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DOMINICAN REPUBLIC 2005 POVERTY ASSESSMENT1: 
MAIN FINDINGS AND POLICY IMPLICATIONS 

 
1. The Dominican Republic experienced strong economic growth with improvements 
in the quality of life in the 1990s. Poverty declined from the early 1990s to 1998, albeit 
modestly, and there was important progress in social indicators that put the country on 
track to some of the Millennium Development Goals. Since then the country continued to 
experience impressive economic growth that started to decelerate in 2000 and ended up in 
a major financial and economic crisis. 

2. This report finds that poverty and the incomes of the poor saw virtually no 
improvements during the growth bonanza of 1997-2002 and that the 2003-2004 economic 
crisis brought a dramatic deterioration of real incomes and poverty levels. About 16 
percent of the Dominican population (1.5 million) became poor and about 7 percent (670 
thousand) fell in extreme poverty (incomes too low to afford the food basket of minimum 
caloric intake) in the last two years. In 2004, 42 out of each 100 Dominicans were poor, 
and 16 of them were living in extreme poverty. Income inequality remained unchanged 
over the last 7 years at a Gini coefficient of 0.52, the average for Latin America and the 
Caribbean (LAC), the most unequal region in the world. These MDG indicators continued 
to be below the expected levels given the country’s economic development 

3. The report finds five principal sets of factors behind the limited poverty reduction 
in the late 1990s, the subsequent sharp income deterioration, and persistent inequality:  

• First, the growth in labor earnings (source of more than half of the incomes of the 
poor) during 1997-2002 was fairly unequal, benefiting the National District and other 
more affluent regions, workers with university education, and sectors which have a 
relatively lower demand for unskilled labor. Earnings in agriculture and low 
productivity services, where almost half of the poor are employed, as well as earnings 
of micro salaried employees, stagnated or grew at a much slower pace. Among non-
labor incomes, remittances have a direct poverty-reducing effect but this is modest and 
has not affected poverty trends due to the relatively low coverage and levels among the 
poor (about 80 percent go to urban areas, 40 percent to the richest families). As well, 
there has been a divergence between incomes from national accounts and household 
surveys, some of which may reflect returns to capital that do not have a direct bearing 
on incomes at the lower end of the distribution. 

 
• Second, the 2002-2004 crisis brought real income declines of about one third, with 

relatively larger income losses for the better off families. The crisis’ new poor were 
mostly created by the fall in real incomes resulting from the sharp rise in the prices of 
food and other wage goods (86 percent cumulative), while the spike in unemployment 
was not a major direct factor. This results from the fact that main earners in the 
household are not facing the bulk of unemployment and the modest cushioning role of 

                                                 
1 This report has been prepared jointly by a team of the World Bank and the Inter-American 
Development Bank and with the collaboration of the Technical Secretariat of the Presidency (STP) 
and the Central Bank of the Dominican Republic (BCRD). However the views and 
recommendations expressed herein are those of the World Bank and IDB, and do not necessarily 
represent the opinions of STP, BCRD or any other agency of the Dominican Government. 
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remittances. While the crisis hit hard on all income groups, for almost 700 thousand 
Dominicans it has meant reducing the consumption of basic food below minimum 
subsistence. This situation may compromise improvements in social indicators and the 
achievement of the MDGs. In the hike of the 2004 crisis, household survey data 
indicates that only 31 percent of households report paying for their garbage service, 66 
percent was paying for piped public water and 51 percent said they pay electricity. 
Breaking the pervasive cycle of irregular and low service quality and high unpaid 
connections is the key challenge to the sustainable provision of basic services so that 
they can contribute to both DR’s human development and growth potential. 

 
• Third, the low incomes of the poor result largely from low labor productivity rather 

than from their inability to leverage their skills into better-paying jobs. This mainly 
results from the poor’s lack of a set of minimum skills demanded by the labor market 
(see below). Overall, labor markets appear to function relatively well, although they 
could be enhanced to function more effectively: (i) high unemployment is largely 
related to new entrants in the labor force (youth and women) with higher reservation 
wages supported by overseas remittances, lack of skills, weak job creation in more 
labor intensive sectors and backward regions, and possible asymmetries in access to 
employment information; (ii) self-employed urban workers are remunerated similarly 
to formal salaried employees for their skills; while a significant earnings disadvantage 
for informal salaried employees (15 percent of employment) is likely related to the low 
productivity of micro firms; (iii) internal migration, including rural-urban flows, is 
effective in enhancing earnings and workers seem able to exercise enough mobility to 
seek better job opportunities for their skills; and (iv) while non-farm employment 
provides a path towards income mobility in rural areas, many farmers remain trapped 
in low earnings activities due to lack of skills and absence of complementary 
investments in basic infrastructure in rural areas as well as a possible depressing impact 
of Haitian migrant labor in rural areas. 

The findings suggest that a strategy to promote poverty reduction and equality should 
include interventions for expanding access to job opportunities in growing urban 
sectors, facilitating labor mobility and equal opportunity for men, women, and youth, 
ensuring basic education completion, promoting increases in productivity for small and 
micro-enterprises, and investments in basic infrastructure to facilitate transitions from 
farm to non-farm activities. Better data and analysis is needed on the challenges that 
Haitian migration poses for labor markets and poverty reduction in the DR. Policies to 
be considered include the regularization Haitian labor migration using a mixed of 
temporary and longer term work permits on the basis of further analysis of its impact 
on rural and urban labor markets and drawing lessons from international experiences 
such as the migration policy framework agreed by Costa Rica and Nicaragua. 

• Fourth, the main reason behind low labor productivity is that many low income 
children leave school too early to accumulate the minimum level of skills demanded by 
the labor market.  This is in turn the result of low levels of spending in the education 
sector, bottlenecks in the supply of secondary schools, and large management 
inefficiencies. Completion of secondary education and increasing access to tertiary 
education is paramount to boost incomes of the poor sufficiently to escape poverty and 
to reduce earning differentials in urban areas. Achieving at least completed primary 
education is key to increase agricultural earnings and access job opportunities in the 
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higher earnings and growing non-farm rural sector. In a regional context, the 
Dominican Republic’s educational system is simultaneously an overachiever in school 
enrollments and an underperformer in school attainment. There are almost no 
enrollment differences related to gender or rural and urban areas, while those between 
richer and poorer children are small vis-à-vis the regional norms. Where things fall 
apart is in turning this attendance record into years of schooling and marketable skills. 
The main reason for this divergent performance is that the system displays extremely 
high repetition rates which cause the equity in enrollment to eventually translate into 
inequity in years of schooling and learning, favoring girls, urban residents, and high-
income children. Moreover, the lack of proper documentation significantly limits the 
normal school progression of thousands of Dominican poor children in the DR. 

The DR’s main challenge is to better understand and address the causes of repetition 
and weak progression. This will most likely require a host of shorter term interventions 
to improve the, equity of access to good-quality education both in rural and urban 
marginal areas, ensuring that children are not left behind because of the lack of proper 
documentation. In the longer term the DR will have to ease supply bottlenecks in the 
second cycle of primary education in rural areas and in secondary education 
nationwide. Since the DR is in fact fairly efficient in terms of enrollment in primary 
and secondary with the little it spends in education there might be limits to what can be 
achieved with pure efficiency gains without a sustainable increase in expenditures 
primarily on the second cycle of primary education and on secondary education.  

• Fifth, the Dominican Republic is also an underperformer in its fiscal policies to aid the 
accumulation of human and physical capital and provide short-term income support. 
Despite investing a significant amount of public resources in transfer and subsidy 
programs, a legacy of a highly centralized process of resource allocation and 
administration, duplication, poor targeting, inadequate information systems to monitor 
expenditures, and outdated procurement practices significantly diminish the impact of 
expenditures on poverty and human development. Universal subsidies for the 
consumption of electricity and propane gas are estimated at 2.5 percent of GDP in 2005 
(more than two thirds of the combined public expenditure on education and health). In 
addition, the lack of proper documentation prevents about 20 percent of the poorest 
Dominican families from benefiting from social assistance. Despite recent important 
progress, social assistance programs remain regressive in absolute terms, reinforcing 
the pattern of private transfers (domestic and international remittances). If PROMESE 
drugs distribution, INESPRE sales of subsidized food, and LPG gas subsidies (before 
recent operational changes through the “Apache Plan”) were randomly allocated (say, a 
“helicopter drop” allocation), the benefits to the poor would be much larger than under 
their current design. Even for the school lunches program (PAE) and conditional school 
grants (TAE), that clearly favor lower income families,  savings of 20 percent of the 
program budget and welfare gains could be achieved through better targeting. Design 
features, budget allocations and fragmentation of social assistance interventions curb 
the overall impact of these programs on poverty and inequality. 

An adequate application of the government’s prime initiative in social assistance, the 
Unified System of Beneficiary Identification (Sistema de Identificacion de 
Beneficiarios Sociales - Indice de Condiciones de Vida, SIUBEN-ICV), will deliver 
significant improvements in the allocation of social expenditures. This requires a 
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strengthening of SIUBEN roster management and ensuring that Dominican families are 
not excluded due to lack of proper documentation. Moreover, the targeting of social 
assistance programs with an income support objective could be better served by 
substituting the SIUBEN-ICV selection formulas with income-based proxy means 
methods. Conditional Cash Transfers (CCT) programs (such as ILAE and Comer es 
primero), if properly targeted and implemented, could redistribute a much bigger share 
of resources to the poorest segment of the population and could generate larger welfare 
gains. However, given the competing financing demands and tight fiscal space, the 
expansion of CCT should be accompanied by consolidation and elimination of 
programs with similar objectives and reckon with the need to strengthen quality and 
coverage of basic health and education for the poorest families. A reform of the LPG 
gas subsidy that puts a cap of RD$250 to the monthly transfers accruing to households 
consuming gas and to exclude the richest households (ICV-IV) according to SIUBEN, 
would increase the share of the program’s total budget going to the poor and generate 
important fiscal savings (80 percent of the original budget). However, given the pattern 
of households’ LPG gas consumption the LPG subsidy would still be relatively less 
pro-poor than other transfer programs such as CCTs. Finally, a reform of the VAT tax 
(ITBIS) to broaden its base and eliminate exemptions that operate as implicit transfers 
to the rich (who currently capture more than half of exemptions) will also improve 
significantly the overall equity impact of DR’s fiscal policy. 

4. The report derives a full set of policy lessons in these five areas to reduce poverty 
and inequality. The resumption of economic growth, sustained over the long term with 
prudent macro-economic policies, is the fundamental and necessary condition. Given that 
many of the post-crisis new poor remain close to the poverty line, economic growth and 
price stability can deliver a significant reduction of poverty in the short term. However, 
deepening of pending reforms in the above areas and a front attack on inequality is needed 
to help the structurally poor move out of poverty and ensure their full participation in 
development. The lessons from past successes and failures in reducing poverty in the DR 
and the international experience suggest that public policy should focus on three core 
directions: (i) promoting growth opportunities for the poor; (ii) strengthening social 
services delivery and strategic investments in the poor; and, (iii) improving fiscal equity 
and revamping social protection to protect the poor and vulnerable groups against risks. 
The specific policy actions recommended are summarized in the policy matrix below. 
These actions could feed into the revision of the country’s Poverty Reduction Strategy 
which was prepared by the government in 2002, which is planned to be revised so it can be 
adapted to the new social and fiscal situation and trade environment. 

5. Finally, the country should give the long due attention to strengthening the national 
statistical system so that it can tap on monitoring and evaluation as a policy tool. Simply 
put: What gets measured, gets the attention, and gets done. Deliberate institutional reform 
and budget support is needed to consolidate the national statistical capacity and improve 
the use of surveys for public policy analysis, poverty targeting and program evaluation. 
The Dominican Government is committed to revise and update the estimates of monetary 
poverty levels with an income and expenditures household survey being developed by the 
National Statistical Office (ONE) and the Central Bank (BCRD) during 2006. It is 
important to achieve a consensus on the methodologies for measuring monetary poverty in 
the country and assures the mechanisms for the regular updating of poverty estimates and 
the consistency with international best practices. 
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DR 2005 POVERTY ASSESSMENT: MATRIX OF KEY POLICY ACTIONS 

 Short 
Term 

(2006 –
2007) 

Medium 
Term 

(2006 –
2008) 

Long 
Term 

(2009- 
2015) 

I.  Maintaining the Conditions for Fostering Sustainable Economic Growth 
1. Reduce macroeconomic vulnerabilities and maintain macro stability. X X X 
2. Improve governance (recommendations are detailed in the 2004 PER and 2004 CFA 

reports). 
X 
 

X X 

3. Improve the business environment and competitiveness to exploit the opportunities of 
regional trade agreements (recommendations are detailed in the 2005 Trade and 
Competitiveness and Agriculture-CAFTA reports). 

X X X 

II.  Increasing Growth Opportunities for the Poor 
A. Improve the Functioning of the Labor Market    
1. Enhance young workers’ employability through youth training programs designed to 

expand access to job opportunities in growing urban sectors for both young men and 
young women.   

X X  

2. Improve workers-job matching through privately provided labor intermediation 
services. Currently, these services serve only a very small share of the market. Publicly 
provided services should be supported with strategic alliances between INFOTEP and 
SET) and development of different intermediation modalities including an electronic 
intermediation system.  

X X  

3. Support internal migration with policies aiming at improving private and public 
provision of transportation and child care centers.  

 X  

4. Upgrade incentives for registration and certification of self-employed contractors in 
the public sector, financial services, hospitality industry, construction, and 
manufacturing. 

X X  

5. Regularize Haitian labor migration using a mixed of temporary and longer term work 
permits on the basis of further analysis of its impact on rural and urban labor markets. 

 X X 

6. Enhance flexibility in the labor market with a balanced protection of labor rights, 
adapting labor legislation to external competition and new demands for skills. 

 X X 

B. Enhance Economic Opportunities for the Rural Population    
1. Support poor farmers to transition to more competitive productive activities (see the 

recommendations of the 2005 Agriculture-CAFTA report). 
 X X 

2. Improve rural infrastructure, including rural (feeder) roads and closing remaining gaps 
in access to electricity, potable water and sanitation to facilitate the transition towards 
non-farm activities in rural settings.  

 X  

3. Provide training and intermediation services to facilitate youth’s transition to non-farm 
activities, chiefly tourism and other dynamic sectors. 

X X  

C. Develop Micro and SMEs    
1. Assess the most effective ways to enhance productivity of micro and SMEs, including 

business development services, incentives for business registration, product 
certification, support to innovation and exports, and use of remittances as working 
capital for business start-ups. 

 X X 

III. Strengthening social service delivery and strategic investments in the poor    
A. Foster the skills of all Dominicans by reducing the inequities in the education that 

the poor receive through improved quality and expanded access  
   

1. Increase the allocation of resources to the education sector while improving the 
efficiency of their use (as recommended in point 2): 
• Given the tight fiscal constraints, the trade-offs among the education sector 

priorities (secondary vs. tertiary) and between the priorities of the education sector 
and those of other sectors (e.g., social assistance) should be carefully weighted.  

• Formulate a plan for a sustainable increase in the level of real expenditures in the 
sector to start closing the gap with other LAC countries and the GDR’s own 
target.  Prioritize an increase in per student expenditures in secondary education 

 

X X X 
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2. Continue to enhance output efficiency by improving learning achievements, reducing 
repetition rates and boosting progression through the implementation of quality-
enhancing measures prioritizing rural and urban marginal schools: 
• Expand the coverage of a new pedagogical model to rural multi-grade schools; 

target special interventions (such as acceleration courses for overage students) to 
urban marginal schools with the highest repetition rates.  

• Apply national and international standardized tests to assess students’ learning 
achievements in the first grades of primary education. 

• Rationalize teachers’ assignments and strengthen management of educational 
centers by establishing decentralized school boards with enough financial 
resources to pursue pedagogical and curricular innovations.  

• Reform teachers’ training supply and develop pedagogical materials and guides to 
support teachers’ activities and students’ learning process.  

• Enhance human resources management by fully implementing the Teachers’ 
Statute of promotions and re-categorization system (establishing a set of incentive 
maximizing teachers’ performance) and by improving hiring practices on the basis 
of both quality standards and accurate planning exercises. 

• Improve the M&E of the investment in the sector at the regional, provincial and 
district level and by education levels. 

X X X 

3. Ensure that no child is left behind because of lack of proper documentation  X X  
4. Address both rural and urban supply side constraints to improve access to education  

especially among the poor: 
• expand access to pre-school education   
• strengthen the use micro-planning tools to achieve a more efficient use of 

resources for the provision of the second cycle of basic education to thousands of 
small rural multi-grade schools;  

• Increase access to secondary education by investing in infrastructure and, due to 
existing fiscal constraints, by considering flexible delivery modalities in rural 
areas, such as distance or semi-distance education. Explore public-private 
partnership (public financing/private delivery) in urban areas.      

• Introduce cost recovery for higher education – which currently ends up benefiting 
the non-poor – to free resources for increased high school spending or funding for 
competitive, merit-based partial and full scholarships for low income students. 

X X X 

B. Advancing with the Health and Social Security Reform agenda  
1. Ensure the sustainable access of the most vulnerable to subsidized health insurance.  X X  
2. Clarify and enforce roles within the sector and implement key regulations (as set forth 

in the health sector reform program). 
X X  

C. Expanding Physical Assets and Basic Services for the Poor    
1. Implement urban upgrading and land titling programs in low-income urban 

neighborhoods that provide a package of basic services with partial cost recovery. 
X X  

2. Restructure public housing programs and strengthen regulations that protect the rights 
of sellers, buyers and renters. 

 
 

X X 

IV.  Improving Fiscal Equity and Revamping Social Protection for the Poor and 
Vulnerable Groups Against Risks 

   

A. Protect the budgets of basic education and health expenditures from short-term 
fiscal retrenchment.  

X   

B. Improve the Effectiveness of Social Assistance Expenditures    
1. Improve the welfare impact of social assistance expenditures: 

• Reform the propane gas subsidy program by, for example, putting a cap to unit 
transfers per family and excluding the richest households through the SIUBEN, 
and implementing mechanisms to target electricity subsidies to the poor and 
increase payment among the richest. 

• Consolidate/reunify programs with similar income support objectives (e.g. 
INESPRE, Comedores Economicos, direct food donations, Comer es Primero), 
reducing operational inefficiencies and administrative costs. 

• Reinforce accountability by developing comprehensive M&E schemes for social 

X X X 
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assistance interventions which would include a wide array of instruments, 
including administrative data and ad hoc impact evaluation surveys for specific 
programs. 

2. Assess and strengthen the operation of the new generation of social assistance 
programs trying to reconcile short term poverty alleviation with long term poverty 
reduction objectives: 
• Focus on programs (such as CCT) that if properly targeted and implemented, have 

the potential to redistribute a much bigger share of resources to the poorest.  
• Consider to expand CCT, such as Comer es primero and ILAE if an only if: (i) a 

consolidation and elimination of other SA programs with similar objectives takes 
place; (ii) part of the fiscal resources freed through this consolidation is invested 
to strengthen quality and coverage of basic services in health, nutrition and 
education; (iii) reliable management and operational system and a proper M&E 
system are put in place to ensure beneficiary households’ compliance with the 
established conditionalities and to strengthen oversight and accountability of the 
interventions; and (iv) the impact of the interventions are systematically 
evaluated, also vis-à-vis other programs such as the Programa de Alimentación 
Escolar, (PAE) or INESPRE.    

• Improve design features of current CCT, for example by eliminating the 
obligation to use transfers to purchase only food items in selected shops. 

X X X 

3. Revamp the institutional framework of national statistics and evaluation 
• Delineating the roles and functions of ONE, BCRD and other agencies. 
• Implementing regular household surveys of living conditions and employment 

X X X 

4. Improve the targeting of social programs by consolidating the Unified System of 
Beneficiary Identification (Sistema de Identificación de Beneficiarios Sociales, 
SIUBEN) and strengthening the SIUBEN roster management: 
• Advance towards an institutional consolidation of the SIUBEN and define 

different actors’ institutional roles.  
• strengthen the SIUBEN roster management with measures such as improving the 

reliability of the data collection, updating and validation processes to ensure 
transparency in beneficiary selection, dynamism, cost efficiency, and 
administrative feasibility. 

