
Korea 46% 39% 5% 56%
Taiwan 2% 1% 4% 0%
China 1% 1% 0% 0%
US/Hawaii 6% 9% 67% 25%
CNMI 1% 2% 5% 6%
Palau 0% 0% 1% 1%
FSM 1% 1% 4% 1%
Philippines 1% 1% 4% 3%
Other Markets* 0% 1% 6% 2%
VISITOR ARRIVALS BY AIR 1,354,386 322,138 60,323 222,826

Source: Guam Visitors Bureau (various issues), Visitor Arrivals Summary
*QOther Markets include RMI, Australia, Europe, Hong Kong, Russia, Singapore, India, Malaysia, Others/Unknown

TABLE 3 also presents a breakdown of visitors by their country of origin. It clearly shows visitors
from Korea making up 56% of the total visitors during January-October 2022. One can also see
that slow return of visitors from Japan. It is also important to highlight how visitors from the U.S.
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and Hawaii supported Guam’s tourism during the pandemic when visitors from other countries
faced travel restrictions from the U.S. or Guam side or their countries’ or both.

Another market that contributes to Guam’s tourism are visitors from the military (Armed Forces
visitors). TABLE 4 shows how this market has been a welcome development in Guam’s tourism,
with a conservative estimate of its contribution to Guam’s economy at $20M during January-
October 2022.

TABLE 4: ARMED FORCES VISITOR ARRIVALS BY AIR AND SEA

Jan-Oct 2020 Jan-Oct 2021 Jan-Oct 2022
11,842 19,424 13,708
(3.7% of total) (32.2% of total) (6.2% of total)

Source:

Guam Visitors Bureau (various issues), Visitor Arrivals Summary.

However, the President of GHRA pointed out that the figures in TABLE 4 do not include military
service members who “arrive at Andersen Air Force Base via Patriot Express flights, which
typically carry 300 passengers.” (Marianas Business Journal, 2022 May 12). She also quantified
military visitors’ contribution to hotels and GovGuam as summarized in TABLE 5. The figures
for FY2021 definitely drive the point that this group of visitors supported our industry and local
economy at a time when we could not rely on our usual source markets.

TABLE 5: ARMED FORCES VISITOR CONTRIBUTION TO HOTELS AND

GOVGUAM
FYTD2022
FY2019 FY2020 FY2021 (Oct2021-Apr2022)
Total Room Nights 234,858 267,751 491,136 190,108
Total Room Revenue $37.3M $42.5M S78M S30M
Total Hotel Occupancy Tax $4.1M S4.7M S4.7M $3.3M

Source: Marianas Business Journal (2022 May 12).
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TOTAL FEDERAL GOVERNMENT SPENDING ON GUAM

The U.S. Federal Government has always been an important contributor to Guam’s economy, with
spending on Guam averaging $2.1B per year between since FY2013 or 36% of Guam’s economy.
During the pandemic, its contribution increased to $3.3B in spending or 57% of Guam’s economy
in CY2020, increasing further to $5.4B in spending or 88% of Guam’s economy in CY2021.

The total Federal Government spending on Guam for all purposes is first reviewed in this section,
followed by a section that looks at Federal spending on defense (including the military alignment
plan under the Indo-Pacific strategy and the more recently introduced Pacific Deterrence
Initiative), a section that provides an update on Federal spending for pandemic assistance, support
for economic recovery and post-pandemic economic growth, and finally a section on the most
recent Federal programs, namely, the Infrastructure Investment and Jobs Act aka the Bi-Partisan
Infrastructure Law and the Inflation Reduction Act.

CHART 9 shows the total Federal Government spending on Guam from FY2013 to FY2022.
Except for FY2016, Federal Government spending has steadily increased since FY2013. Mainly
due to pandemic-related funding but enhanced also by increased military construction spending on
Guam, Federal Government spending increased to $3.2B for FY2020, $5.2B for FY2021 and
$2.9B in FY2022.

CHART 9: FEDERAL GOVERNMENT SPENDING ON GUAM FY2013-FY2022
(in millions $)
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Source: USASpending.gov
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CHART 10: SERVICES ON GUAM FUNDED BY THE FEDERAL GOVERNMENT
FY2022
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Source: USASpending.gov

For FY2022, CHART 10 displays the top 10 services on Guam that were funded by the Federal
Government throughout FY2022. It shows spending by the U.S. Department of Defense (DoD)
accounted for more than half of total spending. The next three important categories were Health
and Human Services (8.8%), Social Security (8.5%) and Agriculture (8.2%). Rounding out the
top 5 was Veteran Affairs at 4.8%.

