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  How Do We Measure Economic Freedom? 
See page 471 for an explanation of the methodology  

or visit the Index Web site at heritage.org/index.
2012 data unless otherwise noted.
Data compiled as of September 2013.

Quick Facts
Population: 0.1 million
GDP (PPP): $1.0 billion
0.4% growth in 2012
5-year compound annual growth 2.0%
$14,166 per capita
Unemployment: n/a
Inflation (CPI): 2.3%
FDI Inflow: $19.7 million
Public Debt: 72.2% of GDP
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Dominica’s economic freedom score is 65.2, making its 
economy the 63rd freest in the 2014 Index. Its overall 

score is 1.3 points higher than last year, with improvements 
in half of the 10 economic freedoms, including the control of 
government spending, labor freedom, and freedom from cor-
ruption. Dominica is ranked 12th out of 29 countries in the 
South and Central America/Caribbean region, and its overall 
score is above the world average.

Since Dominica’s economic freedom was first assessed in the 
2009 Index, it has increased only modestly. Improvements in 
five of the 10 economic freedoms, including investment free-
dom and the management of public spending, the scores for 
which have grown by about 10 points each, have been offset 
somewhat by declines in freedom from corruption, business 
freedom, and trade freedom.

Still, Dominica has achieved its highest score ever in the 2014 
Index. Recent reform measures, including simplification of 
the business start-up process and reduction of the corpo-
rate tax rate, have helped to improve the overall investment 
framework.

BACKGROUND: Dominica has a unicameral parliamentary 
government with a president and prime minister. Labour 
Party Prime Minister Roosevelt Skerrit took office in 2004. 
In 2008, the government joined the Bolivarian Alliance for 
the Americas (ALBA), a restrictive trade organization led by 
socialist Venezuela. ALBA’s interference in the Caribbean 
Community (CARICOM) threatens to undermine progress in 
free-market democratic institutions and regional integration. 
In 2010, Dominica entered into an economic union with other 
members of the Organization of Eastern Caribbean States. 
Bananas, citrus, coconuts, coconut soap, and cocoa dominate 
the economy, and 40 percent of the labor force works in agri-
culture. The government encourages investments in coffee, 
patchouli, aloe vera, exotic fruits, and cut flowers. Dominica’s 
natural beauty inspires eco-tourism, which could further 
diversify the economy.
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THE TEN ECONOMIC FREEDOMS

Dominica does not have a major corruption problem, although anti-corruption statutes are 
sometimes not implemented effectively. The country has an independent judiciary based on 
English common law, and private property rights are generally respected. Public trials are con-
sidered fair. Pirated copyrighted material is sold openly. Non-bank financial institutions are 
monitored to combat money laundering and the financing of terrorism.

Launching a business takes only five procedures, and no minimum capital is required. Obtain-
ing necessary permits costs less than 10 percent of the level of average annual income. The 
non-salary cost of employing a worker is moderate, but the labor market lacks flexibility in 
other areas. Ongoing and comprehensive government attempts to restructure the economy 
include the elimination of price controls.

Dominica’s average tariff rate is 8.6 percent. New investment is screened by the government, 
but in general, foreign and domestic investors are treated equally under the law. Administra-
tion of the investment regime remains bureaucratic. The financial sector remains underde-
veloped. Shallow markets and a lack of available financial instruments restrict overall access 
to credit.

The top individual income tax rate is 35 percent, and the top corporate tax rate is 30 percent. 
Other taxes include a value-added tax (VAT) and an environmental tax. The overall tax burden 
is 24.2 percent of GDP. Government spending is 36 percent of the domestic economy. Fiscal 
stimulus has accelerated debt pressures in recent years, and public debt has reached almost 
73 percent of GDP.
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