• Put in place an adequate human resources and technological support structure and 
adequate monitoring and oversight procedures.  

• Complement the SIUBEN official poverty map with the information of the 
income poverty map. Apply the income Proxy Means Test as a per-household 
targeting mechanism for income support/consumption subsidy programs. 

• Ensure that no poor Dominican family is excluded from the SIUBEN roster and 
thus from access to social programs because of lack of proper documentation. 

X X X 

C. Implement an Equitable Tax Reform    
1. Improve the efficiency and equity of the ITBIS by 

• Broadening the tax base through the elimination of exemptions on all products and 
services while excluding a basket of basic food and services and gasoline. 

• Considering the introduction of differentiated rates, i.e., a lower rate for basic 
food. 

2. Strengthen the administration of tax collection, in particular the monitoring and 
auditing systems to fight tax evasion. 

3. Incorporate interest income to the base of the income tax while ensuring consistency 
with international good practices in Bank secrecy law regulations. 

4. Lower the exemption level for the property tax while indexing it to maintain parity 
with growth in real property values. 

5. Devise mechanisms to incorporate the higher income self-employed to the income tax 
base, for example incentives such as property tax deductions from the income tax for 
them to report their tax liability. 

X X X 
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INTRODUCTION 
 
1. The Dominican Republic (DR) ranked among the fastest growing economies in Latin 
America and the Caribbean (LAC) in the 1990s. Early in the decade macroeconomic stabilization 
was accompanied by trade liberalization, facilitation of FDI, and privatization of public 
enterprises, which helped enable conditions for rapid economic growth. During 1991-2000 per 
capita income increased by 4.1 percent, and by 3.5% in 2001-02 when most of the region 
slumped. Income per capita more than doubled over the period reaching US$2,320 in 2002. The 
incidence of poverty declined from 33.9 percent in 1992 to 28.6 percent in 1998 while extreme 
poverty fell from 7 to 5 percent.  There were also improvements in education, health and other 
indicators related to the Millennium Development Goals (MDGs). 
 
2. However, the DR remained an under performer with respect to progress in poverty 
reduction and social indicators. The decline in income poverty during the 1990s was rather 
limited in light of the high growth. Social indicators remained below countries with similar 
income per capita. Income inequality remains at LAC’s average, already the highest in the world. 
 
3. In late 2002 to mid 2003 the country entered into a severe economic crisis in the face of 
major bank failures and domestic policy weaknesses. A new government took power in August 
2004 in the midst of considerable currency depreciation, spiraling inflation, electricity blackouts, 
deterioration of basic services and a stumbled economy (-0.5% estimated per capita growth in 
2004). As documented in this report, this caused a significant rise in poverty as the population 
(especially the poor) copes with dramatically eroded real incomes. The situation jeopardizes the 
preservation of hard won social gains and further progress to meet many of the MDGs.  
 
4. The DR faces a stagnant economy, large debt, a precarious fiscal situation and heightened 
unmet social demands. Economic stability has improved as market sentiment favored the 
finalization of an agreement with the International Monetary Fund (IMF). Changes in the 
external environment, particularly a free trade agreement with the U.S., pose mid-to-long term 
challenges and opportunities. The national Poverty Reduction Strategy, developed in 2001-02, 
needs to adapt to the new social, fiscal and external situation. 
 
5. This Poverty Assessment updates recent trends of poverty and inequality and help fill 
knowledge gaps on public policies to increase the impact of growth on poverty reduction and 
social development in the DR. The report was conducted jointly by the World Bank and the 
Inter-American Development Bank (IDB) in collaboration with the Technical Secretariat of the 
Presidency (STP) as well as the Central Bank of the Dominican Republic (BCRD) and the 
National Statistical Office (ONE) and in consultation with the Social Cabinet and other 
government agencies. It was coordinated closely with the WB’s Country Economic 
Memorandum. The report pulls together key findings and lessons from national and international 
experience to contribute to the debate of policies to strengthen the government’s capacity to 
formulate sound public policy and the support of the international cooperation to these efforts.  
 
6. The report was developed with the active participation of technical staff of the STP and 
collaboration with the BCRD. This extensive participation and coordination in the development 
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of the report will enhance the impact on the government’s capacity to formulate sound public 
policy for pro-poor growth, particularly for a revised ERP, and better ground the support of the 
WB and other partners to these efforts. 
 
7. The specific objectives of the Poverty Assessment are to: 
 

i. Update the recent trends in several indicators of poverty (monetary and non-monetary) 
and inequality in the DR, including the progress towards achieving the MDGs. 

ii. Assess the extent to which economic growth during the second half of the 1990s was pro-
poor, the groups of population most affected by the recent crisis, with special focus on 
the impact of remittances; based on a thorough analysis of the determinants of changes in 
the distribution of income. 

iii. Examine the determinants of conventional poverty indicators (based on incomes and 
poverty lines) vis-à-vis those of subjective poverty perceptions of Dominicans; 
pinpointing the geographic dimensions of income poverty and inequality. 

iv. Carry out a comprehensive analysis of the DR’s labor market, focusing on constraints 
quality employment for the poor; with special attention to informality, non-farm rural 
employment and internal migration. 

v. Assess the distributional impact of tax reform options of the value added tax to partially 
offset the impact of trade liberalization with the U.S. on tax revenues. 

vi. Examine the determinants of educational achievements and transitions to secondary 
education, with special focus on the impact of remittances. 

vii. Assess the adequacy of the main government programs aimed directly at strengthening 
growth-enhancing human capital investments and providing social protection. 

viii. Assess the main implications of the analysis of (i) – (vii) for public policies to accelerate 
poverty reduction and promote more equity. 

 
8. These objectives reflect key knowledge gaps identified by the WB and IDB in close 
consultation with key government counterparts, namely the Technical Secretariat of the 
Presidency (STP), the Central Bank (BCRD), the Social Cabinet, the National Planning Office 
(ONAPLAN), the National Office of Statistics (ONE), as well as UNDP and civil society in the 
DR.1 They emerged as flagship themes in the early policy dialogue with the new administration, 
and in broad consultations carried out in early December 2004 together with the CEM.  
 
9. The report distinguishes between short and mid-to-longer term policy actions. In the 
short-term, the emphasis is on actions to adapt to the crisis and fiscal challenges, help mitigate 
the impacts on the poor and vulnerable as well as to improve employment opportunities. The 
longer term actions focus on helping the country better prepare for the challenges and 
opportunities of the new trade environment, particularly the bilateral trade agreement with the 
US, for improving the incomes of the poor. 

                                                 
1 It is also informed by the most recent Bank guidelines for poverty assessments. See Operational Policy 1.00 and 
the Guidance Note on Poverty Assessments, http://www.worldbank.org/poverty/wbactivities/op.htm. 
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1. ECONOMIC GROWTH, POVERTY AND INEQUALITY 

The fraction of Dominicans with insufficient incomes to make ends met increased by 50 
percent and the number of poor almost doubled over the last 7 years. As such, in 2004, 
42 out of 100 Dominicans were poor (incomes too low to afford the cost of a food basket 
of minimum caloric intake and basic non-food expenditures), of which 16 out of 100 
people were extreme poor (incomes too low to afford the food basket of minimum caloric 
intake). Most of this increase resulted from the deep economic and financial crisis of 
2003-2004, when the incidence of poverty increased by 50 percent and the number of 
extreme poor doubled. Between 2002 and 2004 15.6 percent of the Dominican population 
(1.5 million people) became poor and 7.2 percent (670 thousand) fell in extreme poverty. 
Poverty increased throughout the country, but urban households were particularly 
affected. While the recent economic and financial crises had a major impact on poverty 
levels, an analysis of the poverty trends before the crisis shows that the stellar economic 
growth of the late 1990s did not materialize in significant poverty reduction. The 
incidence of moderate and extreme poverty fell by barely 1 point during the growth 
period of 1997-2002.  This reflected a modest improvement of incomes in urban areas 
since rural poverty rose by 3 points during this period.  Meanwhile, income inequality 
remained unchanged over the last 7 years at a Gini coefficient of about 0.520 (the 
average for Latin America and the Caribbean (LAC), the most unequal region in the 
world). This masks a modest increase in inequality (2 Gini points) in urban areas and a 
robust decline of rural income inequality. Despite important progress in human 
development, living conditions, and access to basic social services in the past decade the 
DR remains an under performer in many areas. Access to basic services and quality 
housing has improved to varying degrees. However, the overall level and quality of 
access to basic services and socio-economic infrastructure remains inadequate and 
insufficient to ensure an adequate quality of life and further facilitate income poverty 
reduction and growth. 

1.1. This chapter traces poverty and inequality in the Dominican Republic (DR) through the 
strong growth phase of the 1990s and the recent economic crisis. Poverty in the DR has proved 
stubbornly difficult to reduce and hard to measure accurately. The DR has one of the weakest 
systems to track living conditions in the region. The chapter examines available data, including 
national accounts, to construct a set of estimates of changes in national welfare, poverty and 
inequality trends in the last 7 years. The chapter also examines progress in human development 
and living condition indicators, including the Millennium Development Goals (MDGs). The 
Dominican Government is committed to revise and update the estimates of monetary poverty 
levels with an income and expenditures household survey being developed by the National 
Statistical Office (ONE) and the Central Bank (BCRD) during 2006. 
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WHERE DID GROWTH GO?: NATIONAL WELFARE, INCOME POVERTY AND INEQUALITY 

1.2.   Life before the crisis: A 
long term look at monetary 
welfare from national accounts.  
The DR has been a stellar growth 
performer in the last 30 years, 
overperforming LAC and its 
Central American neighbors 
(Table 1.1). Throughout the 1990s, 
the DR ranked with Chile and 
Costa Rica among the fastest 
growing economies in the region. Has this impressive national income growth translated into 
proportional progress in monetary national welfare? To address this question we first examine 
the long term evolution of per capita incomes and private consumption from national accounts.1 

1.3 As shown in Figure 1.1, the DR has 
indeed experienced impressive wealth 
creation: per capita incomes more than 
doubled (upper dark area) and per capita 
private consumption (bottom dark area) 
increased by 70 percent during 1970-2004. 
The gains were respectively 50 and 23 
percent in the 1990s alone. Net income 
transfers (top striped area) over the last 7 
years have contributed to further increase 
national disposable income. Note that GDP 
changes fail to show substantial 
deterioration in welfare during the 2003-04 
crisis. If these gains were equally 
distributed or equity considerations were 
unimportant, this would speak of large 
gains in national welfare. However, on 
political economy and moral grounds most 
people and policy makers have some 
degree of inequality aversion and thus 
implicitly attach a relatively larger weight 
to income gains of the poor. Moreover, it is well established that the pace at which growth 
reduces poverty depends both on the initial income inequality and its evolution over time (World 
Bank, 2000/2001).2  

 

1 The latter bears more directly on household welfare since several components of the Gross Domestic Product 
(GDP) (e.g., public consumption, investment) are not directly tied to individual (current) consumption. Ideally one 
could further refine national private consumption to exclude consumption of enterprises. However, the DR lacks an 
updated Social Accounting Matrix that can allow this. 
2 World Development Report (2000/2001): Attacking Poverty. 

Table 1.1: GDP Per Capita Growth in the DR, LAC and the 
World, 1960-2003 (%) 

 1961-70 1971-80 1981-90 1991-99 2000-03 

DR 2.47 4.17 0.31 3.75 1.97 
Central America* 2.70 1.50 -0.81 1.81 0.53 

 LAC** 2.71 3.44 -0.74 2.05 0.26 
 World*** 4.15 2.68 2.29 1.72 2.70 

Note: *Simple average; **weighted average, n=26; ***weighted 
average, n=109. GDP measured at $1995 purchasing power parity. 
Source: Based on Loayza, Fajnzylber and Calderon (2002) and WDI 
(2004). 

Figure 1.1: According to National Accounts 
national average welfare has soared… 
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1.4 Thus, for these aggregate income gains to have translated into proportionally large 
improvements in the lots of the Dominican poor, the country’s distribution of income should 
have started and remained relatively egalitarian over the last 35 years. However, the DR 
economy underwent a substantial transformation in this period, including inflationary crises, 
large structural shifts from agriculture (from 23 to 12 percent of GDP, one of the lowest in LAC) 
to services, rural-urban migration, inward (mainly from Haiti) and outward migration, 
educational upgrading, ensuing changes in labor markets, and the increasing importance of 
remittances from Dominicans abroad. All of these factors are likely to have affected the 
distributional characteristics of growth. 

1.5  While consistent long term data on inequality for the DR is very sketchy, a recent world-
wide study of growth and income inequality reports that DR’s income inequality declined from 
the mid 1970s to mid 1980s, rose in the latter 1980s, and declined slightly through the mid 
1990s, although remaining at a level much higher than in the 1970s.3 The Gini coefficient is the 
standard measure of income inequality ranging from 0 (complete equality) to 1 (one person holds 
all wealth). To factor in equity concerns, an “equity adjusted growth” measure that gives more 
weight to egalitarian changes in the incomes was computed. This indicator, proposed by Nobel 
Laureate Amartya Sen is the change in:  per capita income * (1- Gini). This simply discounts 
growth in average incomes by the initial distribution of income and by how it changes over 
time.4 If inequality (Gini) does not change, this would yield the conventional economic growth 
rate. Results are presented in Figure 1.2, where the first bar is the conventional per capita GDP 
growth rate, the second adjusts this for inequality changes, the third bar illustrates growth in per 
capita private consumption and the fourth adjusts it for distributional change. 

1.6 The DR’s monetary national 
welfare gains derived from national income 
growth over the last 3.5 decades are 
reduced by 40 percent when we focus on 
private consumption growth and account 
for distributional change. While GDP per 
capita annual growth averaged 2.4 percent 
over this period, private consumption grew 
at 1.7 percent and only at 1.4 percent when 
we adjust for changes in income 
distribution. The high growth episodes of 
the 1970s and 1990s offer a telling contrast 
of the impact of distributional 
considerations. While both periods show a 
robust 4.0 (3.0) percent per capita GDP 
(consumption) growth rate, the equity-

 

3 The study is by Dollar and Kray (2002), who report the following values for the DR Gini coefficient: 45 (1976), 
43.3 (1984), 50.5 (1989), 49.0 (1992), 48.7 (1996). We interpolated trends for the years in between periods 
(including the 1976-84 trend to 1971-75) and use our estimated Ginis for 1997-2004. 
4 Other alternatives tend to attach much stronger weight to the poor (for example, in the Rawlsian welfare function 
national welfare increases only if the incomes of the poor grow). 

Figure 1.2: Factoring in adverse distributional 
change mitigates welfare gains…

Monetary Welfare Growth and Distribution in the DR

1970-2004

-2.00

-1.00

0.00

1.00

2.00

3.00

4.00

1971-1980 1981-1990 1991-2000 1997-2004 2001-2004 1971-2004%
 p

er
ca

p
it

a 
an

n
u

al
 g

ro
w

th

GDP Per capita growth Equity-adjusted Pc GDP Growth

Private Pc Consumption growth Equity-adjusted Pc Consumption Growth
 

Source: Own estimates based on BCRD national accounts. 



 4

adjusted per capita income and consumption annual growth rates rise by an additional 0.3 
percent in the 1970s, but drop by 0.7 percent in the 1990s. That is, more egalitarian growth 
contributed to increases in welfare during the growth period of the 1970s, while during the 
growth of the 1990s the welfare increase was smaller due to unequal distributional change. 
Contrary to GDP changes, private consumption points to a marked fall in welfare during the 
2003-04 crisis. 

1.7 Taking a long term view, while less impressive than per capita economic growth figures, 
the equity-adjusted consumption growth still amounts to a 50 percent welfare gain for the DR 
population over the last 3.5 decades. Thus, national accounts data indicates that the strong 
growth tides have likely lifted the boats of many Dominicans. We next examine whether this is 
confirmed by micro household survey data on family income trends, and specifically if gains 
were sufficient to pull up many families at the bottom of the income distribution above 
subsistence levels. 

1.8 Assessing recent poverty and inequality trends: Data and measurement issues.   
Assessing poverty trends in the DR poses significant challenges. The DR stands out as having 
one of the weakest systems to track living conditions in the region (faring behind many lower 
income countries). This is a major obstacle to improve the effectiveness of public expenditures 
and social programs and it is a critical remaining challenge (Box 1.1). 

1.9 The construction of a consistent series of household-based welfare measures is plagued 
with considerable comparability problems. The country lacks regular household surveys 
specifically designed to measure the monetary and non-monetary dimensions of poverty and 
track living conditions. DR Central Bank (BCRD) carries out semi-annual (April, October) 
national labor force surveys (Encuesta Nacional de Fuerza de Trabajo, ENFT) since the early 
1990s, but methodological differences only allow good comparability during 2000-04 and less so 
with the late 1990s. The population censuses of 1993 and 2002 offer a wealth of information but, 
as is often the case, do not capture family incomes adequately. During February-April 2004, with 
the support of the MECOVI program, the BCRD outsourced the implementation of a multi-topic 
Living Standard Measurement Survey (Encuesta Nacional de Condiciones de Vida, ENCOVI), 
the first of its kind in the DR. This contains the most up-to-date measurement of incomes and 
consumption patterns as well as a multitude of data on living conditions and access to social 
programs. It was conducted at almost the same time as the April 2004 ENFT and shares close 
similarities in the sampling framework and survey instruments, particularly in capturing labor 
incomes. Notwithstanding, ENCOVI was collected in a period of high price instability where the 
patterns of expenditures of the population might have experimented important temporal changes. 

1.10 Moreover, the DR lacks a commonly accepted methodology, data and institutional source 
for poverty monitoring. This has resulted in a proliferation of wide-ranging poverty estimates 
and often inconsistent trends. As it is common practice in most LAC countries, the report 
measures monetary poverty by comparing estimates of welfare indicators for each household 
with poverty thresholds (i.e., poverty lines). Household per capita incomes are used as welfare 
indicators since this allows consistent comparison of trends using the BCRD ENFTs. Also, in the 
context of the high price instability during the period the survey was conducted, ENCOVI 
nominal family expenditures in the lower end of the distribution do not seem to represent 
adequately a level of expenditures sustainable in normal times.  
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1.11 In the preparation of this report, the World Bank and IDB, together with the MECOVI 
program, have facilitated an inter-agency process, including the formation of an inter-agency 
official technical committee coordinated by the BCRD, to discuss methodologies for poverty 
measurement. The interactions and lessons from this ongoing process have fed the poverty 
analysis of this report (Box 1.2), particularly in: 

• Embracing poverty as a multidimensional phenomenon (as embedded in the Millennium 
Development Goals (MDGs)) that requires a complementary analysis of its monetary and 
non-monetary facets; 

• Relying on the ENFTs for 1997-2004 as the basis for a consistent assessment of the recent 
evolution of income poverty, inequality and living conditions, complemented with other data 
sources. In particular, using the ENCOVI to obtain a more up-to-date measurement of 
monetary poverty (i.e., poverty lines, income measure) and living conditions, considering 
alternative poverty lines; and 

• Assessing the robustness of the results of various methodological choices based on 
international best practices for the validation, construction and analysis of poverty, inequality 
and other living condition indicators. 

1.12 Given existing data limitations and the lack of consensus on what constitutes an 
“adequate” poverty line in the DR, the Dominican Government is committed to revise and 
update the estimates of monetary poverty levels with the computation of a basic consumption 
basket and the relevant poverty lines using the income and expenditures household survey being 
developed by the National Statistical Office (ONE) and the Central Bank (BCRD) during 2006. 