The composition of Federal spending for FY2022 reflects a movement away from pandemic and
pandemic-related Federal spending on Guam as was the case for FY2021.Although Defense
ranked first also for FY2021, its share was smaller (39%) as other agencies played lead roles in
pandemic assistance. Second in importance was the Treasury (13%) which paid for 3 rounds of
Economic Impact Payments to local families, Education (11%) which provided pandemic and
non-pandemic grants, Labor (11%) which funded the Pandemic Unemployment Assistance
(PUA) and Federal Pandemic Unemployment Compensation (FPUC) and Health and Human
Services (8%) for the COVID-19 mitigation measures, testing and vaccinations.
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MILITARY SPENDING ON GUAM

The military relocation of U.S. Marine forces and their families from Okinawa to Guam provided
billions of dollars of military projects in the past years and buffered the local economy from what
could have been a devastating blow from the COVID-19 pandemic. Its estimated cost is $13B,
with $3B funded by the Government of Japan. The Marine Corps Base Camp Blaz by itself has
been a $2.5B investment by DoD (Pacific Island Times, 2022 October 6).

As this Marine relocation from Okinawa to Guam comes closer to completion, developing
geopolitical concerns identified by U.S. Department of Defense (DoD) to include “the multi-
domain threat posed by China” call for “strengthening Indo-Pacific deterrence”. This led in
December 2022 to the development of the Pacific Deterrence Initiative (PDI) for which the DoD
requested for a $6.1B budget for FY2023 as part of the total DoD budget to fund “targeted
investments that enhance U.S. force posture, infrastructure, presence, and readiness, specifically
in the Indo-Pacific region, west of the International Date Line (IDL)”. This puts Guam at a
strategic location for the development of a Missile Defense System (MDS) “... for the defense of
Guam against ballistic, hypersonic and cruise missile threats.” (U.S. Department of Defense,
2022 April®)

TABLE 6 presents DoD’s budget estimates for PDI for FY2023 to FY2027 with a total amount
of $27B. For FY2023, the National Defense Authorization Act (NDAA) appropriates $585M for
PDI projects on Guam, the most notable of which is the $398M for the MDS on Guam (NDAA
Sec. 1660: Integrated Air and Missile Defense Architecture for Defense of Guam). These
projects are detailed in TABLE 7. Also, Sec. 1660 of the NDAA FY2023 law authorizes the
DoD Secretary to designate a senior DoD officer to be “responsible for the missile defense of
Guam” during a period specified in the same law.

TABLE 6: PDI FUNDING BY CATEGORY (in millions $)

PDI Category | FY2023  FY2024  FY2025  FY2026  FY2027
Modernized and Strengthened Presence* $1,814.820 | $2,507.213 | $1,870.130 | $1,473.459 | $1,427.056
Improved Logistics, Maintenance
Capabilities, and Prepositioning of
Equipment, Munitions, Fuel and Materiel $302.807 $191.313 $162.475 $183.427 $179.715
Exercise, Training, Experimentation, and
Innovation $2,282.357 | $1,573.728 | $1,546.842 | $1,136.305 | $1,315.220
Infrastructure Improvements to Enhance
Responsiveness and Resiliency of U.S.
Forces $1,212.540 | $2,145.061 | $1,401.884 | $1,026.856 | $1,037.061
Building the Defense and Security
Capabilities, Capacity, and Cooperation of
Allies and Partners $453.073 $421.733 $423.486 $430.825 $438.014
Improve Capabilities Available to U.S.
Indo-Pacific Command $24.954 $25.416 $26.123 $26.862 $27.920
TOTAL | $6,090.551 | $6,864.464 | $5,430.940 | $4,277.734 | $4,424.986
*Component: Missile Defense Agency $539.000 $826.000 $497.000 $407.000 $373.000

