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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: 10.2 million
GDP (PPP): $98.7 billion
3.9% growth in 2012
5-year compound annual growth 5.0%
$9,646 per capita
Unemployment: 13.0%
Inflation (CPI): 3.7%
FDI Inflow: $3.6 billion
Public Debt: 33.5% of GDP
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The Dominican Republic’s economic freedom score is 61.3, 
making its economy the 80th freest in the 2014 Index. 

Its overall score is 1.6 points higher than last year due to 
improvements in investment freedom, monetary freedom, 
business freedom, and freedom from corruption. The Domin-
ican Republic is ranked 16th out of 29 countries in the South 
and Central America/Caribbean region, and its score is just 
above the regional average.

Over the 20-year history of the Index, the Dominican Repub-
lic’s economic freedom score has risen by over 5 points, driv-
en by gains in only three of the 10 economic freedoms. Most 
improved is the area of market openness. The trade freedom 
score increase of more than 45 points is one of the largest 
gains in that category since the founding of the Index. The 
Dominican Republic has advanced into the ranks of the “mod-
erately free” over the past five years.

Nevertheless, the lack of deeper institutional reforms remains 
a serious impediment to further improvements in economic 
freedom. The most visible constraints on private-sector 
development involve excessive administrative bureaucracy 
and a lack of respect for contracts. Government inefficiency 
and widespread corruption affect much of the economy.

BACKGROUND: In August 2012, Danilo Medina of the cen-
ter-left Dominican Liberation Party won the presidency, suc-
ceeding three-term President Leonel Fernández. Before the 
2008–2009 global financial crisis, there had been a surge in 
economic growth led by tourism, telecommunications, and 
maquiladora manufacturing. The economy rebounded some-
what in 2010, and moderate growth has continued. The DR 
has a nearly $1.7 billion IMF standby agreement. The Cen-
tral America–Dominican Republic–United States Free Trade 
Agreement (CAFTA–DR) has helped to boost investment and 
exports and minimize market-share losses to Asian textile 
manufacturers. Corruption, wasteful government spending, 
and unreliable electric service reduce investment returns and 
contribute to high unemployment. Drug and human traffick-
ing persist. Approximately one-tenth of GDP is supported by 
remittances from the U.S.
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THE TEN ECONOMIC FREEDOMS

Official corruption remains a serious problem in the security forces, civilian government, and 
private sector, and officials can engage in corrupt practices with impunity. The Dominican 
Republic is a major transit hub for narco-traffickers. The judiciary is politicized and riddled 
with corruption, and the legal system offers little recourse to those without money or influence. 
Enforcement of intellectual property rights remains poor.

Incorporating a business takes more than two weeks, and licensing requirements cost over half 
the level of average annual income. The non-salary cost of employing a worker is moderate, but 
restrictions on work hours are rigid. By 2012, the government had replaced universal subsidies 
on gas and electricity with targeted subsidies, higher electricity tariffs, and conditional cash 
transfers.

The average tariff rate for the Dominican Republic is 6.1 percent. Foreign investors may not be 
able to rely fully on enforcement of laws and regulations. The small financial sector remains 
relatively stable and continues to evolve in a positive manner. Distortions in the foreign 
exchange market have gradually been eliminated, and a range of credit instruments is avail-
able for the private sector.

The top individual income tax rate is 25 percent, and the top corporate tax rate is 29 percent. 
Other taxes include a value-added tax (VAT), an estate tax, and a net wealth tax. Overall tax 
revenue is up slightly to 13 percent of GDP. Expenditures have been steady at around 16 per-
cent of GDP. This has put pressure on public finances. Public debt is about 34 percent of gross 
domestic output.
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