1.13 The subsequent analysis draws on international good practices to estimate poverty under 
different methodological variations. Specifically, a set of consistent poverty estimates are 
developed to establish:  i) the extent to which trends during 1997-2004 are robust to 
methodological choices; ii) a consistent range of estimates for the poverty levels in 2004 while 
discussing their technical merits on the basis of international good practice. These are 
summarized below.5 

1.14 What makes ends meet in the DR?: deriving alternative poverty lines. Because it draws 
a sharp distinction between who is poor and non-poor, the construction of the poverty line can be 
a controversial aspect of poverty measurement. Poverty lines should ensure consistent 
comparisons over time and across individuals. Examples are the $1 and $2 dollars a day (in 
constant purchasing power parity, PPP) widely used for cross-country poverty comparisons and 
monitoring global progress towards the poverty MDG. When deriving poverty lines to better fit 
national contexts, good practices can ensure the national and international legitimacy of poverty 
figures. In this vein, the report considers four alternative poverty lines:    

i) Two sets of poverty lines (moderate and extreme) for 2004 derived from the household 
expenditures module of the ENCOVI survey, which required (1) estimating the cost of a 

 

5 The detailed construction of the income and consumption aggregates and the poverty lines from ENCOVI are 
explained in detailed in Cumpa (2005), while the analysis to link ENCOVI to the 2004 ENFT is discussed by 
Sobrado (2005). 
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normative basket of basic food that guarantees a minimum caloric intake6 and reflects the 
consumption pattern for a reference group of the population (extreme poverty line); and (2) 
scaling up this cost by the fraction of total expenditures devoted to non-food items (e.g., housing, 
health, education) by the reference group (moderate poverty line).7 The reference group finally 
adopted, to determine the normative basket was the entire Dominican population. Another 
reference group considered was the 40 percent households with lower per capita expenditures  
but after discussions with technical government staff  it was considered that the pattern of 
expenditures of the entire population was more appropriate to reflect the cost of living for a 
typical Dominican family and not of a pre-determined poor group.8 The poverty lines are then 
price-adjusted to 1997-2004 with the Consumer Price Index (CPI).9 

ii) The poverty line used by the BCRD to estimate poverty in 1998 using the 1997-98 
Income and Expenditure Survey (ENGIH), also price-adjusted to 1997-2004 prices. This line 
was set by taking the local currency equivalent of US$60 per month at the 1998 exchange rate.  
BCRD (1999) reports that at the time its value was very similar to the inflation-adjusted cost of 
the basic consumption basket BCRD derived using the 1984 Income and Expenditure Survey.10 
The extreme poverty line was taken to be half the value of this moderate line. These lines are 
presented to assess consistency with previous poverty estimates in the country. 

iii) The $1 and $2 (PPP) a day international poverty lines translated to RD$ using the World 
Bank PPP conversion factors for the DR. These are presented for international comparisons, 
since they are deemed less appropriate for country specific poverty analysis. 

1.15 The values of the alternative poverty lines for 1997-2005 are presented in Figure 1.3. The 
ENCOVI poverty line based on the consumption basket of the general population at prices of 
March 2004 was estimated at RD$2,483 per person (equivalent to RD$2,820 and US$87.82 in 
April 2006). About RD$1,210 per person per month (RD$1,374 and US$42.8 in April 2006) was 
needed then to cover minimum food consumption. The BCRD 1998’s poverty lines are slightly 
lower. It is important to emphasize that these values specify expenditures required to afford 
minimum food calories and non-food needs according to the typical consumption pattern and the 
cost of the consumption basket of the specified reference group.  They are not prescriptive of the 
income required to achieve a “good” or “comfortable” living standard in the DR. 

 

6 This is set at 2,161 calories, the standard in LAC countries like DR and which has been used for some of the 
previous poverty estimates in the country. 
7 This fraction is estimated (non-parametrically) using the well known Engel relationship between household food 
spending and total expenditures. This yielded 0.514 for the 40 percent poorest households and 0.487 for the average 
household (which reflects the fact that richer households have a lower relative share of food expenditures). 
8 The bottom 40 percent households is the most common reference group used for deriving the normative basket, 
since it reflects more closely the consumption pattern and prices faced by the poor. Taking the typical basket for the 
entire population sets a higher yardstick for assessing minimum subsistence levels. 
9 According to BCRD data, the CPIs for the major components of the consumption basket evolved similarly during 
1997-2003, and also the CPI changed similarly across income quintiles during 1999-2004. 
10 The per capita monthly poverty lines in 1998 were RD$894 and RD$447, slightly higher than the poverty lines 
derived in World Bank (2001) (RD$867.7 and RD$ 396.2) using a consumption basket (20 percent poorest reference 
group) from a 1992 income and expenditures survey conducted by Fundación Economía y Desarrollo. 
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1.16 How well these options approximate the average cost of meeting minimum consumption 
for the poor depends on how their consumption basket (food and non-food) and its prices have 
changed during 1997-2004 (due to changes in preferences or relative price shifts). Option (i) 
allows capturing any such changes occurring over the last 7 years. ENCOVI was conducted in a 
period of high price instability, which may have led to substitutions towards priority food 
expenditures, especially among the poor. The typical basket for the entire population may be 
more adequate if changes in consumption patterns during the crisis are not short-lived and 
reflects well the price changes faced by the poor. Option (ii) would be adequate if it 
approximates well the cost of minimum subsistence (food and non-food basket) in 1998 and both 
the consumption pattern of the poor and the relative consumption prices they face have remained 
largely unchanged. However, it is strongly recommended to avoid tying poverty lines to current 
US$ since this can lead to fluctuations in poverty indicators that are disassociated from actual 
changes in welfare levels. 

1.17 Figure 1.4(a-b) presents evidence on these issues. Figure 1.4a shows price changes for 
broad expenditure categories over 3 periods: 1997-2004, 2003-2004, and October 2003 to April 
2004. While prices of food, housing, health, education and transport generally moved together 
over the longer period, food and transportation registered much larger increases in the height of 
the 2003-2004 crisis. Since basic food tends to be more price inelastic, this would tend to 
increase the share of food expenditures, especially among poor households. 

Figure 1.3: A Poor Dominican at the End of 2004 Needed RD$2,483 per Month to Cover a 
Minimum of Basic Needs and RD$1,210 to Barely Subsist 
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1.18 Figure 1.4b, panels (a) through (c) show the composition of total expenditures and food 
expenditures estimated from the 1998 
ENGIH and the 2004 ENCOVI for the 
country and major urban and rural areas. 
Finally, panel (d) compares the average 
unitary values (ratio of reported 
expenditures to quantities purchased) of the 
basic food components of the normative 
basket for the 40 percent poorest families 
derived from ENCOVI with the average 
market prices of the products collected by 
the BCRD during March-April 2004 for 
updating the CPI (Table A.1.1.1 for the 
detailed list and results for the average 
household). From these we draw the 
following conclusions: 

• While the surveys differ in 
methodology, the resulting 
structures of both food/non-food and within food items are remarkably similar, except 
that, as expected, the share of food expenditures is higher in 2004 while other non-
priority expenditures (e.g., clothes) lost participation.11 And the relative consumption of 
more expensive high calorie items like meat went down while cheaper alternatives 
(cereal) went up. Consumption patterns across areas are also fairly consistent (e.g., higher 
weight to basic food in rural areas). 

• The unitary values of 33 basic food components of the normative baskets derived from 
ENCOVI are remarkably similar to the market prices of these products collected by the 
BCRD. In a simple average, ENCOVI prices are only 1.6 percent (average household 
normative basket) to 4.5 percent (poorest 40 percent basket) lower than BCRD prices. If 
we weight price differences by the contribution of each food item to total caloric 
consumption requirements (i.e., its relative importance in the food basket), ENCOVI 
prices become on average, respectively,  5.9 percent and 1.7 percent higher than BCRD 
prices. These margins are within statistical error, thus ENCOVI implicit basic food prices 
reflect extremely well the prices faced by average Dominican households in this period. 

1.19 In conclusion, the importance of broad relative price changes, the consequent change in 
consumption patterns, and the clear coherency of the data underlying the normative consumption 

 

11 The ENGIH covers a much wider range of goods and services than ENCOVI since national accounts are 
concerned with measuring per capita national income and consumption and weights for the CPI. Living conditions 
surveys (LSMS) are traditionally less detailed. More than 20 years of experience with LSMS indicates that the 
critical issue for poverty measurement is to capture food and non-food items that account for most of the 
consumption of the poor. The 52 food and 50 nonfood items listed in the DR ENCOVI survey are actually above 
LSMS typical norm. The purpose of LSMS is to measure the distribution of living standards. Income and 
expenditures surveys solely concerned about mean income or consumption can actually lead to overestimating 
poverty and inequality measures (Deaton and Grosh, 2000).  

Figure 1.4a: The Relative Price of Food Increased 
Faster Over the Last Two Years… 
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baskets all together indicate that ENCOVI moderate and extreme poverty lines would give a 
better approximation to the current subsistence cost of a typical poor Dominican family. In what 
follows we present estimates of poverty levels and trends using both poverty lines but results and 
conclusions hold for other options. Annex 1.1 presents results for other poverty lines considered. 

Figure 1.4b: The Structure of Household Expenditures has Changed Consistently with the Crisis 
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1.20 Poverty in 2004: the aftermath of the crisis. In early 2004, the fraction of Dominicans 
living in poverty is estimated at 42.2 percent while 15.9 percent were in extreme poverty, 
depending on the poverty line used (Figure 1.5). This amounts to 3.7 million poor Dominicans of 
which 1.4 million are unable to 
cover even basic food needs. The 
moderate poverty rate were larger 
(55.7 and 24.3 percent) in rural 
areas than in among the urban 
population (34.7 and 11.2 percent). 

1.21 Poverty incidence is 
sensitive to changes in the value of 
the poverty line. For example, a 10 
percent increase in the value of the 
moderate poverty line (average 
household consumption basket at 
April 2004 prices) to reach 
RD$2500 leads to an increase in 
the poverty headcount from 42 to 
46 percent (Figure 1.6). This 
simply reflects the fact that the 
poverty line cuts the DR’s income 
distribution in the area with the 
highest concentration of individuals 
(i.e., the mode of per capita 
income), thereby increasing the 
sensitivity of the poverty headcount 
to variations in the line and in 
effect to growth in average 
incomes. 

1.22 It should be noted that the poverty lines estimated with ENCOVI represent 34 percent of 
DR’s income per capita. The median value of the ratio of national poverty lines to national 
income per capita in Latin America in 2003 was 24 percent. Poverty rates far above the range 
obtained with the above ENCOVI poverty lines will imply a relative poverty threshold for the DR 
that significantly exceeds the norm for countries with the DR income per capita in the region. 

 

 

Figure 1.5: Poverty Rates in the DR, April 2004
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Source: Own estimates based on ENFT and ENCOVI 2004. 
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1.23 How has poverty evolved?: 
Addressing limited measurement of family 
incomes in the ENFTs. The BCRD labor 
force surveys (ENFTs) are the most 
consistent instrument available to track 
living conditions in recent years. 
Unfortunately, they are not designed to 
fully capture family incomes, particularly 
non-labor incomes (monetary and in kind), 
though recent changes in the survey would 
improve this situation. Moreover, 
underestimation of household incomes in 
the ENFTs has worsened over time. In 
contrast, the ENCOVI survey does a 
relatively better job at capturing household 
incomes, since it is specifically designed to 
capture more income sources. 

1.24 As shown in Figure 1.7, the ratio of the average household income per capita from the 
surveys to disposable income (consumption) in the national accounts has fallen sharply, from 
0.83 (1.11) in the April 1997 ENFT to 0.45 (0.72) in the April 2004 ENFT. That is, for each 
RD$1 of disposable income, the recent ENFT surveys capture only 0.45 cents (0.72 cents in the 
case of consumption). Moreover, the relationship became more variable during 2003-04. It is 
relatively common for national accounts estimates of income and consumption to be larger than 
survey-based estimates. Therefore, there is also a tendency, both across countries and over time 
within countries, for the national accounts estimate of income and/or consumption to grow more 
rapidly than survey-based estimates (Deaton, 2005). As discussed below, this is a source of 
divergence between the welfare changes suggested by DR macroeconomic income or 
consumption growth figures and those measured at the household level.  

Figure 1.6: Sensitivity of Poverty and Extreme Poverty in the DR to Changes in Poverty Lines 
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Figure 1.7: ENFT Incomes and National Accounts 
are Diverging… 
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1.25 ENCOVI captures household incomes more fully since it is specifically designed to 
capture more income sources. Figure 1.8 shows a comparison of income sources between the 
2004 ENCOVI and the April 2004 ENFT, which yields the expected results: while there is little 
difference in labor incomes (given the similarities in survey questionnaires), ENCOVI captures 
2.8 times more income from other sources than ENFT. In particular, the ENFT fails to capture 
adequately the all important international remittances: they are four times higher in ENCOVI and 
represent 14.8 percent of per capita household income (very similar to the macro estimate of the 
remittances GDP share), compared to only 6 percent in the April 2004 ENFT. As a result, ENFT 
overestimates the relative contribution of labor incomes to total family incomes (71.5 percent 
versus 51 percent in ENCOVI). The ratio of average household per capita income in ENCOVI to 
national accounts disposable income (consumption) is 0.68 (1.05) is within the regional range.  

1.26 We consider several adjustments to obtain more complete income aggregates in the 
ENFTs, including adjustment to national accounts: 

i) Adjust the April 2004 ENFT incomes to match the estimated incomes of ENCOVI for 
each income source (as grouped in Figure 1.6) and by per capita income decil, and extrapolate 
the same income adjustments to the 1997-2003 ENFT adjusted by the CPI. These results are 
presented in the Annex, and yield results very similar to those reported below; 

 

i) No adjustment to ENFT incomes, but rather start from a given base line poverty rate and 
then trace the evolution of poverty incidence over time. These are the estimates reported 
below taking for the base line poverty rates: a) 42.1 and 14.8 percent in April 2004, the 
moderate and extreme income poverty rates obtained with ENCOVI using the poverty line 
obtained with the entire population as reference group to derive the poverty lines. In Annex 
1.2 we consider other alternatives. 

Figure 1.8:  The ENFT Significantly Underestimates Family (non-earnings) Incomes 

Comparison of Average Per capita Monthly Income by 
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For example, we take the 42.1 percent poverty incidence as the baseline in 2004. We find the 
level of per capita household incomes in the April 2004 ENFT that yields this poverty rate 
(i.e., the 42th income percentile) and then adjust it with the CPI for previous years. These 
values are then used as poverty thresholds to estimate poverty during 1997-2003 and through 
October 2004. Rather than estimating new poverty lines this amounts to rescaling baseline 
poverty lines to account for the underestimation of family incomes in the ENFT without 
having to adjust incomes. 

1.27 There are also some comparability issues between the April 1997 ENFT and later years. 
First, the 1997 survey contains expansion factors designed to match the projected demographic 
and regional structure from/to/with the 1993 population census, while the 2000-2004 surveys 
incorporate corrections to match the 2002 census.12 Second, the 1997 ENFT differs from the 
2000-2004 surveys in the income sources covered. The 1997 ENFT does not ask explicitly for 
labor income in a secondary occupation or income from housing ownership (imputed rents). 
Moreover, it asks respondents to report whatever frequency (e.g., monthly, annually) in which 
they receive foreign remittances. The April 2000 ENFT captures remittances for the six months 
preceding the survey, and thereafter the reference period is the previous quarter. The omission of 
income from a secondary occupation and imputed rent would tend to overestimate poverty, while 
the longer recall period for remittances might result in higher monthly values in 1997 and 2000 
(and lower poverty rates). 

1.28 Since this is the only data available to examine micro data trends during the fast growth 
period of 1997-2002, we made some reasonable adjustments to enhance comparability. First, we 
compare incomes from the 1997 and 2000 ENFT without the 2002 census adjustments. Second, 
we adjusted household incomes in 1997 by the average real imputed rent of each income decile 
in the 2000 ENFT. The data actually shows that average labor incomes appear consistent with 
those in 2000, so we did not correct them. While remittances appear to be relatively better 
captured in the 1997 and 2000 surveys, the difference between these two surveys is less 
significant so we did not make any corrections either. The resulting level and composition of 
incomes between the two surveys is reasonable, in both cases labor incomes represent about 70 
percent of total household incomes (Figure 1.9). 

 

12 Starting in 2003, the sampling framework of the ENFT relies on the 2002 census population figures. The BCRD 
corrected the survey expansion factors back to 2000 aims to obtain population estimates consistent with the current 
demographic and regional structure of the population. 
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1.29 Income poverty from 1997 to 2004: Limited poverty reduction during high growth, a 
dramatic rise with the crisis --no matter the lens.  Figures 1.10-1.12 and Table 1.2 present the 
estimated evolution of the poverty rates for alternative poverty lines. The main findings are:  

• Poverty increased dramatically in the past 7 years, nationally and in urban and rural areas, 
regardless of the poverty line. 

• Most of the increase occurred during the height of the economic crisis of 2003-2004, with 
a substantial stop or deceleration of the rising trend from April to October 2004. 

• There was seemingly very little poverty reduction during the high growth episode of 
1997-2000 and throughout 2002, according to the income data of the BCRD ENFTs. 

• These results are fairly robust to variations in the poverty line or survey income 
correction methodology (Annex 1.2 for results). Poverty rates far off the range estimated 
here would be inconsistent with previous official poverty estimates and/or question the 
validity of ENFT data to analyze income trends of Dominican families (Figure 1.10 and 
Annex 1.1). 

Figure 1.9: Incomes from the 1997-2000 ENFT are Largely Comparable 
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1.30 About 15.6 percent of Dominicans 
became income poor and 7.2 percent fell in 
extreme income poverty from 2002 to 
2004. That meant 1.5 million additional 
poor, of whom 670 thousand became 
unable to cover even basic food needs 
(Figure 1.10). This holds regardless of the 
poverty line and methodology for adjusting 
survey unreported incomes (Annex 1.2). 
All of the increase in poverty occurred 
during 2003 to 2004 at the height of the 
economic crisis. The figures are quite 
dramatic when put in an international 
context. For example, with the collapse of 
the Argentine economy during 1999-2001 
poverty increased at a similar annual rate 
although with a fall in per capita GDP five 
times larger than in the DR. 

1.31 Poverty levels remained constant 
from 1997 to 2002 despite an enviable 
growth in per capita GDP and private 
consumption of almost 5 percent per year. 
It is striking that there was seemingly little 
(1 percentage point) reduction in income 
poverty (1.5 percent for extreme poverty), 
even during the peak growth of 1997-2000 
(Figure 1.12 and Table 1.2). While there 
are some differences between the 1997 and 
2000 survey instruments, as discussed 
below and in Chapter 2, unequal 
distributional change is behind the flat 
poverty trends in this period. 

1.32 Urban areas experienced a higher 
increase in poverty from 1997 to 2004, 
particularly during the recent crisis, and 
now account for the majority of the poor 
(Figure 1.11). Urban poverty changed little between 1997 and 2002, while rural poverty 
increased 4 percentage points. About 16.5 percent of the urban population became poor during 
the 2003-04 crisis compared to 10.3 percent in rural areas. The incidence of rural poverty in 2004 
was around 21 percentage points higher than in urban areas, while extreme poverty was about 13 

Figure 1.10: The Number of Poor Increased 
Dramatically… 
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Figure 1.11: And Poverty Became More Urban…
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points higher.13 However, the urban poor share in the total poor rose from 42 percent in 2000 to 
about 53 percent in 2004, while 45 percent of the extreme poor now live in urban areas up from 
30 percent in 2000. Close to 1 million Dominicans joined the ranks of the urban poor during 
2000-2004, while the rural poor rose by about half a million. 

1.33 Indicators of the intensity and severity of poverty show very similar trends (Annex 1.1). 
The poverty gap (PG), the percentage by which the average poor person's income falls short of 
the poverty line, increased by 60 percent over the last 7 years. The PG doubled for the urban 
poor and rose by 50 percent for the rural poor, but the gap still remains two times higher in rural 
areas than in urban areas.  On average, the incomes of the rural poor fall one quarter short of the 

 

13 The 2004 ENFT yields higher rural-urban differences in poverty incidence: 20-22 percentage points for moderate 
poverty and 10-13 points for extreme poverty. This is expected, since non-monetary incomes not captured in the 
ENFT are more important in rural areas. 