Source: U.S. Department of Defense (2022 April®), Tablel and Table 2, line 6

18




The PDI budget shows estimates for the MDS component for FY2023 to FY2027. For FY2023,
the amount requested was $539M, for which Guam will receive $398M for the MDS (already
noted) and another $26.5M for procurement related to the Defense of Guam. In the near term, the
MDS budget estimates as $826M for FY2024, $497M for FY2025, $407M for FY2026 and
$373M for FY2027, with probably a significant share of each year’s budget to be allocated to
Guam. (TABLE 2, DoD, 2022 April®)

National Defense Authorization Act (NDAA) FY2023

The DoD’s budget requests for FY2023, with very few minor adjustments, are in the NDAA
FY2023 which was signed into law (P.L. 117-263) by the President on December 23, 2023 (Stars
and Stripes, 2022 December 23). It authorizes DoD with a total budget of $857.9B, of which
$1.69B are for military projects on Guam for FY2023. CHART 11 shows the NDAA military
project authorizations for Guam since FY 2016 and shows a clear increasing trend since FY2020
from $310M that fiscal year to $1.69B for FY2023. TABLE 7 provides details on the military
projects on Guam approved under NDAA FY2023, including the MDS already mentioned earlier.

CHART 11: MILITARY PROJECTS ON GUAM UNDER THE NDAA: FY2016-FY2022
(in millions $)
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Source:
Figures for FY2016-FY2022 reproduced from Ruane, (2021), CHART 5.
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TABLE 7: MILITARY PROJECTS IN GUAM APPROVED UNDER THE NDAA FY2023
(in million §)

Project Amount in millions$
Defense-Wide
*MDA: Guam Defense Development (Research, Development, Test & $397.936
Evaluation)
*MDA: Defense of Guam Procurement $26.514
Naval Base Guam: Electrical Distribution System $34.360
Navy: Marine Corps
Marine Corps Base Camp Blaz $419.745
*PDI: 9" Eng Supp Battalion Equip & Main Fac $41.590
*PDI: 9* Engincer Support Battalion Ops. Fac. $35.188
*PDI: Brown Tree Snake Exclusion Barrier South $14.497
*PDI: Ground Combat Element Inf Btn | & 2 Fac. $69.314
Family Housing Construction-DPRI/Guam Planning & Design $7.080
Navy: Naval Support Activity, AAFB
Family Housing New Construction $289.776
Replace Housing PH IV $98.485
Replace Housing PH V $106.315
Replace Housing PH VI S68.985
Navy: Joint Region Marianas
Extension of 2018 Project Authorization: Commercial Tie-In Hardening $37.180
Authorized Energy Resilience and Conservation Investment Program Projects.
Naval Base Guam $34.360
Environmental Infrastructure (under Sec. 8375 of H.R.7776)
Water and wastewater infrastructure $10.000
TOTAL $1,691.325%*
Sources:

U.S Congress. H.R.7776 - James M. Inhofe National Defense Authorization Act for Fiscal Year 2023.
https://www.congress.gov/bill/117th-congress/house-bill/7776/text

U.S. Department of Defense- Office of the Under Secretary of Defense (Comptroller) (2022 April). Pacific
Deterrence Initiative. Department of Defense Budget FY 2023
https://comptroller.defense.gov/Portals/45/Documents/defbudget/FY2023/FY2023 Pacific_Deterrence_Initiative.pd
Notes: MDA=Missile Defense Agency, PDI=Pacific Deterrence Initiative

* Included in PDI budget request for FY2023. ** The PDI budget request for FY2023 indicated a $10M “Planning &
Design” for a military construction project by the U.S. Department of the Army with the description “Department of
the Army activities under the Infrastructure Improvements to Enhance Responsiveness and Resiliency of U.S. forces
category included P&D activities for the Defense of Guam against the missile threat from China.”. This budget item
did not appear in the H.R.7776 that was signed into law for Guam or any other location.
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UPDATE ON PANDEMIC-RELATED FINANCIAL ASSISTANCE FROM
THE FEDERAL GOVERNMENT

This section provides an update on previously discussed pandemic-related financial assistance
provided by the Federal Government to Guam under three different programs: CARES Act/CRF
2020, the Coronavirus Response and Relief Supplemental Appropriations Act (CRRSAA 2020),
and the American Rescue Plan Act (ARPA 2021). The status of all three programs based on the
latest reports available to the public (as of July 31, 2022), are summarized in TABLE 8 while
details of these individual reports can be found in the Appendix. As shown in TABLE 8, these
programs provided nearly $4B of federal funding to Guam and assisted local families, businesses
and government units and employees during the pandemic.

