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Social and Economic Background of the Dominican Republic

According to the EIU’s 2005 estimate, the Dominican Republic has a population of 9.1 million. Earthtrends shows that in 2000, 3.2% of the population lived on less than US$1.00 per day and 16.0% lived on less than US$ 2.00 per day. The World Bank estimates that in 2003, 64% of Dominicans were between the ages of 15 and 64. The GINI index calculated by EarthTrends for the Dominican Republic in 2000 was 0.47. According to World Bank statistics, the 2003 PPP adjusted GDP per capita in terms of current international dollars was US$ 6,823, a 2.32% increase from 6,668 in 2002. The unemployment rate in 2001 was 16% of the total labor force. The depth of the finance sector (M2/GDP) in 2004, according to the Microfinance Getaway, was of 33.4. The IADB estimates that US$ 2.7 billion of remittances were sent to the Dominican Republic in 2004, and total FDI in 2003 was US$ 309 million. According to the OECD, the Dominican Republic received US$69 million in foreign aid and development assistance from 2003-2004.
The Dominican currency is the Peso (DOP). The average exchange rate was DOP 18.61: US$1 in 2002, DOP30.83: US$1 in 2003 and DOP42.12: US$1 in 2004, according to the Economist Intelligence Unit (EIU).
The Dominican Republic has completed its participation with the FSAP Project, although there is not a report on its progress yet.   The World Bank has reported on the microfinance activities of the Association for the Development of Enterprises (ADEMI), which is the brainchild of a Dominican businessman, Camilo Lluberes. It was conceived in late 1982 as a way of addressing the plight of urban poor by "democratizing" credit. ADEMI was legally constituted on December 14, 1982. 

Doing Business in the Dominican Republic

The World Bank uses many indicators to define the business environment in a country. In the Dominican Republic, entrepreneurs go through 10 steps to launch a business over 78 days on average, at a cost equal to 25.4% of gross national income (GNI) per capita in 2004. They must deposit at least 1.9% of GNI per capita in a bank to obtain a business registration number, compared with the regional average of 28.9% of GNI and OECD average of 44.1% of GNI.  It takes 7 steps to register property, compared with the regional average of 6 steps and an OECD average of 4 steps. It costs 38.4% of income per capita to create collateral compared to the regional average of 19.4% and 5.2% in the OECD.  The Dominican Republic scores 1 on a scale from 0 to 7 on the Disclosure Index, which measures the government protection of investors and business owners.

The Dominican Republic scores 5 on the World Bank 0-6 Credit Information Index. Individuals as well as firms are listed in a credit registry. Credit information from financial institutions, retailers, and utility providers is collected.  In 2004, private bureaus covered 294 borrowers per 1000 adults. 

Regulatory and Legal Environment of the Dominican Republic

According to the World Bank, it takes 29 procedures and 580 days from the time a plaintiff files a lawsuit to when he or she is actually compensated. The cost of enforcing contracts reaches 35% of debt value. Filing bankruptcy takes 3.5 years with a cost of 8% of the estate value. The recovery rate for creditors is US$ 0.17, compared with the regional average of US$ 0.27 and OECD average of US$ 0.72.

According to the Central Bank of the Dominican Republic, the Dominican Republic Law 4290, dated September 1955, regulates the opening and registration of institutions that work with small loan amounts.  They are required to pay an annual tax of DOP 700.00, US$ 16.62 (pegged to the price of gold) to maintain the registration. The organization that regulates financial institutions is the Dominican Republic Bank Superintendence. There are no specific laws for microcredit institutions mentioned in government websites. 

Microfinance Institutions (MFIs) and Commercial Banks’ Involvement in the Dominican Republic

According to the Central Bank of the Dominican Republic, in 2005, a total of 229 operating financial institutions were registered with the Dominican Republic Bank Superintendence. These include Commercial Banks, Development Banks, Banks of Credit, Savings and Loans, Exchange Agents, State Banks, Financial Groups, Mortgage Banks and 22 Microcredit Unions (Casas de Prestamos de Menor Cuantia).

According to the World Council of Credit Unions (WCCU), there are 14 credit unions in the Dominican Republic, with a penetration rate of 2.86% in 2004. Total savings was US$ 96,178,328; loans US$ 97,804,652; reserves US$ 3,943,023 and assets US$ 134,410,254. The only organization in the Dominican Republic associated with the WCCU is the Asociación de Instituciones Rurales de Ahorro y Crédito, Inc. (AIRAC). According to the AIRAC, in 2004, the total number of loans from its affiliated cooperatives was 44,232 representing US$ 77,805,859. In December 2004, AIRAC had 61 cooperative offices, and 157,699 affiliated members.  

According to the Rating Fund, there are 3 large and sustainable MFIs in the Dominican Republic: The Dominican Development Foundation (Fundacion Dominicana de Desarrollo- FDD), Dominican Association for Empowerment of Women (Associacion Dominicana Para el Desarrollo de la Mujer- ADOPEM) and Fondesa. 

The Rating Fund also states that Dominicans borrow money from the FDD for the purposes of:  housing (19%), microenterprises (79%), and other institutional needs (2%). In 2003, their report stated that 52% of borrowers were women and 48% were men. No loans over RD$ 500M (US$ 11,871) were made; the average credit repayment period ranges from 12 to 18 months.

According to MicroRate, ADOPEM is the fastest growing institution of this kind in the country and is highly profitable. It is an NGO and bank for development. The total number of clients by the end of 2002 was 36.770, 85% of whom were women, and the average loan value was US$385 (15% of the PIB per capita in the country). The loans were directed to the following sectors: industry (12%), agriculture (0%), commerce (75%) and services (12%). Lending rates ranged in 2001 from 30% to 33% annual nominal interest plus a 9% fee and a 1% charge for life insurance. Lending terms varied between 4 to 6 months for groups, 12 months for small group portfolios, 24 months for individual and microenterprise loans, and 36 months for small businesses.   

MicroRate also considers Fondesa highly profitable and sustainable. In 2001, it had 3,367 clients and total loans of US$ 5.3 million. The average loan per client was US$ 1,590, and repayment terms varied from 12 to 25 months, sometimes negotiated up to 26 months.

According to the Microfinance Rating Fund, the Dominican Republic is part of 2 MFI networking groups: the Red Centroamericana de Finanzas (REDCAMIF), which promotes the microfinance industry and social development in Central America and is a 5 country-level network representing 92 FMIs. The Dominican Republic also participates in the Red Estrategica para el Desarrollo Integral de la Microempresa (Redesarrollo). 
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