Figure 1.12: Poverty Rates Remained Flat in 1997-2002 and Increased Substantially in 2003-2004 
(% of individuals poor or extreme poor) 
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cost of the basic consumption basket, while this gap is only about 17 percent nationally (below 
the LAC average). 

1.34 It is clear from the above figures that the DR’s 2003-04 economic crisis has considerably 
reversed gains in the monetary welfare of Dominicans. Although we lack a fully comparable 
benchmark, previous poverty estimates for the country suggest that poverty levels in 2004 are 
back to where they might have been in the mid 1980s (World Bank, 2001). Yet, as discussed in 
chapter 2, since the national PG remains relatively low the resumption of fast, broad-based 
growth would bring about significant reduction in income poverty in the short-to-medium term. 

 

1.35 Growth has had a limited impact on poverty over the last decade. Using three different 
household surveys, the previous country poverty assessment (World Bank (2001)) found a low 
sensitivity of poverty to economic growth in the DR during most of the 1990s. Two possible 
explanations are that growth was mainly concentrated among the better off families and/or that 
the poor’s incomes did not grow sufficiently to lift many families out of poverty. The next 
section examines this and whether the poor bore the brunt of the 2003-2004 economic crisis by 
focusing on the actual evolution of income levels and inequality over the period. 

1.36 More equally unequal: Growth distribution and income inequality. A simple way to 
examine the distribution of economic growth over the last 7 years is to examine growth 
incidence curves. In Figure 1.13 the percentage growth of average incomes is shown by deciles 
for the periods 1997-2002 and 2003-04 in the entire country, urban and rural areas. The 
evolution of synthetic measures of income inequality is also examined. The Gini coefficient, the 
standard inequality indicator that ranges from zero (complete equality of income) to one (all 

Table 1.2: Incidence (headcount) of Poverty in the DR with Alternative Poverty Lines 

National 97-Apr 00-Apr 00-Oct 1-Apr 1-Oct 2-Apr 2-Oct 3-Apr 3-Oct 4-Apr 4-Oct

Moderate poverty

Adjusted to Encovi poverty rate (42.1%) 26.7 25.8 27.7 27.7 27.4 26.6 27.7 34.7 35.3 42.1 42.2

Extreme poverty

Adjusted to Encovi poverty rate (14.8%) 9.7 8.2 9.0 8.4 8.3 8.7 10.0 12.6 11.9 14.8 15.9

Urban

Moderate poverty

Adjusted to Encovi poverty rate (42.1%) 17.7 16.8 18.2 18.1 18.5 18.0 18.2 24.0 27.2 34.5 34.7

Extreme poverty

Adjusted to Encovi poverty rate (14.8%) 5.0 3.8 4.8 5.0 4.7 4.0 5.4 6.4 8.6 10.1 11.2

Rural

Moderate poverty

Adjusted to Encovi poverty rate (42.1%) 38.0 42.5 45.3 45.5 44.0 42.4 45.4 54.6 49.8 56.1 55.7

Extreme poverty

Adjusted to Encovi poverty rate (14.8%) 15.7 16.3 16.8 14.7 15.0 17.3 18.6 24.2 17.9 23.4 24.3

 
Source: Own estimates based on ENCOVI and ENFT data. 
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income is concentrated by 1 person), is presented in Figure 1.14.14 This is a preamble to the 
discussion in Chapter 2 of the main factors behind the observed distributional change. 

1.37 The analysis of the changes in per capita incomes and income inequality shows that: 

• Economic growth from 1997 to 2000 was not pro-poor. Moreover, the ENFT surveys do 
not show any growth whatsoever in family incomes during 1997-2002 for the poor, the 
rich, the urban or rural population. 

• The 2003-2004 crisis brought huge real income declines for everyone, but the better off 
families experienced relatively larger income losses. 

• The evolution of income inequality during 1997-2004 is mixed: it increased between 
1997 and 2000, quickly declined through 2002, and bounced down and up during the 
2003-2004 crisis. Inequality rose moderately in urban zones, declined rapidly among the 
rural population, and fell between urban and rural areas. Overall, inequality in the country 
today is lower than in 2000 but as high as it was in the late 1990s. 

1.38 The ENFT household incomes data fails to show, for both the poor and the rich, the 
robust income growth measured in national accounts during 1997-2002. Average real per capita 
incomes in all income deciles seemingly stagnated during 1997-2002. As shown in Figure 1.13, 
except for the first decile, nominal incomes barely kept up with inflation. Real incomes fell by 2 
to 4 percent in urban areas during the period, while for rural households they fell by 5 percent in 
the second decile, 25 percent for the richest decile and 10 percent throughout the rest of the 
distribution. The positive income growth of the first (richest) decile results from differences in 
non-labor income sources captured in the 1997 and 2002 ENFT, since labor incomes grew very 
little. 

 

 

14 Annex 1.1 presents other bases and measures of inequality. The conclusions hold regardless of the indicator used. 
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Figure 1.13: Growth Incidence Curves, 1997-2002 
(% total change in average household per capita income, by decile) 
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1.39 The lack of dynamism in family 
incomes during the economic boom again 
raises the question: where did all the 
growth go? To what extent are the findings 
robust to imperfect comparability of the 
ENFT? Is the period 2001-2002 (e.g., 
September 11 events) masking income 
gains for the poor? To address these 
questions we focus on the 1997-2000 
buoyancy period where the economy grew 
by 6.1 per capita annually, and on highly 
comparable income sources. Figure 1.14 
shows the annual rate of growth of 
household per capita incomes excluding 
imputed rental income, and of labor 
incomes in the primary occupation and for 
all occupations (arguably consistently well 
captured by the ENFT). It is clear that only 
the top 30 percent better off families 
experienced significant income gains during this period. Average labor incomes for families in 
the bottom five deciles actually declined at about 2 percent per year in real terms. Therefore, the 
lack of significant poverty reduction from 1997 to 2002 likely reflects the little impact of growth 
on the incomes of Dominican families at the lower end of the income distribution. 

1.40 The majority of Dominican families 
saw their real incomes fall by about one 
third during the 2003-04 crisis, although 
the incomes of the poorest declined slightly 
less especially in rural areas. Urban 
families were the most hurt with an 
accumulated 35 percent loss in purchasing 
power, only slightly lower (27 percent) for 
the richest decile. Per capita incomes 
declined progressively by 14 percent for 
the poorest rural families, 24 percent for 
the middle income rural households, and 
about 28 percent for the 30 percent better 
off rural households. With the apparent 
large income declines of 1997-2002 the 
majority of rural Dominican families have 
experienced accumulated income losses of 
25 to 35 percent since 1997. These were 
somewhat lower than income losses of urban families so that the income gap between urban and 
rural areas fell over the last 5 years (Figure 1.15). Chapters 2 and 3 present evidence suggestive 
that among the factors with a bearing on these trends are a significant pool of agricultural 
workers trapped in low-earnings activities due to their lack of minimum skills and insufficient 

Figure 1.14: Labor Incomes of the Poor Show no 
Gains from Economic Growth During 1997-2000 
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Figure 1.15: The Income Gap Between the Rural 
and Urban Population Fell Between 2000 and 2004 
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complementary investments in basic rural infrastructure. Chapter 3 also shows that migration of 
unskilled Haitian workers to rural areas may also have a bearing on these trends by exercising a 
downward pressure on rural agricultural earnings while there is no evidence of noticeable 
impacts of Haitian labor on urban earnings. 

1.41 Overall, the result of these mixed growth trends was a reduction of income inequality 
during the 2000s that reversed a previous rise in the late 1990s. The Gini coefficient increased by 
2 points from 1997 to 2000, declined throughout early 2002 and thereafter hovered around 0.52 
(Figure 1.16). Inequality in the country today is lower than in 2000 but as high as it was in the 
late 1990s. 

1.42 Inequality in urban areas mimics national trends while rural income inequality fell 
consistently throughout the period by more than 10 percent (7 points drop in the Gini). This fall 
in the rural Gini income coefficient is quite significant for an indicator that has been very 
invariable in Latin America. The combination of falling real incomes with rapidly declining 
inequality is consistent with rural-urban movements of the relatively better off rural inhabitants 
that leave behind the pool of more disadvantaged families unable to migrate due to high costs or 
low expected benefits and who, again, face stagnant agricultural earnings. We come back to this 
issue in Chapter 3. 

1.43 So far we have focused on the evolution of income indicators of welfare and its 
distribution. A complete assessment of changes in the quality of life requires going beyond 
monetary indicators to examine progress in human development and living conditions as 
embedded in the MDGs. Next the chapter assesses how the DR has fared in non-monetary 
dimensions of welfare. 

Figure 1.16: Inequality Declined Modestly but Remains High… 
(Gini coefficient, 1997-2004) 
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NON-MONETARY WELFARE: POVERTY BEYOND INCOME 

1.44 According to the UNDP Human Development Index, the DR ranks 98 in human 
development among 177 countries in 2002, below its relative position in terms of per capita 
income (UNDP (2005)). The recent national MDG report for the DR (UNDP 2005) concluded 
that the DR made important progress in human development, living conditions, and access to 
basic social services in the past decade (Table 1.3), although the record is mixed. Some 
education and health outcomes have improved and seem on track to meet MDG targets, whereas 
others are considerably off track and remain below LAC averages.  

1.45 An analysis of trends in human development indicators in the DR during the late 1990s 
and early 2000s shows significant gaps across groups of the population and in the quality of 
services. This indicates that the DR remains an under performer with respect to progress in 
human development and other living condition indicators. Access to basic services (electricity, 
water, sanitation, waste collection) and quality housing has improved to varying degrees. 
However, the overall level and quality of socio-economic infrastructure remains inadequate to 
ensure an adequate quality of life and further promote income poverty reduction and growth. 

1.46 Moving education to the next level: Getting children to complete more grades. There 
has been important progress in getting children to attend basic and secondary education across 
regions, income groups, and gender. Data from the ENFT indicates that net enrollment in both 
basic and lower secondary education has improved. Primary school attendance of children aged 6 
to 13 increased from 91 percent in 1997 to 96 percent in 2004 (Figure 1.17a), high by LAC 
standards and on track to reach the MDG target of universal enrollment by 2015. Enrollment in 
secondary education of children aged 14 to17 increased from 47 percent in 1997 to 59 percent in 
2004 —this is a significant progress though enrollment still remains below other lower middle 
income countries. In some cases, progress has been faster for disadvantaged groups and regions: 

• Attendance rates in primary education improved twice as fast in rural areas (6 percentage 
points against 3 in urban areas). In secondary education, attendance grew faster in urban 
areas, widening the rural-urban gap from 13 to 17 percent. 

• Regions that started out with the lowest enrollment rates in primary education in 1997 
(Cibao and Southeast, 89.6 percent) improved faster and were above the national average 
by 2004, while attendance in the impoverished Southwestern region barely improved 
(reflecting a 6 percent decline in Enriquillo, which by 2004 was below 2000 levels). 
Progress in secondary school attendance followed similar patterns, though regional 
differences were less marked (Annex 1.1). 

• Basic school enrollment increased slightly faster for children in the poorest households, 
closing the gap with the rich to 4.7 percent in 2004, remarkably low by LAC standards. 
However, attendance in secondary school improved fastest for the 3 top quintiles, 
widening the gap between teenagers between the poorest households and the richest to 6 
percent. In 2004, 55 percent of adolescents from poor families were not in secondary 
school (many being held back in primary school by repetition or delayed transitions). 
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• Gender differences in primary school attendance are minimal. The disadvantage of boys 
in secondary school attendance has gradually declined in urban areas (Figure 1.17). 

  
Figure 1.17: Net Attendance Rates in the DR, 1997-2004 (% children in cohort) 

a. Basic Education (cohort 6-13 years) b. Secondary Education (cohort 14-17 years) 
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1.47 As discussed in detail in Chapter 4, the main shortcoming of the DR educational system 
is low educational attainments: significant overage, repetition and dropout rates curtail school 
completion. The 53 percent completion rate of basic education and the 40 percent for secondary  
are far off the MDG target of 100 percent completion by 2015 and the MDG+ target of 75 
percent completion endorsed by LAC Heads of States in the 2001 Summit of the Americas.  

1.48 In 2004, average years of education of the adult population (25-65) was about 7, for the 
poor was 5 years and 8 for the non-poor. The illiteracy rate of 12.6 percent (20.8 percent in rural 
areas) is significantly above the average in LAC. Over 30 percent of 18-25 years old have not 
completed primary education and 36 percent of those who finished primary did not finish 
secondary. This poses a threat to the ability of the young to function effectively in today's 
demanding labor markets and limits the ability of the country to sustain economic growth in an 
increasingly competitive environment. 

1.49 These low educational outcomes reflect a combination of supply and demand factors. On 
the demand side, parents’ education, income constraints, low returns to schooling and teenage 
pregnancy blur the incentives to invest in education. On the supply side, several systemic 
deficiencies in the educational system curtail educational progress, including inadequate school 
infrastructure, low and ineffective spending, deficient teacher instruction and school 
management. For example, an inadequate supply of early childhood development programs 
means that most low income children do not enter pre-school, and risk being underdeveloped (in 
terms of health/nutritional status) and ill-prepared to learn, which leads to poor future academic 
performance. Inadequate school infrastructure in poor peri-urban and remote rural communities 
constrains transitions to the secondary level. If not addressed, these constraints can prevent the 
DR from capitalizing on the educational progress made thus far to increase significantly the 
skills of its population and sustain economic growth, and ensure that the poorest benefit from it. 
These issues are discussed in detail in Chapter 4. 
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Table 1.3 Progress and Relative Position of the DR towards the MDGs– An Overview 

Targets Proposed for the 
First Seven MDGs 

Position of LAC1 Progress Achieved by the DR in the 1990s2 

1. Reduce by half the 
proportion of people living in 
extreme poverty and suffering 
from hunger between 1990 and 
2015. 

In the early 2000s, 10.5 percent of 
LAC’s population was living on 
less than US$1 a day and 23.8 
percent on less than US$2 a day 
(PPP) (World Bank, LCSPP 
SEDLAC). 

The incidence of extreme poverty declined by 2 
percent from 1992 to 1998, while the share of the 
population in poverty declined by 5 percent. 
However, with the crisis poverty incidence rose by 
16 percentage points and extreme poverty by 7 
points, making it more challenging for the DR to 
reach this MDG. Child malnutrition (under 5) 
decreased from 10 to 6 percent. 

2. Achieve universal 
completion of primary 
education by 2015 for boys and 
girls, and 75 percent 
completion of secondary 
education (goal strengthened in 
the 2001 Summit of the 
Americas). 

In 1998, the net enrollment ratio in 
primary education in LAC was 97 
percent and 60 percent in secondary 
education. 

The net enrollment rate in primary education 
increased from 70 percent in 1990 to 96 percent in 
2004.  Despite the increase in primary education 
completion (up to 53 percent in 2002 from 22 
percent a decade earlier), the current rate of progress 
will not meet the 100 percent completion goal by 
2015.  Net enrollment in secondary education was 60 
percent in 2004 and is also off track. 

3. Eliminate gender disparities 
in primary and secondary 
education by 2005, and for all 
levels by 2015. 

In 1998, the ratio of girls to boys 
attending primary and secondary 
school in LAC was 99:100. 

This goal can be considered achieved for primary 
education. In secondary and tertiary men have an 
enrollment rate lower than women.  The proportion 
of congress seats held by women rose from 8 percent 
in 1990 to 16 percent in 2002.  Still, in 2004 female 
heads (non-heads) earned 26 percent (15 percent) 
less than men with similar measured skills and job 
characteristics. 

4. Reduce infant and child 
mortality rates by two-thirds 
between 1990 and 2015. 

The under 5 mortality rate per 1,000 
live births in the region was 
estimated at 34 for 2001 and the 
infant mortality rate at 28 (UNDP 
2003). 

Under 5 mortality was reduced from 58 per 1,000 
live births in 1990 to 38 per 1,000 live births in 
2002, while infant mortality declined from 42 per 
1,000 to 32 per 1,000.  The DR is on track to reach 
the goal.   

5.  Reduce maternal mortality 
rate by three-quarters between 
1990 and 2015. 

In 1995, there were 188 maternal 
deaths per 100,000 live births in 
LAC (UNDP 2003; estimates 
depend on method used). 

The maternal mortality rate decreased from 229 per 
100,000 live births in 1996 to 178 in 2002.  98 
percent of births were attended by skilled staff and 
the prevalence of contraception was about 70 
percent. The target of 28 per 100,000 live births by 
2015 is unlikely to be achieved with current efforts. 

6. Halt and reverse by 2015 the 
spread of HIV/AIDS, malaria, 
and other diseases. 

In 2003, the prevalence rate of 
HIV/AIDS among adults aged 15-
49 in LAC was 0.5-0.7 percent, 
while in the Caribbean was 1.9-3.1 
percent (WHO 2003). 

The average rate of HIV/AIDS infection has 
remained stable at about 1 percent during the last 
four years, while the incidence of malaria and 
tuberculosis has decreased significantly. 

7. Reduce by half the fraction 
of people without access to 
improved water source and 
sanitation. Improve living 
conditions of slum dwellers. 

In 2000, approximately 85 percent 
of LAC’s population had access to 
safe water and 78 percent to 
sanitation facilities. 

The population with access to safe water decreased 
from 92 to 90 percent in urban areas, and increased 
from 71 to 78 percent in rural areas during 1990-
2000. Access to sanitation stood at 89 percent in 
2002, but 7 out of 10 rural households use latrines 
often in inadequate conditions. Living conditions of 
slum dwellers have improved but remain inadequate. 

Source: (1) WDI (2002), unless otherwise indicated; (2) DR MDG report (2005) updated with own estimates from ENFT 
for 2004.  
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1.50 Tapping on health dividends: Satisfactory improvements with significant challenges 
ahead.  Progress across a broad range of health indicators during the 1990s and early 2000s has 
been satisfactory, with the notable exception of maternal mortality which remains the fifth 
highest in LAC:  

• Under five mortality fell from 58 to 38 per 1,000 live births and infant mortality from 42 to 
32 per 1,000 live births from 1990 to 2002; the malnutrition rate of children under five fell 
from 10 to 6 percent during 1990-1998. The DR is on track to meet the infant and child 
mortality MDG targets. Infant mortality rates remain higher in rural areas and for the poor. 

• The maternal mortality rate decreased from 229 to 178 per 100,000 live births between 1996 
and 2002. However, this rate is still very high and substantial efforts are needed to achieve 
the MDG target of 28 deaths per 100,000 live births by 2015. Teenage pregnancy is high 
(23.3 percent in 2002), with the use of contraception reaching 70 percent of the poor in 2002. 
High rates of maternal mortality and teen pregnancy are key gender challenges. 

• The average rate of HIV/AIDS infection has remained stable at about 1 percent of the 
population between 15 and 49 years of age during the last four years. The infection rate is 
higher for men (1.1 percent) than women (0.9 percent) and in rural areas (1.2 percent). The 
incidence of malaria and tuberculosis has decreased significantly, but that of dengue and 
dengue hemorrhagic fever has increased.  

1.51 Deficiencies in the coverage and quality of health services, associated to low and 
ineffective spending and weak administrative structures, hinder further progress in health 
outcomes. Toxemia and hemorrhages account for more than 50 percent of maternal deaths, 
mainly reflecting deficiencies in the quality of both prenatal care and care during childbirth and 
postpartum. Public hospitals are often ill-equipped and lacking basic supplies and medicines. 
UNDP (2005) estimates that 85 percent of maternal deaths could be avoided, particularly 
considering that the prevalence of contraception has reached 70 percent, fertility has diminished, 
and the number of births attended by skilled staff increased from 95 to 98 percent between 1996 
and 2002. Similarly, the main causes of infant death are communicable diseases (infectious and 
parasitic) and conditions of the peri-natal period, all of which are related to poor sanitary 
conditions and poverty. These are issues that should receive high priority. 