TABLE 8: FEDERAL GOVERNMENT ASSISTANCE TO GUAM DURING THE PANDEMIC

CARES/CRFlother COVID-15 Stimdus

(March 2020)

(RIS TISN Amcuetsasof | Spentasol | amoumeas [ % Spentasol | Amountsasof % Spant as of
103172021 | 123172021 | 073172022 | of 10342021 | 12312021 | 07312022 10312021 120312021 | 0312022

$33.284 456 $569.912.733 48%

Office of the Governar $117958258 |  100% 100% $26.921.274° 41% 8% $586 913 851 %% 56%"

Executive Beanch Line

Depariments and

Agencies $1354 836663 | A% 8% $271 887 108 86% 54% $696 477 336 57% 43%

Executive Beanch |

Autonomous and Sems

Autonomous Agencies

and Oer Entties $353.810.627 5% s S20629.075 9% 9% $60.663 206 % 1%

NonErtifement Urits |

of Local Government” $17 559913 2% 14%

TOTAL FEDERAL

FUNDING as of

103172024 §1,856,665,547 $525,601,236 §1,344,653,788

as of 0773172022 $14882933679 $568,364,736 $1,420,810,746

* As of 07/31/2022 per https://bbmr.guam.gov/wp-bbmr-content/uploads/2022/11/FY2022-GovGuam-Federal-
Stimulus-Assistance-Report-American-Rescue-Plan-ARP-2021-Programs-As-o0f-7-31-2022.pdf

** As of 11/30/2022 per https://bbmr.guam.gov/wp-bbmr-content/uploads/2022/12/American-Rescue-Plan-Act-of-
2021-Funds-Report-as-of-November-30-2022.pdf

Because the economic impact of funds in general and of these federal pandemic funds on Guam
in particular comes when they are spent, efforts were taken to present in TABLE 9 estimates of
the amounts spent or encumbered from each of these three federal pandemic programs during
CY2020 and CY2021. Note that for CY2022, figures are reported up to July 31, 2022, except for
the federally funded ARPA c/o the Office of the Governor whose figures are up to November 30,
2022. TABLE 9 also shows the amounts that remain in each federal program that could have been
spent during the latter part of this year, next year or in the very near future.
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TABLE 9: AMOUNTS OF FEDERAL GOVERNMENT ASSISTANCE TO GUAM
SPENT/ENCUMBERED

Spent/Encumbered

during Calendar Year...

TOTAL FEDERAL
PANDEMIC
ASSISTANCE

CARES/CRF/other
COVID-19 Stimulus
(March 2020)

CRRSAA
(December 2020)

ARPA
(March 2021)

2020 $1,130,876,997 $1,130,876,997 - -
2021 $1,305,780,098 $421,957 438 $383,104,242 $500,718 418
2022 $341,507,983 $3,538,106 $44,684 449 $293,285428
Balance
as of July 31, 2022* $667,174,197 $10,344,683 $2,115,727 | $654,713,787**

*up to July 31, 2022, except for the federally-funded ARPA funds c/o Office of the Governor figures up to November
30,2022
** includes $260,651,151, which represents the balance on ARPA funds c¢/o Office of the Governor as of November
30, 2022.

NON-PANDEMIC FEDERAL SPENDING ON GUAM

As the remaining balances decrease on federal-funded pandemic and pandemic-related programs
on Guam presented in TABLE 9, new funds have been rolling in to Guam or are expected to under
two non-pandemic federal programs: the Infrastructural Investment and Job Act aka the Bi-
Partisan Infrastructure Law (BIL 2021) and the Inflation Reduction Act (IRA 2022).

The Infrastructural Investment and Job Act was signed on November 15, 2021 and authorized a
budget of $1.2T of “investment in our nation’s infrastructure and competitiveness.” (White House,
2021 November). Guam’s share is estimated at $193M (Guam Daily Post, 2021 November 17).
As of November 30, 2022, $117.55M federal programs have been awarded and funded, with 5%
of that amount spent or encumbered. Programs totaling more than $14M were noted as “pending
receipt of grant award and funds” (BBMR, 2022 December 5). These federal grant programs under
BIL 2021 are summarized in TABLE 10. A summary is also provided by the White House State
Fact Sheet for Guam (White House, 2022 November).

