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DOMINICAN REPUBLIC

BACKGROUND: The Dominican Republic occupies the more verdant and arable eastern side of the island 
of Hispaniola. After the two principal parties agreed to cooperate and support common candidates, Pres-
ident Danilo Medina of the center-right Dominican Liberation Party (PLD) won a second four-year term 
in 2016, and his party retained majority control of Congress. The PLD’s dominance of government for well 
over a decade supports political stability but also risks undermining checks and balances and weakening 
the country’s multiparty democracy. Long viewed primarily as an exporter of sugar, coffee, and tobacco, 
the economy has been the Caribbean’s most vibrant in recent years, driven by mining activity and strong 
growth in such service-based sectors as tourism and finance.

T he Dominican Republic’s economic freedom score is 61.6, making 
its economy the 89th freest in the 2018 Index. Its overall score has 

decreased by 1.3 points, pulled down by lower scores for government 
integrity, trade freedom, and property rights. The Dominican Republic 
is ranked 18th among 32 countries in the Americas region, and its overall 
score is above the regional and world averages.

Gradual economic diversification has strengthened resilience to external 
shocks, and reforms have led to some progress in regulatory efficiency. 
Relatively high openness to global trade has aided the transition to a 
modern and competitive economic system. Strong economic growth 
has also supported the business climate. While modest tax rates have 
encouraged competitiveness, nontransparency and institutional weak-
nesses have undermined it. The rule of law is not strongly sustained 
by the judicial system. Corruption and political patronage are the main 
complicating factors in doing business.

NOTABLE SUCCESSES:
Monetary Stability and 
Investment Freedom

CONCERNS:
Judicial Effectiveness, Government 

Integrity, and Financial Freedom

OVERALL SCORE CHANGE 
SINCE 2014:

+0.3

POPULATION: 
10.1 million

GDP (PPP): 
$161.8 billion
6.6% growth in 2016
5-year compound 
annual growth 5.8%
$16,049 per capita

UNEMPLOYMENT: 
14.4%

INFLATION (CPI): 
1.6%

FDI INFLOW: 
$2.4 billion

PUBLIC DEBT: 
34.4% of GDP
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40.075.072.477.154.353.2

90.590.684.626.223.151.7

(No change)(No change)(–4.6)(+0.4)(–1.9)(+0.4)

(+0.4)(+0.4)(No change)(–4.7)(–2.2)(–4.4)

The Dominican Republic does a poor job of protect-
ing property rights. Although land registration is 
mandatory, the rights of landowners are frequently 
usurped. Enforcement of intellectual property 
rights is also poor. Despite the judiciary’s increasing 
independence, political influence is still evident. 
Corruption is a serious systemic problem at all levels 
of government and 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 value-added, estate, and net wealth taxes. 
The overall tax burden equals 13.7 percent of total 
domestic income. Over the past three years, govern-
ment spending has amounted to 17.7 percent of total 
output (GDP), and budget deficits have averaged 
2.1 percent of GDP. Public debt is equivalent to 34.4 
percent of GDP.

The Dominican authorities have carried out some 
reforms to improve transparency, but corruption and 
arbitrary implementation of existing laws are often 
cited as grievances by business owners. The Domin-
ican Labor Code creates a relatively inflexible labor 
market. Although the Medina government talks 
about reforms to reduce fuel and electricity subsi-
dies, it has not taken any steps to implement them.

Trade is significant for the Dominican Republic’s 
economy; the combined value of exports and 
imports equals 54 percent of GDP. The average 
applied tariff rate is 6.3 percent. Nontariff barriers 
impede trade. In general, government policies do 
not significantly interfere with foreign investment. 
The small financial sector remains relatively stable 
and continues to evolve. A range of credit instru-
ments is available to the private sector.

12 ECONOMIC FREEDOMS | DOMINICAN REPUBLIC