1.52 Improving sustainable access to quality health care for lower income families remains a 
key challenge. After ten years, a reform was approved in 2001 by Congress. This involves 
decentralization of the management of health care services, a shift from financing the supply of 
health services to demand financing, and gradual administrative and financial de-concentration.15 
Accelerating and sustaining the implementation of the health reform program and continuous 
monitoring of its impact will be critical to improve health indicators for the poorest Dominicans. 

1.53 Low effective Access to Basic Services: Paying for what you get. Progress in access to 
basic services in the DR has been disappointing in many respects. While indicators on access to 
potable water are similar to those of countries with comparable per capita income and are at par 

 

15 Implementation of the reform has been delayed. A World Bank loan effective since January 2005 will support the 
implementation of the health reform by, for example, strengthening institutions, developing insurance mechanisms, 
and configuring regional health networks. 
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with regional averages, effective coverage is dismally low and of failing quality. Access to 
improved sanitation is below the LAC average and possibly becoming increasingly unequal. 
Despite some progress in rural access to electricity between 2000 and 2004, unreliable electricity 
supply remains a pervasive problem faced by the majority of Dominicans. Related to this the 
2004 ENCOVI data indicates that: only 31 percent of households report paying for their garbage 
service, 66 percent pay for piped public water and 51 percent say they pay electricity in the hike 
of the 2004 crisis. Breaking the pervasive cycle of irregular and low service quality and high 
unpaid connections is the key challenge to the sustainable provision of basic services so that they 
can contribute to both DR’s human development and growth potential. 

1.54 Water and sanitation: Unreliable and low quality coverage. After doubling the 
percentage of households with access to potable water between the 1980s and 1996 to reach 86 
percent, there has been little progress (UNDP, 2005). Publicly provided running water increased 
5 percent from 2000 to 2002, subsequently dropping 5.8 percentage points to 70 percent in 2004. 
37 percent of households receive running water in the dwelling and one third had access to a 
public tap outside their home within convenient distance (UNDP, 2005).  

1.55 Coverage indicators misrepresent effective access to potable water due to unreliable 
service. Data from the 2004 ENCOVI indicates that 24 percent of households with piped water 
actually receive water 2 days per week at most, 27 percent receives it 3 to 6 days per week, and 
less than half receives it the entire week (Figure 1.18). Moreover, in the days water is received, 
44 percent of households get it less than 8 hours per day, 17 percent get it for roughly half the 
day (9-16 hours), and only one third actually get water for a full 24 hours. An average 
Dominican household connected to piped water effectively gets a mere 3 days of water per week.  

 
Figure 1.18: Public Tap Water Supply, 2004  (% households) 
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Source: Own estimates based on the ENCOVI. 

 

1.56 Water access varies between income groups and regions:  

• The share of urban households with access to piped-in water decreased from 84 percent 
in 2000 to 80 percent in 2004, while the share of rural households rose to 51 percent in 
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2004 from 46 percent in 2000. Interestingly, rural households with piped-in water get 
slightly more effective days of water per week than urban households (3.5 versus 3), 
which highlights the significant crowding effects in the urban water network. 

• Water access fell slightly for households in the poorest quintiles between 2000 and 2004, 
and changed little for middle class and wealthier households. Of households with piped-
in water, the top quintile receives half an effective day more than the bottom quintile (3.6 
versus 3), which explains the high reliance of better off households on private water 
provision (e.g., tanker trucks). 

• Water coverage increased across regions except in the Southwest, which saw a 30 percent 
drop between 2002 and 2004 likely related to the effects of hurricane Jane. Stark regional 
differences also exist among households with piped-in water, with the North-Central 
region receiving twice as many effective days than the Northeast (4.6 versus 2.3). 

1.57 Due to failing water quality since the mid-1990s, now estimated below UNDP potable 
water standards, data on household access to water does not provide clear indication of access to 
potable water either. The ENCOVI data indicates that 47 percent of Dominican households use 
bottled water as their main source of drinking water, twice the level of 1996 (UNDP, 2005). Less 
than a quarter of households report piped water as their main source of drinkable water. And 
only 42 percent of these use a reliable purifying treatment such as boiling or filtering, which has 
dramatic health implications especially for young children. Significant differences in water uses 
arise across regions and income groups (Figure 1.19). In urban areas, close to 60 percent of 
households consider bottled water their main source of drinking water, while only 27 percent do 
so in rural areas where piped, rain and spring water represents the main sources of drinking 
water. Over 60 percent of households use piped water as the main source of drinking water in 
Del Valle and Enriquillo (Annex 1.1). About 70 percent of the richest households consume 
bottled water, almost three times more than the poorest households. 

 
Figure 1.19: Sources of Water, 2004  (% households) 

a. By Area b. By Quintiles 
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1.58 The situation in the sanitation sector is somewhat less dramatic but can also be 
deceiving, as it shows broad progress in coverage but increasingly unequal and low quality 
service. The share of households that have access to some form of sanitary installation increased 
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from 87.6 in 2000 to 89.1 in 2004, thus 11 percent of Dominican households do not yet have any 
form of sanitary installations. Yet the share of households with access to sewers or septic tanks 
(private or shared) was only 60 percent nationwide in 2004 (Figure 1.20). Important differences 
arise across regions and by income groups: 

• The share of rural households with sanitation facilities increased to 90 percent by 2004 and 
remained at 97 percent in urban areas (Figure 1.20). However, 7 out of 10 rural households 
either use latrines -some of which are not hygienically adequate- or do not have access to 
sanitary installations at all. In stark contrast, 76 percent of urban households have sewers or 
septic tanks (private or shared). 

• Sanitation facilities increased slightly faster for the poorest households, closing the gap with 
the rich from 13 to 9 percent during the 2000s. The gap in access to sewers or septic tanks 
was also reduced, but differences between the wealthiest and poorest families remain 
staggering (86 to 30 percent, respectively). 

• Del Valle had the fastest improvement in access to sanitation, reaching coverage of 90 
percent in 2004 up from 79 percent in 2000. Enriquillo, on the other hand, dropped from 96 
percent in 2002 to 82 percent in 2004. Sewer or septic tank coverage increased in most 
regions, but sharp contrasts still exist: coverage in the National District and Santiago was 
around 85 percent in 2004 but only 36 percent in the Southwest (Annex 1.1). 

 
Figure 1.20: Access to Sanitation in the DR, 2000-2004  (% households) 
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1.59 With regards to waste management, environmentally harmful practices still abound. 
While 63 percent of households have their garbage picked up either by the municipal 
government or a private company, 24 percent burns it, and the remaining 13 percent dumps it in 
an open space (i.e., dump, river). 8 out of 10 wealthy households have their garbage picked up, 
whereas only half of the poorest households do so. Garbage services show adequate regularity. 
Garbage is picked up at least once a week for 87 percent of households whose trash is picked up, 
with some variation across income quintiles. 

1.60 Closing these significant gaps in water, sanitation and waste management services would 
have a significant positive impact on the quality of life of poor households, with considerable 
positive spillovers on health (reduced child mortality and morbidity) and environmental 



 30

protection. The main policy challenges involve putting in place an institutional framework that 
ensures an efficient and sustainable provision of these services while addressing existing 
coverage needs of the poor, especially those living in peri-urban marginal neighborhoods (see 
below). The completion and passing of the Water Supply and Sanitation Law currently on 
revision is an utmost first step to be followed by the development and implementation of a 
national water and sanitation strategy. The World Bank’s planned Water and Sanitation 
Investment Adaptable Program Loans (US$20 million in FY07 and US$50 million in FY09) 
could provide needed support in this area.  

1.61 Electricity: Keeping the lights on while filling some gaps in grid coverage. As it is well 
known, the DR has one of the most unreliable electricity services of the region, with ubiquitous 
blackouts that severely obstruct business operations and households’ daily life. Yet there also 
remain some gaps in grid coverage. The fraction of households connected to a power grid since 
2000 increased to 89 percent in 2004 from 87.6 percent in 2000 (Figure 1.21). Progress in 
gridline access has been as follows:  

• All of the improvement took place in rural areas, which experienced an increase of 6 
percentage points since 2000. However, ENFT and ENCOVI data suggests that in 2004 
around 2 out of 10 rural households remained unconnected to a power grid. Regional trends 
show signs of convergence, households that had the lowest coverage (Southwest, Southeast 
and Cibao) expanding grid connection by an average of 3 percent. 

• Households in the bottom quintile enjoyed a 10 percent expansion in grid coverage.  

 
Figure 1.21: Access to Electricity, 2000-2004  (% households) 
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Note: The ENFT do not ask directly for access to electricity. This is measured as the percentage of households owning any electric 
appliances. The resulting access rates are very similar to those from ENCOVI. In fact, if public street lighting, available only in the 
2004 ENFT, is combined with appliances service, access rates from both surveys become identical at about 93 percent. 

Source: Own estimates based on the ENFT. 

1.62 The paramount importance of addressing the crisis of the electricity sector for DR’s 
economic and human development cannot be overestimated. Despite improvements in the 
generation capacity of electricity, important challenges remain to achieve the financial 
sustainability of private delivery and rationalize existing universal subsidies while ensuring 
affordability for the poor. It is beyond the scope of this report to discuss the many aspects of the 
reform agenda. Three World Bank operations (US$280 million during 2006-2009) will continue 
to support the policy reforms and investment needs in this area. Some of the reform items 
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include strengthening regulatory capacity, addressing high illegal connections, subsidy 
retargeting on the poor, alignment of tariffs to true production costs, reduction of grid losses, and 
extension of the service network to the excluded rural and urban poor. In the short term, it is very 
important to devise mechanisms to ensure reliable electricity to hospitals and evening schools. 

1.63 Quality of Housing: Sub-par physical characteristics and reduced crowding.  Quality 
of housing in the DR has improved somewhat.16 Figure 1.22 shows that the percentage of 
households living in dwellings with low quality walls, floors, or ceilings fell from 15 percent in 
2000 to 12 percent in 2002, remaining at that level thereafter. The share of houses of temporary 
or impoverished appearance (those requiring major repairs) increased slightly from 38 percent in 
2002 to 42 percent in 2004. In addition, the average number of persons per bedroom, another key 
indicator of housing adequacy, fell slightly to 2 persons per room in 2004. There are some 
noteworthy variations between urban and rural areas (Figure 1.22), income groups and regions: 

• Building materials improved in 7 percent of rural homes and showed no change in urban 
areas. Still more than half of rural homes are in need of significant repairing. 

• The bulk of improving homes are inhabited by poor families. The number of persons per 
bedroom in poor households fell from almost 3 in 2000 to 2.5 in 2004, still one more person 
per room than in the wealthiest families. 

 
Figure 1.22: Quality of Housing in the DR,  2000-2004  (% households) 

a. Physical Characteristics b. Combined Physical Characteristics  
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• Housing quality deteriorated in Valdesia and Enriquillo, where the percentage of low quality 
material houses increased by 5 and 10 percent, respectively, between 2000 and 2004. This 
likely reflects the impact of hurricane Jane. The poorest regions have the highest housing 
crowding. 

 

16 We consider two quality indicators: house appearance, as rated by the interviewer, and its construction materials. 
These are naturally correlated though not perfectly. Approximately 65 percent of quality material houses were 
consistent with their appearance, in that low quality materials were found in houses of temporary or impoverished 
appearance, and houses with an adequate appearance had higher quality materials. However, 30 percent of the 
dwellings with a temporary or impoverished appearance did not report having low quality walls, floors, or ceilings. 
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• An index of housing quality, constructed by combining the two indicators in Figure 1.22, 
shows that housing quality improved slightly from 2000 to 2002, but slipped back in 2004 
when more than 4 out of 10 homes were in inadequate conditions (Figure 1.22). 

1.64 The DR saw an impressive boom in private construction of homes in recent years, fueled 
in part by massive investments of Dominicans abroad and cheap Haitian labor. Home ownership 
is quite high, at about 77 percent of homes. The DR has spent significant resources in public 
housing that largely benefits the non-poor. In light of fiscal constraints, fostering the capacity of 
the real state sector to supply low income housing is key, through: (i) strengthening regulations 
and enforcement of the protection of the rights of sellers, buyers and tenants; (ii) putting in place 
systematic and publicly available information on housing supply to reduce high rents for brokers 
and overvalued prices; and (iii) promoting financial mechanisms to tap the potential of 
remittances to finance low income housing. Moreover, neighborhood upgrading programs in 
marginal peri-urban areas can play a role (see below). These measures can go a long way to 
increase the supply of low income housing and the job creation potential of the real estate sector. 

1.65 Access to roads and transportation. 
Data from the 2004 ENFT and ENCOVI 
indicate that about half of Dominican 
households live in neighborhoods with paved 
roads (Figure 1.23). Households in urban 
areas, the National District, and the top 
quintile have three times more access to 
paved roads than households from rural areas, 
from the bottom quintile and the Southeastern 
region. It is not surprising that access to rural 
roads remains inadequate since the 
considerable investments in transportation 
and road infrastructure has largely concentrated on highways and urban main roads. 

1.66 Public transportation is very important for the urban poor, particularly in the National 
District and Santiago. In 2004, the poor spent 7 percent of their income in public transport. 
Despite a significant upgrading of roads in main urban centers, lengthy commuting times for half 
of the urban population relying on public transportation curtail the time available for more 
productive activities. Significant public resources have been spent on upgrading public bus 
service, but resource mismanagement and institutional weaknesses have left behind unreliable, 
low quality services. Recent plans for a metro in Santo Domingo have opened an intense debate 
on other cheaper, more effective alternatives. Streamlining of traffic flows, particularly in Santo 
Domingo, could go a long way to improve this situation. The regulation of public and privately 
provided inter-urban transportation remains weak in the face of powerful owners associations. 
An ongoing World Bank study on Transport for the Urban Poor examines various policy options. 

SOME INITIAL CONCLUSIONS: WHERE DO THESE RESULTS TAKE US? 

1.67 In this Chapter we have found that low income Dominicans did not share the significant 
monetary welfare gains indicated by national accounts economic growth figures before the 

Figure 1.23: Access to Paved Roads, by Area and 
Quintiles, 2004  
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financial and economic crisis of 2003-04. While there are several measurement reasons why 
private consumption and/or disposable income may be diverging from total family incomes, the 
fact remains that labor incomes at the lower end of the distribution remained flat during the 
growth bonanza. The fall out of the financial crisis on incomes has been significant, 
impoverishing about 16 percent of Dominicans. Despite important progress on human 
development dimensions of welfare, the DR still exhibits significant gaps in basic services and 
quality of living. Below we derive some initial conclusions and policy implications of these 
results, linking them to international experience. We then outline how the rest of the report will 
delve into more specific sectoral issues. 

1.68 The key importance of resuming sustained economic growth and extending its benefits 
to the poor. The findings of the Chapter indicate that key lessons from international experience 
fully apply to the Dominican context. First, economic growth, sustained over the long term with 
prudent macro-economic policies, is fundamental to achieve and maintain significant reduction 
of poverty. Second, this, however, is not sufficient and actions to help the structurally poor move 
out of poverty and ensure their full participation in development. The tremendous welfare impact 
of the financial crisis underscores the key importance of maintaining macroeconomic stability, 
which, among other things, requires a strengthening of governance in the DR. The apparent 
disconnect between the high economic growth of the late 1990s and incomes of the poor need to 
be addressed. As the Chilean experience shows (Box 1.3) a combination of sound 
macroeconomic policies and reforms with deliberate efforts to make effective investments in the 
poor a high priority in public spending can achieve large scale poverty reduction. 

1.69 While the crisis hit hard on all income groups, its impact on well-being is likely higher 
for the poor. Given their limited ability to fully offset income losses using savings or selling the 
little assets they posses, poor households have been forced to cut back on their consumption. For 
about 700 thousand Dominicans this has meant reducing the consumption of basic food below 
minimum subsistence. This situation may compromise improvements in social indicators and the 
achievement of the MDGs. Thus, it is necessary to safeguard resources for social programs and 
strengthen safety nets aimed at offering short-term income support, promoting early childhood 
development and protecting the accumulation of human capital of poor children. International 
experience indicates that these efforts are best implemented through “smart” conditional cash 
transfer programs to provide minimum income support and promote poor families’ co-
investments in the health and nutrition of pregnant women and children aged 0-6 as well as the 
education of children. The best known example is the OPORTUNIDADES (formerly 
PROGRESA) program in Mexico (Box 1.3). These interventions combined with programs to 
strengthen the delivery of education services such as El Salvador’s EDUCO (Box 1.3) can help 
the DR move educational progress to the next level. 

1.70 Exploiting scale economies in basic service provision: The territorial approach. The 
accelerated urbanization of poverty, particularly the precarious living conditions in urban slums, 
poses a challenge to the sustainable delivery of electricity and water services, particularly to 
break the pervasive cycle of unreliable service and high unpaid connections with partially 
subsidized cost recovery. A large number of the poor continue to live and settle in polluted and 
high-risk flood areas under conditions that encourage crime and violence. Surveys of irregular 
settlements along the Ozama and Isabela Rivers –home to over 10 percent of Santo Domingo’s 
population– and other marginal neighborhoods find that only half of homeowners have some 
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form of property title, and those without it are willing to pay for title rights (Lizardo and Tejada 
Holguin (2004) and World Bank (2001)). Most of the title-less do not know how to get it or are 
unaware of its potential benefits. This situation affects negatively property values, access to 
affordable credit and households’ resilience to shocks.  

1.71 The successful experience of the Favela Bairro programs in Brazil (Box 1.3) shows that 
it is possible to turn around these poor communities and capitalize the investments made by their 
inhabitants, fostering their integration to the formal network of basic services. Ongoing efforts to 
modernize the land tenure regime should be also accelerated. A land titling/registry program 
focused on peri-urban and rural areas, such as the well tested experience in Peru (Box 1.3) can be 
very cost effective to provide property rights and regularize irregular settlements. In rural areas, 
inter-linked investments in rural roads, electricity, and potable water can be delivered effectively 
at a sub national level through Community Driven Development (CDD) programs (like Brazil’s 
CDD, Box 1.3) of decentralized, participatory rural delivery of basic services and infrastructure 
with full empowerment of communities to decide—working through local representative 
councils— their priorities and prepare, execute, operate and maintain local investments. 

1.72 Clearly these efforts would require increasing social expenditures in a context where debt 
service (including the quasi-fiscal deficit linked to the banking crisis) will absorb a large portion 
of the government budget in the near future. The reduction in revenues following the elimination 
of the foreign exchange commission and import tariffs with the CAFTA poses another challenge. 
Thus, there is a need to rationalize and prioritize public expenditures and raise tax revenues. 

1.73 In this context, it is critical for the country to undertake the forgotten reform of the 
national statistical system (Box 1.1). What gets measured gets the attention, and gets done. It is 
necessary to promote decisively the institutional reform of the statistical system in order to use 
monitoring and evaluation as effective policy tools. This requires budget support for the National 
Statistical Office with the goal of improving the availability and use of regular household 
surveys for public policy analyses, poverty targeting, and program evaluation. It is also important 
that the Dominican Government seeks an inter-agency consensus (Box 1.2) on the 
methodologies for measuring monetary poverty in the country (the derivation of poverty lines 
and measuring individual welfare through incomes/expenditures) and assures the mechanisms for 
the regular updating of poverty estimates and the consistency with international best practices. 