The Inflation Reduction Act (IRA 2022), which some called a “slimmed down version of the Build
Back Better plan” of December 2021, was signed on August 16, 2022 (Forbes Advisor, 2022
August 23). It authorized a budget of $370B to take “leadership in confronting the existential threat
of the climate crisis and set forth a new era of American innovation and ingenuity to lower
consumer costs and drive the global clean energy economy forward.” (White House, 2022 August
16) It is not yet clear what amount Guam expects to receive from the IRA 2022. However, available
information shows that “... $15 million in funding for climate change technical assistance will be
made available ... for American Samoa, Guam, the Commonwealth of the Northern Mariana
Islands, the U.S. Virgin Islands and Puerto Rico” (U.S. Department of the Interior, 2022 September
20; Pacific News Center, 2022 September 21; Saipan Tribune, 2022 September 22).
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TABLE 10: FEDERAL GRANT PROGRAMS UNDER BIL 2021 AS OF NOVEMBER 30, 2022

Federal Graot
Program

Federal Grantor

Administraton (NTIA)

Amount

Balance
Remaining

Grant
Start
Period

l O A'
Agency

$12.770.652 $12.710.652 V12022 | BSP
Federal-Ald Highways, US Transportation-
Territonial Highway Federal Highway
Program (THP) Administraton (FHWA) $16.795.548 $13987578 | 10202z | DPW
US Transportabon-
BIL NHTSA-Fixing National Highway
Amerca's Surface Teaffic Safety
Transportation (FAST) Act | Administraton (NHTSA) $380.357 $367 300 10172022 | DPW
US Transportaton-
Supplemental BIL NHTSA- | National Highway
Fixing America’s Surface Traffic Safety
Transportation (FAST) Act | Administration (NHTSA) $45.389 $45389 101/2022 | DPW
State Revohving Fund US Emvironment
(SRF) Programs-Water Protecton Agancy
Infrastructure (EPA) $26.366.000 $26. 356000 | 100172022 | GWA
Offca of the
US Commerce-Nabonsl Govemor-
Broadband Equity, Access, | Telecommunicabon and Infrastruchure,
and Deployment (BEAD) Information Policy and
| Program Administraton (NTIA) $31.250.897 $28419.160 | 12/1/2022 | Development |
BiL-Techncal Assistance
Program (Coconut
Rhinocercs Beete) US Intenor (DOH) $167 815 $156 648 18D uoG
Broadband ReConnect GTA
Program US Agriculture (USDA) | $29.767 352 289.767 352 | TBD (apphcant) |
' spent or
, encumbered
TOTALS | SH7.SS3.060 | S112.202.430 |  4.6% | 11302022 |
Federal Grant Programs pending receipt of grant award and funds
USTransportation-
Federal Transt
BIL-NHTSAFAST Adminisraton (FTA) $2.220.502 TBD GRTA
USTransporiabon-
Arport Infrastruchere Federal Aviation
Development Program Administration (FAA) $5.3712.637 TBD GIAA
USTransportation-
Federal Aviabion
Arport Terminal Programs | Administraton (FAA) unknown TBD GIAA
USTransportabon-
America’s Marine Highway Mum Administation
Program N $5,703,560" TBD PAG
Harbor Maintenance Trust USAmy Corps of
Fund Engneers $810,0002 Fy2023 PAG
Sources:
BBMR (2022 December 5).

Pacific Daily News (2022 November 16).
!'Part of $39M grants to “12 marine highway projects across the nation”
2 Amount of budget was $3.54M https://www.usace.army.mil/Missions/Civil-Works/Budget/#
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To-date, the White House has uploaded a guidebook and created a dedicated website
(www.CleanEnergy.gov) to support IRA 2022. A search for “Guam” on December 29, 2022
returned results (TABLE 11) that mentioned Guam in 11 out of 102 programs already announced
under IRA 2022, including the %15.9M funding amount under “Climate Change Technical
Assistance for Insular Areas” already mentioned above.

Some of these programs were cited in an official statement from the Office of the Governor
following the passage of the bill in the U.S. Senate (Office of the Governor, 2022 August 8).

