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DOMINICAN REPUBLIC

BACKGROUND: The Dominican Republic has long been viewed primarily as an exporter of sugar, coffee, 
and tobacco. After its two principal parties entered into an agreement to cooperate and support com-
mon candidates, President Danilo Medina of the center-right Dominican Liberation Party took office for a 
second four-year term in August 2016, and his party retained majority control of Congress. Journalists face 
intimidation and violence when investigating such issues as drug trafficking and corruption. In recent years, 
growth driven by mining activity and such service-based sectors as tourism and finance has made the 
economy one of the most vibrant in the Caribbean.

W ide-ranging reforms have led to some progress in reg-
ulatory efficiency, enhancing the Dominican Republic’s 

entrepreneurial environment. Gradual economic diversification 
has strengthened resilience to external shocks. A relatively 
high degree of openness to global trade has aided the ongoing 
transition to a modern and competitive economic system, and 
modest tax rates have encouraged competitiveness.

The Dominican Republic’s record on institutional reform has 
been uneven, and more vibrant economic growth is constrained 
by structural weaknesses that continue to undercut some of the 
four pillars of economic freedom. The rule of law is not strongly 
sustained by the judicial system, particularly because of growing 
corruption that undermines government integrity and judi-
cial effectiveness.

NOTABLE SUCCESSES:
Trade Freedom and 
Investment Freedom

CONCERNS:
Property Rights, Judicial 

Effectiveness, and 
Government Integrity

OVERALL SCORE CHANGE 
SINCE 2013:

+3.2

POPULATION: 
10.8 million

GDP (PPP): 
$149.7 billion
7.0% growth in 2015
5-year compound 
annual growth 4.9%
$14,984 per capita

UNEMPLOYMENT: 
14.4%

INFLATION (CPI): 
0.8%

FDI INFLOW: 
$2.2 billion

PUBLIC DEBT: 
34.3% of GDP
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Private property rights are respected, although 
enforcement of intellectual property rights is poor. 
Despite the increasing independence of the judiciary, 
instances of political influence in decision-making are 
still evident. Corruption is a serious systemic prob-
lem at all levels of the government, the judiciary, the 
security forces, and the private sector. Institutionalized 
graft is linked to significant levels of narco-trafficking.

The top individual income tax rate is 25 percent, 
and the top corporate tax rate is 27 percent. Other 
taxes include a value-added tax, an estate tax, and a 
net wealth tax. The overall tax burden equals 13.8 per-
cent of total domestic income. Government spending 
has amounted to 18.1 percent of total output (GDP) 
over the past three years, and budget deficits have 
averaged 2.2 percent of GDP. Public debt is equivalent 
to 34.3 percent of GDP.

The cost of completing licensing requirements 
has been reduced, and the process for launching a 
business has been streamlined. The nonsalary cost 
of employing a worker is moderate, but restrictions 
on work hours are rigid. The Medina government 
still funds electricity subsidies that are estimated at 
approximately 2 percent of GDP and has yet to push 
forward with energy-sector reforms.

Trade is important to the Dominican Republic’s 
economy; the value of exports and imports taken 
together equals 54 percent of GDP. The average 
applied tariff rate is 6.5 percent. In general, the 
government does not discriminate against or screen 
foreign investment. The small financial sector has been 
consolidated, but confidence in banking has been 
unsteady. Capital markets are underdeveloped, and 
long-term financing is hard to obtain.
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