1.74 The rest of the report will focus on analyzing key factors and policy levers underlying the 
issues raised by this Chapter. In Chapter 2 we examine in detail the micro-forces that may be 
behind the sluggish movement in the incomes of the poor and changes in income distribution, 
and characterize the main correlates of poverty, including the role of geography, in persistent 
poverty and inequality. Chapters 3 and 4 examine the role of actions to improve labor market 
outcomes and the accumulation of human capital among low income Dominicans. Chapter 5 
analyzes in detail the main characteristics and reform areas to improve the impact of DR’s social 
assistance programs on poverty and inequality. Finally, Chapter 6 analyzes reform options of the 
tax system, chiefly the value added tax, in terms of their equity impact and revenue potential. 
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Box 1.1.  The Forgotten Reform:  Strengthening DR’s Institutional Framework for Monitoring Living 
Conditions 

 
The National Statistical Office (Oficina Nacional de Estadística, ONE) has the mandate to define and implement the 
national statistical agenda. However, the BCRD has played a more active role, while ONE has suffered from 
weaknesses in its institutional structure, technical capacity and ensuing underfunding. Besides the semi-annual National 
Labor Force Survey (Encuesta Nacional de Fuerza de Trabajo, ENFT), the BCRD has also conducted Income and 
Expenditure Surveys (Encuesta Nacional de Gastos e Ingresos de los Hogares, ENGIH - 1984, 1998), which were used 
in the 2001 poverty assessment to assess poverty trends in the 1990s. Several independent household surveys have been 
conducted by private entities on an ad hoc basis, but again differences in methodology and survey instruments preclude 
adequate comparability. While in most countries the implementation of a population census is the occasion to allocate 
substantial resources to revamp the technical capacity and the infrastructure of National Statistical Offices (NSOs), the 
“fall-out” of the 2002 Census on ONE’s technical capacity and equipment upgrading was insignificant. The data 
gathering activities of the VIII Population and Dwelling Census (VIII Censo de Población y Vivienda) in 2002 were 
outsourced, and similarly the BCRD outsourced the Living Standard Measurement Survey (Encuesta Nacional de 
Condiciones de Vida, ENCOVI) executed in March-April 2004. 
 
Some slow progress has been made with the support of the WB/IDB/ECLAC  Program for the Improvement of Living 
Conditions Surveys (Programa para el Mejoramiento de las Encuestas  y la Medición de Condiciones de Vida, 
MECOVI). But the reform agenda remains mostly unfinished largely due to a lack of long due attention to this area.  
The World Bank’s support to the Government of the Dominican Republic to strengthen in-country statistical 
capacity is currently concentrated with the technical and financial support of two grants. Within the framework of 
the Program of the Improvement of Surveys of Living Conditions (MECOVI for its acronym in Spanish) the 
Bank is strengthening the capacity of the BCRD to produce high-quality statistical information on a timely basis 
through the IDF - Grant TF051244. Additionally the Bank is supporting capacity building activities for the ONE 
through TFSCB – Grant TF050305. The IDB is currently planning an important credit operation to support ONE.  
 
The Bank’s engagement with the BCRD focuses on three main areas: (i) strengthening the BCRD’s knowledge of data 
quality control methodologies and of the latest analytical tools to analyze the information of the multi-topic household 
surveys; (ii) improving the sampling, design, operational and implementation characteristics of the semi-annual 
National Labor Survey (ENFT); and (iii) improving data access and dissemination. In most of these activities the 
BCRD is seeking the active participation of a selected group of technical personnel belonging to governmental 
organizations (for example ONE, ONAPLAN, STP, and the Social Cabinet). This approach aims at strengthening: (i) 
the interaction between producer and users of the statistical information; and, (ii) stakeholders’ participation in the 
discussion of methodological issues related to the analysis of the data.  
 
The Bank’s support to ONE focuses on-the-job training activities: (i) on the design, planning and operational 
implementation of multi-topic surveys such as the Encuesta Nacional de Hogares sobre Propósitos Múltiples 
(ENHOGAR) which will be executed in June-July 2005, and (ii) on data quality control and data processing. The 
ENHOGAR will be the first household survey carried out by ONE after almost three decades. This survey includes 
specific modules on socio-demographic information, crime and violence and household access to information 
technology and communications.   
 
Although the Bank’s support in the short term will improve the technical and operational skills of a core group of 
professionals among data producers (ONE and BCRD) and increase the interaction between them and data users there 
remain considerable medium term challenges to consolidate the overall institutional framework and governance of the 
statistical system. The roles, functions, organizational structure and financial needs of all the actors (ONE, BCRD, line 
ministries) need to be reassessed within the framework of an integrated national statistical system. From the technical 
point of view, while improving the quality of the statistical information (from census, household surveys and 
administrative sources) should be an on-going effort, it is also important to reevaluate the pertinence of such 
information with respect to what users need and demand. A stronger interaction between data producers and users 
should also be promoted through a committed policy of open access to data sources. The IDB operation intends to 
address most of these issues, and could be used to leverage the government’s commitment to reform the country’s 
statistical system. 



 36

Box 1.2:  Breaking the Inertia: Generating Consensus Around Poverty Measurement in the DR 

As part of the MECOVI support on the design and analysis of the ENCOVI survey and the preparation of the 
2005 Poverty Assessment, a technical workshop was held on January 26-28, 2005 with the participation of 
technical DR government officials from the main public bodies with mandates for the formulation of social 
policy and poverty monitoring. The objectives were to: (i) discuss conceptual and practical aspects of poverty 
measurement based on best practices in the region, and their application to the DR; (ii) discuss methodological 
issues and data sources for the poverty assessment analyses as well as preliminary poverty estimates based on 
the 2004 ENCOVI survey and the 2000-2004 ENFTs (labor force surveys); and (iii) coordinate with the BCRD, 
STP, and Social Cabinet their participation in the poverty analyses for the Poverty Assessment. 
 
The participants of the workshop included senior officials and technical staff from: the BCRD, STP, ONE, the 
Social Cabinet, the Presidential Commission on MDGs, as well as staff from the WB, IDB and UNDP. 
 
The main conclusions arrived were to: (i) continue to refine the estimates of the evolution of poverty, involving 
the relevant government agencies so as to arrive at official figures generated by consensus; (ii) use the labor 
force surveys (ENFT) to characterize the evolution of poverty with the required income adjustments and/or 
appropriate poverty lines; and (iii) rely on the income aggregate from the 2004 ENCOVI survey as a measure of 
well-being, given that it was deemed more consistent than measurements of consumption levels given the 
context in which the survey was conducted; and (iv) exploit the up-to-date data of the ENCOVI survey on 
diverse topics, such as access to social programs, adverse shocks, perceptions of the population, social 
protection and access to credit, for the analysis of policies and programs to combat poverty.  

As a follow up to the workshop, the BCRD authorities convened an inter-agency technical group with the 
objective to develop a poverty measurement methodology to obtain national poverty estimates. The committee 
is composed of technical staff from STP, Social Cabinet, ONAPLAN, and ONE, and includes technical 
representatives from the international cooperation (World Bank, IDB and UNDP) in an advising role. 

 

 

Box 1.3:  Lessons from Successful Scaled-up Poverty Reduction Programs in the LAC region 

Following are the main lessons from selective successful scaled-up programs from the LAC region and the 
rest of the world that can inform social policy design in the DR. 
 
a. Chile’s Poverty Reduction Approach. Chile combined orthodox macroeconomic policies and reforms, 
including labor-market reforms, which expanded economic opportunities, with a conscious effort to make the 
social sectors a high priority in public spending and solid institutional reforms to improve its effectiveness. 
The Chilean experience shows that sustained poverty reduction is possible in a policy framework that 
emphasizes: (i) a balanced combination of a pro-growth economic strategy with aggressive and effective 
social policies, maintaining a dual commitment to market reforms and to substantial efforts to extend their 
benefits to the poor; and (ii) an integrated, family–centered approach capable of adapting to different stages 
of the scale-up problem and to changing political and economic contexts, paying special attention to the 
political economy of institutional changes required to improve the provision of basic services to the poor. 
 
b. Mexico’s OPORTUNIDADES (formerly PROGRESA). The well-known conditional cash transfer 
program was first a pilot program in rural areas, then expanded to cover almost half of all rural households in 
the country, and is now expanding to urban areas. It is a model of positive impacts on schooling, nutrition and 
child health. Oportunidades program highlights the key importance of: (i) very strong high level 
governmental support combined with an innovative design (conditionality of transfers and gender focus) 
inspired by external experience (Brazil’s Bolsa Escola), well grounded in solid technical knowledge and with 
the participation of multiple sectors of the government; and (ii) an external, independent and state of the art 
targeting and evaluation system that has provided rigorous evidence of impacts and strong credibility to the 
program, shielding it from political capture. 
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Box 1.3:  Lessons from Successful Scaled-up Poverty Reduction Programs in the LAC region 
(Continued) 

Following are the main lessons from selective successful scaled-up programs from the LAC region and the 
rest of the world that can inform social policy design in the DR. 

c. El Salvador’s EDUCO. This is a community managed education program in rural areas of El Salvador 
where schools are operated by elected parents' associations, which receive a direct transfer of funds from the 
Ministry of Education. The result has been high attendance by teachers and students, more parent 
involvement in the schools, and better student performance. The EDUCO experience demonstrates how 
education coverage of the rural poor can be expanded significantly without compromising quality by: (i) 
building on local initiatives and the untapped potential of communities to manage school resources and 
ensure the accountability of schools in the provision of quality education; and (ii) sustaining government 
leadership and strong stakeholder participation and support, accompanied by timely financial and technical 
external assistance throughout program development. 

d. Brazil’s Community Driven Development (CDD). An innovative mechanism for decentralized, 
participatory rural poverty reduction, the CDD program transfers funds for approved investments directly to 
beneficiary community associations. The program demonstrates that basic services and infrastructure can be 
delivered effectively at a sub national level by: (i) empowering communities so that they can decide their 
priorities, working through local representative Councils to prepare, execute, operate and maintain local 
investments; and (ii) effectively using matching-grant based financing, technical assistance, transparent and 
politically shielded targeting mechanisms and information dissemination campaigns. 
 
e. Peru’s Urban Land Titling. This innovative program achieved major improvements in urban land titling, 
including the consolidation of 14 agencies into one and a major reduction in the time required to obtain 
property titles, enabling many poor families to register their properties and to use them as collateral for 
loans. The program shows that recognition of property rights can be a very cost-effective way to increase the 
value and use of the capital of the urban poor and can be accomplished by: (i) building strong political 
consensus (with key stakeholders and multiple sectors of government) and commitment around the 
institutional reforms needed to address informal property ownership; and (ii) reforms that create norms and 
organizational practices making real estate property a defensible and transferable right, incorporating into 
program design: (a) active social auditing; (b) careful diagnosis of the problem (including vested interests); 
(c) heavy use of land information systems; (d) dissemination of information on the benefits of formalization; 
and (e) strengthening of municipal governments on land administration and urban development. 

f. Brazil’s Favela Bairro experience: Improving living conditions in Urban Slums. This innovative 
program has improved the living conditions of urban slums (favelas) in Brazil, by fostering the integration of 
poor communities and fighting the conditions that encourage crime and violence. The interventions include 
upgrading of physical infrastructure and public services; the creation of places for recreation, education and 
commerce; and income-generation activities to create economic opportunities for the poor. The program 
demonstrates that it is possible to turn around slums and capitalize the investments made by their inhabitants. 
House prices have doubled and the number of local businesses has grown significantly. The program shows 
that (i) Favela-Bairro shunned one-size-fits-all solutions, since each community decides the location of 
physical infrastructure projects and what social services are provided, subject to the program’s limits on 
expenditure per beneficiary family; and that (ii) sequencing has been key to scaling up, the program began in 
settlements where it was most likely to succeed. The program demands continuity, especially in financing, a 
major challenge given the involvement of numerous agencies. 
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2. DETERMINANTS OF POVERTY AND INEQUALITY 

This Chapter examines the factors behind the Dominican Republic’s poverty trends in the 
late 1990s-early 2000s and its persistent income inequality. It also provides a 
comprehensive characterization of poverty correlates both for income and subjective 
perceptions of Dominicans, and a detailed analysis of the interaction between income 
poverty and inequality at the locality level. The Chapter shows that the unequal pattern 
of income growth of 1997-2002 prevented incomes gains to trickle down to low income 
Dominican families. The rampant inflation, rather than unemployment, explains almost 
exclusively the dramatic increase in poverty during the 2002-2004 crisis. Remittances 
have a direct but modest impact on poverty and have not affected poverty trends nor the 
level or evolution of income inequality. This result is largely a reflection of the relatively 
regressive nature of remittance income. We find a high consistency between income-
based and subjective poverty profiles, although with some important differences, 
particularly regarding occupation and location which underline the importance of non-
monetary determinants of well-being. The interaction between income poverty and 
inequality at the locality level is an important factor that should be factored in program 
targeting and the allocation of central government transfers to DR provinces. 

WHAT EXPLAINS CHANGES IN POVERTY AND INEQUALITY? 

2.1 In this section we examine the factors behind the scant progress in reducing poverty in 
the DR in 1997-2002 as well as the main drivers of the substantial poverty increase during the 
2002-2004 economic crisis. We consider four broad sets of factors: (i) variations in average 
incomes vis-à-vis changes in inequality; (ii) the ability to find jobs (unemployment) vis-à-vis the 
loss of purchasing power for the employed (rising prices) during the economic crisis; (iii) the 
impact of overseas remittances; and (iv) changes in a myriad set of demographic and micro 
forces, including the restructuring of employment across economic activities and occupations, 
changes in the size, demographic composition (gender, age, regional) and education of the 
workforce, and variations in the earnings premium that the labor market attaches to these 
characteristics.  

2.2 These factors exert reinforcing or conflicting effects on the distribution, which can affect 
individuals and families differently. For example, consider the seemingly simple case of a 
decline in the fraction of workers with only primary education. On the one hand, it can have 
poverty-reducing and equalizing effects by increasing earnings of those more educated, but if 
relatively few workers start moving up the education ladder the effect could be unequalizing.1 
On the other hand, under constant labor demand, it may actually increase the wages of the 
unskilled (they become more scarce) and drive down skilled wages, with impacts on poverty and 
inequality that depend on how many skilled and unskilled workers are affected by the shift in 
relative wages. 

 

1 The unequalizing effect is accentuated when the within-group earnings inequality is higher among the more 
educated. 
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2.3 We assess the quantitative importance of these factors by means of both simple and 
elaborate micro-simulations of the income distribution. The idea is to provide answers to the 
question: what would have been the level of poverty (inequality) if factor X had not changed? 
This is accomplished by simulating the distribution of income that results from changes in the 
relevant factor while all others are kept unchanged, that is, estimating a counterfactual 
distribution (see Annex 2.1 for more details). We discuss each factor in turn. 

2.4 Poverty changes have been pegged to the scant growth in family incomes.  As discussed 
in Chapter 1, most Dominican poor families experienced no income growth before the 2002-
2004 crisis. Inequality showed mixed trends, moderately unequalizing in urban areas and 
strongly equalizing in rural areas. What fraction of the poverty evolution can be explained by 
lack of income growth and by inequality trends during 1997-2004? To answer this question, 
poverty changes are decomposed into one part due to growth (growth component) and another 
due to changes in inequality (redistribution component) at the national level, urban and rural 
areas.2 Table 2.1 presents the contribution of these two components to changes in moderate and 
extreme poverty during the growth (1997-2002) and crisis (2002-2004) periods. 

Table 2.1: Explaining the Change in Poverty: Growth-Inequality Decomposition 

Growth 

effect

Equity 

effect

Total 

change

Growth 

effect

Equity 

effect

Total 

change

Growth 

effect

Equity 

effect

Total 

change

Moderate poverty line Moderate poverty line Moderate poverty line

Change in headcount 0.60 -0.74 -0.14 Change in headcount 0.58 -0.47 0.11 Change in headcount 6.87 -2.74 4.14

Extreme poverty line Extreme poverty line Extreme poverty line

Change in headcount 0.04 -1.39 -1.35 Change in headcount 0.12 -1.12 -1.00 Change in headcount 3.80 -3.54 0.25

Growth 

effect

Equity 

effect

Total 

change

Growth 

effect

Equity 

effect

Total 

change

Growth 

effect

Equity 

effect

Total 

change

Moderate poverty line Moderate poverty line Moderate poverty line

Change in headcount 13.94 -0.19 13.75 Change in headcount 12.43 1.97 14.40 Change in headcount 15.10 -2.87 12.22

Extreme poverty line Extreme poverty line Extreme poverty line

Change in headcount 6.94 -1.24 5.70 Change in headcount 4.74 0.71 5.46 Change in headcount 9.40 -3.41 5.99

Panel B: 2002-2004

Panel A: 1997-2002

National Urban Rural

National Urban Rural

 
Source: Own estimates based on the national labor force surveys (Encuesta Nacional de Fuerza de Trabajo, 
ENFT). 

2.5 The increase in poverty has been largely tied to the fall in family real incomes, while 
redistribution effects have been positive but very mild. Stagnant incomes of poor households 
during the economy’s growth of 1997-2002 and their sharp decline during the 2002-2004 crisis 
account for all of the increase in poverty incidence. The redistribution effect has been only 
mildly poverty-reducing, since inequality changed very little during 1997-2004. As noted in 
Chapter 1, these positive redistribution effects reflect the growth in non-labor incomes (including 
remittances) of the 10 percent poorest families, since labor incomes remained flat. The increase 

 

2 We use the method proposed by Mahmoudi (2000), who extends the work of Datt and Ravallion (1992) and 
provides an exact decomposition of changes in poverty into a growth and redistribution component.  
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in extreme poverty would have been two points higher had it not been partially offset by the 
mildly favorable evolution of non-labor incomes of the poorest 10 percent families. 

2.6 These results largely hold when we consider urban and rural areas, but with some 
differences. The redistributive effects are more important in rural areas, where they induced up to 
a 3 percentage point reduction in rural poverty incidence even during the 2002-2004 crisis, while 
they were able to override the small negative growth effects in urban areas. The huge adverse 
real income growth effects of the recent crisis were actually accentuated by unfavorable 
redistribution effects in urban areas. 

2.7 Unemployment is not a first order 
driver of the poverty increase during the 
crisis—real incomes erosion is to blame. 
The rise in unemployment and consumer 
prices both likely contributed to the poverty 
climb during the height of the 2002-2004 
crisis. As discussed extensively in Chapter 
3, counting in “discouraged workers” 
unemployment in the DR is very high, 
reaching 20 percent according to the 
expanded official definition. It has 
increased more than 4 percentage points 
from 2002 to 2004. At the same time, price 
increases have put severe strains on family 
budgets. Consumer prices doubled from 
April 2002 to October 2004, and the peso 
depreciated by 86 percent and much faster 
during the peak of the crisis in January-
April 2004 (Figure 2.1). The depreciation 
of the exchange rate has a direct impact on the prices of gasoline, energy and medicines, which 
are a major component of household budgets. 

2.8 The simulation exercises clearly indicate that the crisis’ new poor were mostly created by 
the fall in real incomes resulting from the sharp rise in the prices of food and other wage goods. 
Figure 2.2 illustrates the increase in poverty that could be attributed to changes in 
unemployment, prices and other factors (i.e., essentially affecting nominal incomes). Two 
scenarios are considered: one in which everyone faces the same increase in the probability of 
becoming unemployed (i.e., the change in unemployment rates during 2002-2004); and another 
where unemployment risk is made specific to the actual unemployment rates of household 
heads/non-heads in the five quintiles of the income distribution. In both cases, unemployment 
accounts for no more than 1 percentage point of the 14 points increase in poverty incidence. 

Figure 2.1: Inflation and the Peso/$ Exchange Rate 
Soared in May 2003-04, and Stabilized Recently 
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2.9 While underscoring the critical 
importance of macroeconomic and price 
stability to poverty reduction, the results also 
highlight that, although unemployment of the 
household head or spouse is correlated with 
higher poverty risk (see below), 
unemployment is not a first order factor 
behind current poverty levels in the DR. As 
discussed in Chapter 3, this results from the 
profile of the unemployed—essentially the 
fact that main earners in the household are 
not facing the bulk of unemployment— and 
the cushioning role of remittances. We come 
back to this in Chapter 3.  