TABLE 11: SEARCH RESULTS FOR “GUAM” FOR IRA 2022 PROGRAMS

PROORAM ASENCY sLmeay FUNDING AMOUNT PUNDING MECHAN DM

+ Ol Mewvy-Dury Vehicler Lavirenmental Protocscn Ofice of Alr and Radlation SL000,000.000 Commpetitve grants and

Agency rrbates

+  Climate Change Technboal Assistance Deparament of Bhe [nterior Office of basdar Aflsins $25,900.000 Cemts, Interagenty

b [roele Arems Agreements, and Disect
Tederal Spendeg
4 Diosel Eadanions Reduotionm Tanireoevenial Prodetan Ofce of Alr and Badlaton 140,000,000 G, ebares, and loans
Agracy

4 Panding to Addoens Alr Pollation at Tavirenmental Proceceon Ofice of Ar and Radation $50,000.000 Coonpetimve graets and
Schools Ageacy ochaical ambatance

4 Pasding to Addoons Alr Tollation: Alr Lavireamental Protecton Ofice of Ar and Radation $A.000,500 Genarty and odher MEvites
Quality Seasors Ia Low: [ncome sad Agracy
Daadvantaged Communtios

*  Panding 10 Addorss Alr Pollation: Levireemnential Prodecten Office of Abr aned Badhation £4.000,000 Comts
Clem Ar Act Ceaots Agrecy

+ Panding 1o Addorss Alt Pollation Lenirvemsents] Protectan Ofice of A and Badiotion $117.500,000 Crmrts and ofver mctniaes
Fewvlawt e Maainwing Ageacy

4 Punding 1o Addoess Alr Polletion Lanireammestal Frotecson Ofice of Alr and Badlaron 320,000,000 Cranis and v etivines
Mechaae Moskarisg Ageacy

4 Panding to Addoens Alr Tollution: Levireorsentsl Protecson Office of Alr and Raddazion $5000000 Goata
Moble Source Graety Ageacy

*  Panding to Addoess Alr Pollation Levirenments] Profecten Ofice of Al and Radhution 10,000,000 Cowrts and ooy acraites
Mubtpothatant Meeitoring Ageacy

*  Grasts 00 Reduce Al Pold » L | Pre Office of Alr sad Radlation $1000.000,000 Rebates snd competitive
Pty Agercy grasty

Source: https://www.whitehouse.gov/cleanenergy/inflation-reduction-act-guidebook/

Other good news for Guam were included in the $1.7T Omnibus Bill that became law on December
23, 2022. First, this law includes provisions for permanently increasing the federal matching aid
percentage (FMAP) for Medicaid in the territories. In this case, Guam’s local share will go from
55% local/45% federal to 17% local/83% federal, which translates to a $60M savings in public
health costs per year. (KUAM, 2022 December 21). Second, it appropriates a $1.4M funding for
a custom slaughterhouse (Guam Daily Post, 2022 December 22).
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FORECAST FOR GUAM’S ECONOMY IN 2023

After much consideration and despite relatively successful forecasts (including numerical
estimates) for Guam’s economy every year since the 2018 report, I have decided NOT to offer
an estimate for Guam’s economy for 2022 and a forecast for 2023 for the following reasons.
First, the official estimate for Guam’s economic growth for 2022 will be released by the U.S.
Department of Commerce-Bureau of Economic Analysis in Fall 2023. Second, by tomorrow, we
will be welcoming the year 2023 and soon thereafter will be witnessing and experiencing Guam’s
economy for 2023 instead of forecasting it. Therefore, I would prefer to make a less scientifically-
oriented and a more “wishful thinking”-inspired statement that [ ope the year 2023 will be a good
year for Guam’s economy and our community that is affected by it.

CONCLUSION

People talk about what the “new normal” is or will be after the COVID-19 pandemic. At the
beginning of this report, it was suggested that the year 2022 already saw the end of the pandemic
on Guam so perhaps it is time to ask that same question about Guam, specifically its economy:
What would be the “new normal”, post-pandemic Guam’s economy? Will it return to the pre-
pandemic 2019 level? Will it look like the pre-pandemic 2019 economy?