2.10 Remittances lower poverty modestly, 
but have not affected poverty trends nor the 
level or evolution of income inequality. 
Remittances in the DR in 2003 were more 
than twice as high as foreign direct 
investment (FDI) and represented about 13 
percent of GDP. They increased from about 
US$1.1 billion in 1997 to US$2.7 billion in 2004. Remittances not only help narrow balance of 
payments gaps, but can also have a direct impact on economic development and welfare, 
particularly on poverty levels (Boxes 2.3-2.5 at the end). This has been documented in studies for 
Mexico, El Salvador and Guatemala. This impact depends on the profile of remittance recipients, 
i.e., how much they reach the poor, their relative contribution to family incomes, and how the 
money gets spent. Here we discuss the results from an examination of the first two issues, that is, 
the direct impact of the level and evolution of remittances on poverty and inequality. However, it 
should be noted that the results provide a lower bound to the impact of remittances on poverty 
incidence among recipients, since as noted in Chapter 1, the national labor force survey 
(Encuesta Nacional de Fuerza de Trabajo, ENFT) fails to capture remittance income fully. 

2.11 The main conclusion is that remittance incomes do reduce poverty modestly among 
recipient households, but have not affected neither poverty trends nor the level or evolution of 
income inequality. Figures 2.3-2.4 show the evolution of moderate and extreme poverty 
incidence and the Gini income inequality coefficients. About 2 percent of households fall in 
moderate poverty and around 1-1.5 percent become indigent if remittance income is excluded 
from the calculation of household incomes. These effects are quite constant over time, thus 
indicating that poverty trends have not been affected by the increase in remittance income during 
1997-2004. The effect is much larger on moderate poverty levels in rural areas. These results 
hold for other poverty lines. The level and evolution of the Gini coefficients are essentially 
unchanged when we exclude remittances from the estimations.   

Figure 2.2: Inflation is the Main Driver of the 
Increase in Poverty  

Contribution of Unemployment and Inflation to 

change in poverty incidence, base year 2004

-17
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Scenario 1 Scenario 2

Unemployment Prices Rest

 
Note: Scenario 1: Random probability of becoming 
unemployed. 
Scenario 2: Unemployment probabilities based on 
unemployment rates of household heads by income 
quintiles. 
Source: Own estimates based on ENFT data. 
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2.12 These results differ from those of other countries like El Salvador and Guatemala, where 
remittances have been found to have larger impacts on monetary poverty indicators. The 
concomitant null impact on inequality may be somewhat surprising, since one might expect the 
small poverty impacts to result from a concentration of remittances among the better off. As 
discussed below, both questions are actually resolved when we examine closely the profile of 
remittance recipients in the DR. For this we use the multi-topic Living Standard Measurement 
Survey (Encuesta Nacional de Condiciones de Vida, ENCOVI), since it better captures overseas 
remittances. The several results are presented in tables and figures in Annex 2.2. 

 
 

Figure 2.3: Direct Impact of Remittances on Poverty of Recipient Households, 1997-2004 
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Figure 2.4: Direct Impact of Remittances on Income Inequality, 1997-2004 
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Source:  Own estimates based on the ENFT and the 2004 ENCOVI. 
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2.13 The main conclusions about the profile of remittance recipients in the DR in 2004 are: 

• About 23 percent of all Dominican households (half a million households) receive 
remittances, 18 percent in rural (146,000 households) and 26 percent in urban areas 
(386,000 families). The richest households are slightly more likely to be recipients, 
particularly in rural areas, where 24 percent of families in the top quintile receive them 
compared to 14 percent among the poorest. Thus, in terms of coverage, remittances are 
slightly regressive. 

• Among recipients, there is considerable variability in the amount of remittances received: 
a large fraction of families receive about RD$2,300 per month (the median remittance), 
but a number of families receive much larger amounts so that the average remittance is 
much higher, RD$7,122 (per month. ENCOVI estimates a median monthly remittance 
among recipient households of US$65 and an average amount of US$203 per household. 
The estimated average per capita remittance is US$69, fairly close to the estimate of 
US$75 per person from a recent survey of Dominican senders in the U.S. (Bendixen 
(2004)). 

• On average, rural household recipients receive about 20 percent less than urban 
households, both in total and per capita terms. However, this is actually not the case for 
the poorest 20 percent rural families, who actually get a higher amount of remittances 
than the poorest urban families. The richest urban households receive more than 50 
percent higher remittances than the better off rural families. 

• The above results in a very unequal distribution of remittances: (i) the richest families 
nationwide capture 34 percent of all remittances (40 percent in per capita terms) received, 
while the poorest 20 percent households cling to 17 percent (14 percent per capita) of the 
remittances; (ii) about 78 percent of all per capita remittances go to urban areas, 40 
percent to the National District and 2 percent to the Haitian border regions; and (iii) the 
distribution is more unequal in urban than in rural areas. Thus, in terms of the distribution 
of the amount of transfers, remittances are very regressive (this is examined further in 
Chapter 6). 

• Still, remittances are a very important source of income for poor recipient families. 
Remittance income represents 66 percent of per capita incomes of the poorest recipient 
families compared to 30 percent for the richest (still quite a significant amount), with 
only small differences across urban and rural areas. Therefore, in terms of their relative 
share in family incomes, remittances are clearly progressive. 

2.14 So, how does this profile of recipients square with the findings of only modest poverty 
impacts and negligible inequality effects of remittances? The small direct impacts of remittances 
on the poverty status of recipients reflects a combination of the still modest fraction of 
households that receive remittances (2 out of each 10 of the 40 percent poorest families) and the 
fact that the amount they receive, while a significant boost to their incomes, is sufficient to pull 
out of poverty only those families close enough to the poverty line. The impacts on inequality are 
more subtle, since the data suggests that remittances increase the income gaps between the 
poorest and richest families (who capture the bulk of remittances), but may actually reduce 
inequality among the poor and somewhat less among the rich. A decomposition analysis (Table 
A.2.2) shows that these two effects in fact cancel each other out so that the effect on overall 
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income inequality is negligible. That is, while remittances do increase the poor-rich income 
divide in the DR, they also reduce income disparities among the poor and also inequality, though 
slightly, among the rich.  

2.15 Micro-factors driving changes in income distribution. Finally, we consider the role of 
demographic and micro determinants of labor incomes in explaining distributional change, 
particularly the limited reduction in poverty and the varied inequality trends. This analysis is 
important in light of the little growth of labor incomes for families at the lower end of the income 
distribution. Table 2.2 presents the main results (see Annex 2.1 for the methodology).3 The little 
change in poverty (less than 1 percentage point) and large increase in the inequality of labor incomes 
(almost 5 points in the Gini coefficient) result from the confluence of several forces that often move 
in opposite direction. While some specific results are detailed in Chapter 3, below we summarize 
the main findings pertaining to the forces driving distributional change in the DR from 1997 to 
2002: 

• Most of the effects on income poverty incidence are of small magnitude in light of the small 
overall change. However, taken together, changes in the gender wage gap (favoring men), 
increases in the returns to experience and improvements in the education level of the labor 
force pushed for almost a 4 percentage points decline in the poverty headcount.  

• However, an unbalanced regional growth of earnings, the slower or absent growth of wages 
of workers in micro and small firms, and the stagnation of agricultural wages combined to 
override these favorable trends. 

• In terms of earnings inequality, only the reduction of the urban-rural earnings gap pushed 
towards more equality of labor incomes (by almost 1 Gini point). However, an increase in the 
wage premium to more educated workers alone led to a 1.7 points rise in the Gini coefficient. 
This was further accentuated by the reduction in hours of work (proxy for weaken labor 
demand), the increase in the returns to unobserved wage determinants (such as education 
quality, labor market connections, or unmeasured personal skills), the educational upgrading 
of the labor force, and the expansion of the gender and regional earnings gaps, all of which 
combined to push the Gini coefficient up by more than 3 points. 

• These results pretty much also explain the trends in urban areas. In rural areas, the observed 
increase in poverty during 1997-2002 is largely a result of the stagnation of agricultural 
wages. The reduction of work hours was also a more unequalizing factor than in urban areas. 

• Simulations of different policy scenarios for the period 2004-2015 show that growth is called 
to be the main engine for poverty reduction in the DR, although redistributive policies and 
actions to improve education of the labor force and reduce earnings disparities in the labor 
market can have modest poverty-reducing and equalizing effects (Annex 2.1). 

 

 

3 The background paper (Sosa et al., 2005) for this Chapter contains all details of estimation and results. 
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Table 2.2: Explaining Changes in Poverty and Inequality: National, Urban and Rural Trends, 
1997-2002 

 

Observed 1997-2002 -0.136 -0.005 0.04896241 0.11 0.001 0.049 4.131 -0.044 0.030

 1. Returns to education            -0.130 0.009 0.017 -0.253 0.010 0.019 0.079 0.003 0.005

 2. Gender wage gap                 -1.198 -0.002 0.004 -0.983 -0.001 0.005 -1.531 -0.001 0.004

 3. Returns to experience           -2.081 -0.003 0.003 -1.719 -0.003 0.004 -2.645 -0.002 0.003

 4. Returns to regions              1.410 0.004 0.004 0.879 0.003 0.003 2.225 0.002 0.002

 5. Returns to migrants             -0.067 0.000 0.000 0.000 0.001 0.001 -0.164 0.000 -0.002

 6. Returns to ocupational category 1.018 -0.001 0.000 0.960 0.001 0.002 1.140 -0.001 0.000

 7. Returns to urban                0.385 0.000 -0.007 0.631 0.001 -0.009 0.000 0.000 0.000

 8. Unobservables                   0.052 0.004 0.009 0.046 0.004 0.009 0.044 0.003 0.008

 9. Hours of work                   -0.032 0.003 0.009 -0.574 -0.001 0.005 0.817 0.003 0.009

10. Structure education             -0.585 0.003 0.006 -0.645 0.003 0.006 -0.478 0.001 0.002

11. Structure ocupational category  -0.209 0.000 0.000 -0.099 0.000 0.000 -0.350 -0.001 -0.001

12. Structure regions               0.005 0.000 0.001 0.126 0.000 0.001 -0.158 0.000 0.001

13. Structure urban                 -0.175 0.000 0.000 0.000 0.000 0.000 -0.396 -0.001 0.000

14. Rest                            1.471 -0.023 0.004 1.737 -0.016 0.003 5.549 -0.051 0.000

Average changes

National

Average changes
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Source: Own estimates based on the ENFT. 

 

2.16 Summing up, changes in poverty and income inequality in the DR during the high growth 
period of 1997-2002 result from several forces, some of which offset each other. Altogether the 
results confirm that the growth episode was fairly unequal, and is behind the disconnect of the 
stellar macro performance and incomes of families at the lower end of the distribution. 
Consistent with the findings for other countries, there is evidence that rising returns to higher 
education increased earnings inequality between 1997 and 2002. The unequalizing effect of the 
moderate educational upgrading of the workforce is becoming visible in recent years. Unskilled 
earnings, primarily in agriculture, lagged behind and prevented many rural families to benefit 
from the economic boom and escape poverty. This findings is further examined in Chapter 3. This 
points to the chief importance of accelerating educational progress to reduce poverty and 
minimize the unequalizing effects that it carries out. Some of the policy levers related to this and 
other related factors are examined in Chapters 3, 5 and 6. Next we turn to a characterization of 
the micro-correlates of poverty in the DR for both monetary indicators and individual self-rated 
perceptions. 

WHO ARE THE POOR? INCOME POVERTY AND SUBJECTIVE PERCEPTIONS 

2.17 This section presents a summary of a comprehensive profile of the correlates of poverty 
in the DR. While measuring poverty through income and expenditure poverty lines is widely 
accepted, a complementary approach is to examine people's own subjective perceptions of their 
poverty. Since monetary poverty indicators are imperfect proxies of welfare, the priorities of the 
population with regards to improvements in their well-being may not match those arising from 
income/expenditure poverty profiles. The determinants of people's self-rated poverty are valid 



47 

considerations for public policy, and understanding them may shed light on the priorities 
underlying a more widely accepted poverty reduction strategy.  

2.18 To examine the determinants of Dominicans’ subjective perceptions of well-being, we 
analyzed ENCOVI data on two sets of questions. First, we consider the household head or 
spouse’s answers to the question: (i) given your household’s income, do you think you live very 
well, fine, more or less, bad, very bad? We consider as poor those who answer bad or very bad, 
about 40 percent of families.4 Second, ENCOVI asks two questions about: (ii) the minimum 
monthly incomes required for the family (a) to make ends to meet (i.e., cover all expenditures on 
food, clothes, health, education, transport, etc.) and (b) to be able to afford basic food needs. We 
derived from these responses various “subjective” poverty lines. The one used in the results 
below is the minimum income value most frequently reported by Dominican families (i.e., the 
mode of the subjective minimum income reports). This turned out to be remarkably similar to the 
“objective” poverty line derived from ENCOVI (40 percent poorest families reference group), so 
that combined with household income per capita it yields a 34 percent subjective poverty rate. 
We use “self-rated poverty” to refer to the two subjective poverty classifications. 

2.19 Regression analysis was then used to 
uncover the characteristics correlated with a 
higher probability of falling in income 
poverty using the “objective” poverty line 
derived from ENCOVI and the “subjective” 
poverty line obtained as explained above, as 
well as the micro-correlates of self-rated 
poverty perceptions as revealed in the 
answers to (i) (see Annex 2.3 for detailed 
results). The results are summarized below. 

2.20 The results indicate that subjective 
poverty perceptions in the DR are consistent 
with income metrics and lead to similar 
conclusions on who the poor are and the 
main correlates of poverty.  The employment 
status, education and occupational category 
of both the household head and spouse and 
the household’s region of residence are strongly correlated with both income and self-rated 
poverty. Dominicans tend to have a greater likelihood of falling into income poverty or to 
consider themselves poor when they have low education, are unemployed or underemployed, 
live in rural areas and outside the National District (especially along the Haitian border) and lack 
basic services. This implies that actions to increase incomes and employment go hand-in-hand 
with those that affect Dominicans’ own perceptions of well-being. These effects are illustrated 
below. Moreover, a higher proportion of undocumented family members strongly correlates 

 

4 About 50 percent of respondents answered “more or less”, which if classified as poor results in exceedingly high 
subjective poverty rates. Also, statistical analysis revealed that the characteristics of this group brought it “closer” to 
those who answer very well or fine (i.e., the non-poor). 

Figure 2.5: Income Poverty and Being 
Undocumented Go Hand in Hand 

Incidence of Undocumented Population by Income 
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independently with both income and self-rated poverty (Figure 2.5). This suggests that being 
undocumented is a proxy for other unobserved determinants of poverty, such as exclusion from 
basic services or limited mobility opportunities. Having relatives overseas (or being a remittance 
recipient) correlates with both income and self-rated poverty, though as discussed before, the 
impact of external migration on poverty is limited. 

2.21 Some differences in income and self-rated poverty rankings call attention to non-
monetary determinants of well-being. While salaried employees in small firms are more likely to 
be income-poor than the self-employed and large firm employees, they tend to self-rate less poor 
than salaried employees and as poor as the self-employed. The self-employed are less income-
poor and report themselves less poor than salaried workers with similar characteristics. 
Moreover, households headed by older men, with a higher number of family members, are more 
likely to be income-poor but do not show higher self-rated poverty rates.  

2.22 Rural residents are no longer more likely to be income-poor or self-rate poorer than urban 
inhabitants if they have equal access to basic services and similar socio-economic conditions. 
The same result is observed for residents of Enriquillo and El Valle, the income-poorest regions 
in the country. Meanwhile, all other factors considered, residents of the National District are less 
likely to be income-poor than those in other regions (except for the North Central region), but 
report themselves poorer. Thus, factors such as job flexibility and location-specific 
characteristics such as inequality, social capital, and crime may have meaningful effects on the 
perceptions of Dominicans about their overall welfare. 

2.23 Although these results reveal partial statistical correlations, they point to important policy 
levers that can help unleash the micro-enabling environment to reduce poverty, both monetary 
and self-perceived. However, it is meaningful to ask: how much mileage would the government 
get from public policies that induce change in some of these factors? As emphasized by the 
Nobel Laureate Amartya Sen, poverty generally involves the absence of multiple “capabilities,” 
so that a change in a single factor may have limited impacts. This is illustrated below. 

2.24 When it rains it pours: Untying the knots of income and subjective poverty. We show 
the effects that changes in several socio-economic characteristics have, relative to a base 
category, on the probability of being income and self-rated poor. In order to illustrate the 
importance of initial conditions, we consider three different scenarios.  

2.25 The first is an “adverse” scenario, where we simulate the impact of various policy-related 
changes for an individual with the following baseline characteristics: female heads of 
households, with no education, unemployed, living in a rural area in El Valle, and with an 
uneducated and unemployed spouse. In this situation, poverty is certain: there is a 98 percent 
chance of being income-poor, a 94 percent likelihood of lacking the minimum income to go by, 
and an 81 percent chance of self-rating as poor.  

2.26 The second scenario tries to capture poverty vulnerability. It considers the following 
archetypical individual: a female head, with no education, a small firm salaried employee, living 
in rural Cibao Central, and also with an uneducated and unemployed spouse. In this case poverty 
is likely but not inescapable: the chances of having incomes below minimum subsistence are 
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54.4 percent (objective poverty line) and 60 percent (subjective poverty line), and there is 35 
percent likelihood of self-rating poor.  

2.27 Finally, we consider a relatively favorable scenario where our individual is: a female 
head, with completed secondary education, self-employed, living in urban Cibao Central, and 
with a spouse also with completed secondary and self-employed. In this situation, poverty is very 
far from home: out of 100 such individuals, only 9 would be income-poor, 16 would report as 
poor, and 10 would lack the subjectively assessed minimum necessary income to make ends 
meet.5 

2.28 Figures 2.6 to 2.8 show the three scenarios and the changes in the likelihood that our 
archetypical individuals escape income and self-assessed poverty as a result of the simulated 
changes in characteristics. Base line probabilities are shown using different patterns. The 
horizontal lines denote the overall income and self-rated poverty rates in the country. Note that 
self-rated poverty is lower than income poverty in almost all the cases when initial conditions are 
unfavorable, while the opposite happens in scenarios with more favorable initial conditions. 

2.29 In the most adverse situation, education does not improve significantly the likelihood of 
escaping poverty (Figure 2.6). Only university completion by the household head or by his/her 
spouse makes a slight difference. When we consider the individual that is vulnerable to poverty, 
the probability of being income and self-rated poor falls the higher the level of education, 
particularly when secondary education is completed. Differences between income and self-rated 
poverty probabilities disappear when some university education is achieved. In the most 
favorable situation, higher levels of education significantly correlate with both income and self-
rated poverty for both heads of households and their spouses. Interestingly, university educated 
household heads self-rate poorer than what their income suggests.  

2.30 Figure 2.7 presents the impact of changing occupational status on the chances of moving 
out of income and self-rated poverty. There are no important impacts in an adverse scenario, 
only being an employer significantly reduces poverty relative to being unemployed (for both the 
head of household and his/her spouse). Again, note that heads of households working in small 
firms have a slightly lower probability of self-rating poor than those employed in larger firms, 
despite being more likely to be income-poor. Salaried workers in larger firms also have a slightly 
higher probability of self-rating poor than the self-employed.  

2.31 Changes in the occupational status have a higher impact on income and self-rated poverty 
than changes in education, regardless of the initial conditions. When we move to less adverse 
scenarios, what actually matters the most is to be working, especially for heads and/or spouses 
working as employers. Being unemployed carries a substantially higher likelihood of falling in 
income poverty and self-rating poor when individuals start out with relatively favorable 
conditions (i.e., higher in the distribution of welfare and income). The unemployed have a 
significantly higher probability of being income and self-rated poor than individuals out of the 
labor force. Under favorable initial conditions, there is no significant difference between being 
self-employed, salary worker in a small firm or a larger firm employee.  

 

5 Continuous variables were fixed in their mean values in the three scenarios under consideration. 
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Figure 2.6: Self-Rated and Income Poverty Probabilities for the DR 
(Changes in Levels of Education) 

Head of Households 

Adverse situation 

Spouses 

Adverse situation 

0.00
0.10
0.20
0.30
0.40
0.50
0.60
0.70
0.80
0.90
1.00

Univ.
comp.