Actually, Guam’s economic performance in 2019 would be a bit difficult, although not impossible,
to replicate. It is because the 2019 represented balance among the major contributors to our
economy, the “3 legs of the 3-legged stool”: record-breaking tourism performance, strong Federal
Government spending driven by record-level (at the time) military spending, and a promising local
economy. It is no surprise that Guam reported the strongest economic growth that year, a 2.6%
growth in its real GDP compared to the previous year, 2018 (U.S. Department of Commerce-
Bureau of Economic Analysis, 2022 November 2). When was the last year that Guam’s
macroeconomy grew faster than that? We have to go back 14 years to 2005 to see a higher growth
rate, for that year, it was 3.6%. Yes, it has been a while and most of us would not even remember
what happened in 2005 that resulted in that strong economic performance.

What most of us remember were the more recent years when Guam’s economy was stable, perhaps
a euphemism for its slow albeit positive economic growth. Some local experts might use the term
“stuck” or “lukewarm” but, déja vu! This transports me back around 10 years ago (see Guam
Business Magazine, 2013 September-October; 2014 March-April; and First Hawaiian Bank,
2014). At the time, I used to say that the best way to forecast our economy is to know that it is and
has been stable, therefore, start by predicting growth centered at 0% per year (meaning no growth)
and then allow a deviation (“wobble”) of plus or minus 1%. After all, data show our economy
grew an average of 1.2% per year between 2010 and 2019. One might consider this the “old
normal”. What then is the “new normal”?
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That the latest estimate show that our economy grew only 1.1% in 2021 is bewilderingly low,
given so much room for growth following an 11.4% decline the year before and the $2B Federal
pandemic and pandemic-related assistance received in 2021. More interesting is that this growth
performance in 2021 compares with the average growth performance between 2010 and 2019, the
“old normal”. If you have followed my argument up to this point, you have to be open to the
possibility that, for Guam’s macroeconomy, at least in terms of its economic growth measure, the
“new normal” is the “old normal”! This means that our economy is back to its good old “stable”
state. If this 1s good enough for you, then please do not let me intrude any further on your new
year’s eve celebrations!

If you think Guam’s economy can do better, then please allow me to challenge (bore?) you with
more economics, specifically, my area of expertise in development economics, where I learned
many different models or paths to developing an economy, starting with growing an economy
(Note: there are plenty of studies that distinguish economic growth from economic development).

In thinking about Guam’s “stable” state, | am reminded of several models with two “equilibria” or
“economic positions”: a low-level, “stable” position and a higher-level, “unstable” position. As |
said more than 10 years ago, Guam’s economy is and has been in the low-level “stable” position
for a long time. It is a comforting position to be at because our economy does not change much
year after year, at least numerically. This means that, if one sector did not do as well, another sector
did well enough to compensate for it and return the overall economy to what it was the year before,
therefore “stable”. To some extent, this was our experience even during the pandemic when our
visitor industry was decimated while our island received billions of Federal government pandemic
relief to compensate for the former. Although a bit more technical, this low-level state is also
“stable” because any small deviation or “wobble” from the center would bring the economy back
to the center. If this is a good enough economic state for you, then please do not let me intrude any
further on your new year’s eve celebrations! Déja vu!

The alternative, that higher-level, “unstable” position, describes an economic state where, once an
economy gets within its threshold, it propels itself into a self-sustaining growth path “forever”. It
is “unstable” because it will not return the economy to the lower level where it started but instead
let it keep growing. Sounds great! What’s the catch?

To get to this higher-level, “unstable” position, an economy that starts off from the low-level,
“stable” position needs to experience a “big push”, a “take-off”, a “jump” to propel itself toward
the higher-level, growth sustaining position. For Guam, this jump requires factors and/or events
that will result in a massive push for our economy. Anything less will bring us back to the low-
level, “stable” position in which we have been in the last decade, at least.

The question is “what factors and/or events will give our economy this massive push?” Is the
military realignment grounded on the Indo-Pacific strategic plan boosted by the Pacific Deterrence
Initiative this “big push”? Would Guam’s share of the federally funded Bi-Partisan Infrastructure
Law (BIL) of 2021 and the Inflation Reduction Act (IRA) of 2022 to improve our physical, digital
social, and environmental infrastructure be massive enough to create this “big push”? Would
tourism once it fully recovers along with new industries once they begin contributing to our
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economy provide this “big push”? What other factors/events could realistically give our economy
this “big push” necessary to reach that higher-level, growth sustaining position?

Or let me ask the same question in a different way: what obstacles do we face that prevent us
and our economy from getting to that point of the “big push”, “take-off” or “jump”? What
could be done to remove these obstacles and allow our economy to reach that higher-level,
growth sustaining position and our community improved quality of life?
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APPENDIX 1

FY2022 — GOVGUAM Federal Stimulus & Assistance Programs
Update Report — CARES ACT & COVID-19 (As of 7-31-2022)
Downloaded from

https://bbmr.guam.gov/wp-bbmr-content/uploads/2022/11/FY2022-
GOVGUAM-Federal-Stimulus-Assistance-Programs-Update-
Report-CARES-ACT-COVID-19-As-0f-7-31-2022.pdf
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APPENDIX 2

FY2022 - GovGuam Federal Stimulus & Assistance Report —
CRRSAA Programs (As of 7-31-2022).

Downloaded from
https://bbmr.guam.gov/wp-bbmr-content/uploads/2022/11/FY2022-
GovGuam-Federal-Stimulus-Assistance-Report-CRRSAA-
Programs-As-of-7-31-2022.pdf

34


https://bbmr.guam.gov/wp-bbmr-content/uploads/2022/11/FY2022-GovGuam-Federal-Stimulus-Assistance-Report-CRRSAA-Programs-As-of-7-31-2022.pdf
https://bbmr.guam.gov/wp-bbmr-content/uploads/2022/11/FY2022-GovGuam-Federal-Stimulus-Assistance-Report-CRRSAA-Programs-As-of-7-31-2022.pdf
https://bbmr.guam.gov/wp-bbmr-content/uploads/2022/11/FY2022-GovGuam-Federal-Stimulus-Assistance-Report-CRRSAA-Programs-As-of-7-31-2022.pdf

IR

—— -
o v o v W g

e i

18 L] < o o  aam ST E S O Y S P ¢ e 39 Sy St Sapr——
T SEULESSmR T S rs

- —

v
- —

R dvyatithand

< —

T ——
WL - — -

. v

-

it b

———
o —

W | s St
-

i

35



Lem s \—— e TR e L

a-e v T
NS WAL= IR

-
— -

— 3
e e e e e

Pt

36



APPENDIX 3

FY2022 - GovGuam Federal Stimulus & Assistance Report —
American Rescue Plan (ARP) 2021 Programs (As of 07-31-2022).
Downloaded from
https://bbmr.guam.gov/wp-bbmr-content/uploads/2022/11/FY2022-
GovGuam-Federal-Stimulus-Assistance-Report-American-Rescue-
Plan-ARP-2021-Programs-As-o0f-7-31-2022.pdf
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APPENDIX 4

American Rescue Plan Act of 2021 Funds Report as of November 30,
2022.

Downloaded from

https://bbmr.guam.gov/wp-bbmr-
content/uploads/2022/12/American-Rescue-Plan-Act-0f-2021-Funds-
Report-as-of-November-30-2022.pdf
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@ BUREAU OF BUDGET & MANAGEMENT RESEARCH

OFFICE OF THE GOVERNOR
Post Offsce Box 2950, Hagltia Guam 96932

LOURDES A. LEON GUERRERO LESTER L. CARLSON, JR.
GOVERNOR DIRECTOR

JOSHUA F. TENORIO
LIEUTENANT GOVERNOR

The Honorable Therese M. Terlaje

Speaker

I Mina'trentai Sais Na Liheslaturan Guihan
Thirty-Sixth Guam Legislature

Guam Congress Building

163 Chalan Santo Papa

Hagitind, Guam 96932

Hafa Adai Speaker Terlaje:

Pursuant 10 Public Law 36-107, Chapter 12, Section 38, submitted herewith are the following allocation reports
for the period ending November 30, 2022: 1) the American Rescue Plan Act of 2021 (Auachment A); and 2) the
Infrastructure Investment and Jobs Act (Attachment B). As mandated, said report details the allocation of funds
by the Governor and the total expenditure of funds by purpose and project description.

If you should have any questions, please do not hesitate to contact my office,

Sensera

LES CARLSON, JR.

Attachment

cc: Honorable Governor of Guam
Director, Department of Administration
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