Univ.
incomp.

Second.
comp.

Second.
incomp.

Prim.
Comp.

Prim.
Incomp.

Objective Self-rated Minimum expenditure

 

0.00
0.10
0.20
0.30
0.40
0.50
0.60
0.70
0.80
0.90
1.00

Univ.
comp.

Univ.
incomp.

Second.
comp.

Second.
incomp.

Prim.
Comp.

Prim.
Incomp.

Objective Self-rated Minimum expenditure

 
Vulnerable to poverty Vulnerable to poverty 

0.00
0.10
0.20
0.30
0.40
0.50
0.60
0.70
0.80
0.90
1.00

Univ.
comp.

Univ.
incomp.

Second.
comp.

Second.
incomp.

Prim.
Comp.

Prim.
Incomp.

Objective Self-rated Minimum expenditure

 

0.00
0.10
0.20
0.30
0.40
0.50
0.60
0.70
0.80
0.90
1.00

Univ.
comp.

Univ.
incomp.

Second.
comp.

Second.
incomp.

Prim.
Comp.

Prim.
Incomp.

Objective Self-rated Minimum expenditure

 
Favorable situation Favorable situation 

0.00
0.10
0.20
0.30
0.40
0.50
0.60
0.70
0.80
0.90
1.00

Univ. comp. Univ.
incomp.

Second.
comp.

Second.
incomp.

Prim.
Comp.

Prim.
Incomp.

Objective Self-rated Minimum expenditure

 

0.00
0.10
0.20
0.30
0.40
0.50
0.60
0.70
0.80
0.90
1.00

Univ. comp. Univ.
incomp.

Second.
comp.

Second.
incomp.

Prim.
Comp.

Prim.
Incomp.

Objective Self-rated Minimum expenditure

 
Note: The base category is indicated using a different pattern. The horizontal thick line represents the poverty incidence based on the minimum 
necessary income (40.12 percent), the dashed line stands for the proportion of individuals that self-rate as poor (34.14 percent), and the thin line 
is the objective poverty incidence based on the traditional poverty line (33.97 percent). 
Source: Own estimates based on the 2004 ENCOVI. 
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Figure 2.7: Self-Rated and Income Poverty Probabilities for the DR 
(Changes in Labor Status) 
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Note: The base category is indicated using a different pattern. The horizontal thick line represents the poverty incidence based on the minimum 
necessary income (40.12 percent), the dashed line stands for the proportion of individuals that self-rate as poor (34.14 percent), and the thin line 
is the objective poverty incidence based on the traditional poverty line (33.97 percent). 
S.E. means self-employed, S.B.F. means employee in a firm with more than five workers, S.S.F means employee in a firm with five workers or 
less, and F.W. means family worker.  
Source: Own estimates based on the 2004 ENCOVI. 
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2.32 Figure 2.8 illustrates the 
differences between income and self-
rated poverty associated to different 
regions of residence for each of the 
three scenarios. Although rankings 
of income and self-rated poverty are 
largely similar, there are some 
important differences. Other factors 
considered, a resident of the National 
District has the lowest likelihood of 
being income-poor, but at the same 
time the highest chance of self-rating 
as poor. Conversely, residents of the 
Northeast rank among the poorest in 
the country according to incomes, 
but stand out among the less likely to 
report themselves as poor. Residents 
of Norcentral face low likelihood of 
income and self-rated poverty, while 
El Valle residents always rank 
opposite in the spectrum. 
Differences between rural and urban 
areas are not important. The poverty 
rankings of individuals based solely 
on their region of residence are 
unaffected by their initial conditions.  

2.33 Finally, when the situation is 
adverse, there are no important 
differences among regions. Location 
does little to poverty, either on an 
income basis or to subjective 
perceptions. This is not the case 
when the vulnerable scenario is 
considered. From each 100 
households leaving in El Valle, 75 
would be income-poor, and only 40 
in Norcentral. Also, the poverty risks 
associated to living in urban and 
rural areas are higher when the initial 
conditions are better. Finally, living 
in a favorable situation reduces 
relatively more income than self-
rated poverty. Enriquillo and El 
Valle present the highest difference 
between income poverty measured 

Figure 2.8: Self-Rated and Income Poverty Probabilities 
for the DR (changes in regions) 
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Note: The base category is indicated using a different pattern. The 
horizontal thick line represents the poverty incidence based on the 
minimum necessary income (40.12 percent), the dashed line stands 
for the proportion of individuals that self-rate as poor (34.14 
percent), and the thin line is the objective poverty incidence based 
on the traditional poverty line (33.97 percent). 
N.C. means Norcentral, N.E. means Nordeste, N.O. means 
Noroeste, and Enriq. means Enriquillo. 
Source: Own estimates based on the 2004 ENCOVI. 
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with objective and subjective poverty lines. 

2.34 All in all, income emerges as a sensible proxy measure of welfare and its determinants. 
The reduction of income poverty requires improvements in education, employment and living 
conditions, but also these factors carry important weights in the self-rated poverty of 
Dominicans. Programs to train, educate, or generate employment among the poor not only bring 
important income gains, but are also directly valued by these populations. Nonetheless, the 
differences in subjective welfare rankings for various segments of the Dominican population 
should remind policy makers of the significance of non-monetary aspects of welfare for these 
groups. 

THE GEOGRAPHY OF POVERTY AND INEQUALITY 

2.35 Poverty maps are important instruments to target pro-poor public policies (see Box 2.1 
for examples of poverty map development and use in LAC). In this section we present the results 
of an income-poverty map developed by the IDB that provides poverty and inequality measures 
for disaggregated geographic units, including municipalities. This allows for the identification of 
the areas with the highest concentration of income poverty and inequality, using techniques that 
combine data from the 2002 population Census and the 2004 ENCOVI household survey to 
characterize the geographic distribution of income poverty (Annex 2.4 for methodological 
details). As in other countries in the LAC region, income-based poverty maps can complement 
poverty maps based on living standards (unsatisfied basic needs, UBN), such as the DR’s official 
poverty map (Índice de Condiciones de Vida, ICV) developed in the past two years under an 
important effort of the Dominican government.  

2.36 While poverty is widespread and inequality is high, the geographical distribution of 
poverty and inequality reveals a great amount of heterogeneity. The complete results of the 
income-poverty map analysis are described further below and in Annex 2.4 to this Chapter, and 
they may be summarized as follows: 

• Geographic rankings of income and ICV poverty are correlated, but both capture different 
welfare dimensions. Transfers based on UBN poverty targeting tend to be less responsive 
to municipalities with entrenched pockets of income poverty. 

• The distribution of income poverty measures across the DR’s 225 municipalities shows 
that although poverty and extreme poverty are concentrated in the south-western areas of 
the country, more than 7 out of 10 municipalities are characterized by income poverty and 
extreme poverty incidence, depth and severity above national averages. 

• While 70 percent of residents in the four poorest provinces bordering Haiti (Elías Piña, 
Azua, Bahoruco, and San Juan) are income-poor, almost 40 percent are poor in the four 
least poor provinces (National District/Santo Domingo, Santiago, Salcedo, and La 
Romana). The National District has the lowest poverty rates but hosts the highest number 
of income-poor (26 percent of the total poor), while only 15.3 percent of the country’s 
poor live in Enriquillo and Del Valle. Municipality-level poverty headcounts are more 
geographically dispersed within the least poor and the poorest provinces. 

•  Higher average income per capita is associated with lower extreme poverty incidence and 
lower poverty (extreme poverty) gap in poorer municipalities than in richer municipalities. 
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Inequality appears to be playing a role in this non-linear relationship. In fact, the 
association between average per capita income and income inequality is U shaped at the 
municipal level. The extreme poverty reduction-income growth link at the municipality 
level appears to depend on initial inequality levels.  

  

Box 2.1: Poverty Map Development and Use: Some Examples from LAC 

Poverty reduction strategies and programs 
 
Nicaragua’s Strengthened Growth and Poverty 
Reduction Strategy (SGPRS) relied heavily on 
municipal-level poverty map (produced using the 
World Bank’s small-area estimation methodology) to 
allocate US$1.1 billion in capital spending over five 
years (2001-05). 
 
Brazil’s so-called Alvorada Program depended 
fundamentally on municipal-level poverty maps (based 
on UNDP’s Human Development Index) to allocate 
funding for poverty reduction initiatives totaling 11.6 
billion real (about US$4.2 billion) over three years 
(2000-02). 
 
Targeting of  investment programs and budget 
transfers to sub-national governments  
 
In Guatemala, the municipal-level poverty map (based 
on the World Bank’s small-area estimation 
methodology) helped to restructure the National Public 
Investment System (NPIS) and improved targeting of 
US$576 million in FY2002. The World Bank used the 
same poverty maps to develop a road strategy, which 
guided investment of about US$100 million. 
 
Nicaragua used its poverty maps to guide the 
distribution of US$140 million (2002-04) under its 
Emergency Social Investment Fund (FISE). This map 
also guided FISE’s selection of poor municipalities to 
receive cash transfers under an Inter-American 
Development Bank (IDB)-funded social safety net 
program, and preparation of Nicaragua’s 2001 national 
budget. 
 
Panama has applied poverty mapping (based on the 
World Bank’s small-area estimation methodology) to 
help target US$150 million (1997-2001) in 
expenditures by its Social Investment Fund (SIF). An 
updated poverty map was completed in 2005 with 
technical support from the IDB.  
 

 
 

In Peru a municipal-level poverty map (based on UBN 
methodology) guided allocation of US$560 million in 
social investment funds (1992-98) under its Fondo 
Nacional de Compensación y Desarrollo Social 
(FONCODES). Since 1999, the Peruvian Ministry of 
Economy and Finance (MEF) uses an updated poverty 
map based on World Bank methodology to improve 
targeting of its programs in urban areas. 
 
In Honduras a municipal-level poverty map (based on 
the World Bank’s small-area estimation methodology) 
was developed with IDB technical assistance, which 
has been used to identify municipalities with the 
highest incidence of extreme poverty under the 
“Comprehensive Social Safety Net Program”. 
 
Local-level decision-making 
 
In Ecuador a poverty map (based on the World Bank’s 
small-area estimation methodology) was developed at 
the canton and parish level. The Institute of Ecuadorian 
Studies used it to facilitate participatory development 
of 15- to 20-year local plans in various municipalities. 
 
Brazil’s largest state, Minas Gerais, is using poverty 
maps (based on a comprehensive set of human 
development indicators) to redistribute statewide tax 
revenues totaling US$1 billion annually from richer 
areas to poor municipalities and to invest in health, 
education, sanitation, and environmental conservation.  
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• The pattern of inequality shows characteristics that are different from what is observed in 
other counties. For example, at the municipality level, between 67 and 84 percent of total 
inequality is accounted by between-group rather than within-group differences, while the 
opposite is true at the provincial level. From a policy point of view, this result has 
important implications for the implementation of geographical targeting strategies. Rules 
for the distribution of those resources among municipalities ranked according to poverty 
measures should be devised to maximize the poverty reduction impact of any transfer of 
resources from the central government to local governments. 

• 128 out of the 225 municipalities in the country belong to the high poverty (above the 
national average) low inequality (below the national average) group. These municipalities 
are characterized by low population density, and account for 41 percent of the total poor in 
the country. On the other extreme, low poverty-low inequality municipalities represent 
only 11 percent of all municipalities. However, since the size of the population residing in 
these municipalities is relatively important (32 percent of the country’s total population), 
they account for the second biggest share (27 percent) of all the poor in the country.. 

2.37 Why two maps?: Complementarities and differences between the ICV and income 
poverty maps. The ICV and income 
poverty maps offer complementary 
targeting tools. The DR’s official ICV 
poverty map captures a geographic welfare 
landscape more related to differences in 
unsatisfied basic needs (UBNs) across 
locations, such as access to basic services 
and dwellings’ conditions.6 It reflects 
structural aspects of poverty more related 
to households’ physical assets (e.g., 
housing quality, access to water), which 
are more sensitive to investments in basic 
infrastructure and policies that promote 
their accumulation. The income poverty 
map captures welfare from the perspective 
of current income generation and 
consumption capacity. Therefore, it is more 
sensitive to economic cycle fluctuations 
and policies aimed at increasing the skills 
of the poor, employment, and minimum 
income protection against risks. Additionally, the income poverty map is better suited to study 
geographic differences in the distribution of welfare through indicators such as the poverty gap 
and severity and income inequality. 

2.38 Figure 2.9 shows the relationship between the rankings of municipalities according to 
their ICV and income poverty rates (FGT0). The dots represent municipalities, and in each axis 

 

6 See Annex 2.4 

Figure 2.9: ICV Ranking of Municipalities 
According to ICV and Income FGT0 
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municipalities are ordered from the highest to the lowest poverty rates according to the ICV and 
to income poverty classifications of households. If the two maps were capturing the same 
dimensions of poverty, the great majority of municipalities would fall neatly in a 45o line. 
Clearly, they do not, the divergence in rankings being larger among municipalities with moderate 
rates of ICV and income poverty.7 That is, municipalities that are very poor in terms of UBNs 
are also very income-poor, while a municipality where say 40 percent of households are income-
poor could have from 35 to 85 percent of poor households according to the ICV index. This does 
not mean that one map is better than the other; it simply confirms that they are capturing 
different welfare dimensions. 

2.39 Thus, each map or a combination of the two could be used alternatively to target different 
types of intervention/programs and to monitor the evolution of the different aspects of poverty 
they reflect and the impact of related public policies. The income poverty map might be more 
useful to target interventions related to income transfers or income generation activities, and to 
track down the impact of economic growth on different localities. The ICV poverty map is better 
fit to target investments in basic infrastructure, and to monitor progress in closing municipal gaps 
in living conditions. Multisectoral projects and monitoring of the national poverty reduction 
strategy would benefit from exploiting the information derived from both maps. 
 
2.40 Mapping income poverty and inequality: Different lives, same country, same province. 
Although the DR is a small country, important differences in income poverty and inequality 
indicators can be observed between and within regions, provinces and municipalities. A child 
born in the provinces along the Haitian border faces more doomed income prospects than if 
he/she were born in Santo Domingo. However, despite potentially better mobility opportunities, 
he/she may face similar prospects in some localities of the National District. A salient feature of 
the DR is that a large portion of the country’s income inequality reflects income differences 
between municipalities, so that provinces mask considerable within-group differences in living 
standards. As discussed below, this has important implications for the process of regional 
allocation of public investments. The specific results are illustrated below. 
 

 

7 The rank correlation coefficient between ICV and income poverty headcounts is 0.64. 
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2.41 Table 2.3 and Figure 2.10 show the income poverty rankings and various poverty 
measures by provinces. While 70 percent of residents in the four poorest provinces bordering 
Haiti (Elías Piña, Azua, Baoruco and San Juan) are income-poor, almost 40 percent are poor in 
the four least poor provinces (National District/Santo Domingo, Santiago, Salcedo, and La 
Romana). Poverty depth and severity are also higher in the area bordering with Haiti. That is, the 
majority of these populations fall far below minimum subsistence levels. The National District 
has the lowest poverty rates, but hosts the highest number of income-poor (26 percent of the total 
poor), while only 15.3 percent of the country’s poor live in Enriquillo and Del Valle. 

2.42 Are the poorest municipalities located in certain provinces or dispersed throughout the 
country? Figure 2.11 shows the municipalities and the provinces they belong to, both ordered by 
their income poverty rates. While the poorest municipalities tend to concentrate in the poorest 
provinces (the dots move up along the 45o line), poverty rates vary significantly and consistently 
within municipalities in the same province (the dots align above and below the 45o line). For 
example, in provinces with a 40 percent poverty headcount, we find municipalities with poverty 

Table 2.3: Poverty Measures and Share of 
Total Poor by Province 

Figure 2.10: Poverty Incidence by Province 
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Samana 43.3 18.0 10.1 1.1
San Cristobal 49.5 21.7 12.4 7.0
San Jose de Ocoa 63.0 30.1 18.0 1.0
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rates ranging from 32 to about 58 percent. Differences in municipality poverty rates reach up to 
30 percentage points within the very poor provinces of San Juan, Bahoruco and Azua. 
 

2.43 Income inequality also 
varies considerably across 
localities. Figure 2.12 shows that 
the provinces with the highest 
income inequality are Dajabón, 
Santiago Rodríguez and Monte 
Cristi (Gini coefficients above 0.6), 
while Espaillat, Independencia, 
Bahoruco and Pedernales have the 
lowest income inequality (Ginis 
below 0.47, which is still relatively 
high). At the municipal level, the 
association between average per 
capita income and Gini inequality 
seems to be U shaped: while high 
income municipalities tend to be 
much more unequal at lower levels 
of average incomes, the 
relationship is less clear and there 
may be even an income threshold beyond which higher inequality is associated with lower 
average income levels (Figure 2.13). Using as benchmarks the municipal average per capita 
income level and the average inequality (solid lines in Figure 2.14), municipalities could be 
grouped as follows: 

• Low income – high inequality (LInc-HI) group. A number of municipalities of the Dajabón, 
and Monseñor Nouel provinces belong to this group. 

• High income - high inequality (HInc-HI) group. Many municipalities of Santiago Rodriguez, 
Sanchez Ramirez, Monte Cristi and Valverde provinces belong to this group. 

• Low income - low inequality (LInc-LI) group. Comprising the majority of municipalities, 
particularly of Peravia, San Cristóbal, Monte Plata, San José de Ocoa, Elías Piña, San Juan, 
Bahoruco, Barahona, Independencia, and Hato Mayor. 

• High income - low inequality (HInc-LI) group. The few municipalities in this group are 
capital provinces such as Santo Domingo, Duarte, Salcedo, Puerto Plata, and Santiago. 

 

 

 

 

Figure 2.11: Provinces and Municipalities (within each 
province) Ranked According to Poverty Rates 
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Source: Own estimates based on the 2002 Census and the 2004 
ENCOVI. 
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Figure 2.12: Gini Inequality by Province Figure 2.13: Inequality and Income 
(Municipalities) 
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Contrary to other countries, 67 to 84 percent of income inequality is explained by income gaps 
across municipalities rather than by within-municipality differentials (Annex 2.4, Table A.2.4.5). 
Therefore, to maximize the poverty reduction impact of any transfer of resources from the 
central government to local governments it is recommended that municipalities and not 
provinces be used as geographical units of reference. Additionally, formulas that take into 
consideration municipality-level poverty measures are needed to ensure that the channeling of 
resources to municipalities is overall pro-poor (Box 2.2). 

Box 2.2:  Transfers to Sub-National Governments in the DR 

 
In the Dominican Republic, by Law, the general-purpose transfer should be distributed among municipalities 
according to population. No municipality however can receive less than RD$150,000 indexed annually 
following the inflation rate. The Dominican League of Municipalities can decide to allocate 2.75 percent of the 
total amount of transfers to "least favored" municipalities. Besides the legislated general revenue sharing 
system, there appears to be very large discretionary budget transfers that do not clearly appear in the official 
budget numbers. This makes calculating the actual fiscal transfers to provinces and municipalities in the DR 
nearly impossible.  Fiscal transfers are not explicitly linked to new sub-national government responsibilities or 
sector results.  
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2.44 Figure 2.14 illustrates the interaction between average incomes, poverty and inequality at 
the local level.8 Poverty (especially extreme poverty) is lower in municipalities with higher 
average incomes, but the link seems mediated by inequality. Municipalities with an average 
income far below the national average have higher poverty. However, relatively richer 
municipalities perform below and above national poverty levels, which suggests a role of high 
local inequality on the impact of per capita income gains on poverty reduction. 

 
Figure 2.14: Association Between Poverty Measures and Average Per Capita Income 

(Municipalities) 
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Note: FGT0= poverty headcount; FGT1=poverty gap. 
Source: Own estimates based on the 2002 Census and the 2004 ENCOVI.  
 

 

8 This is mainly illustrative, since the income, poverty and inequality municipal statistics are correlated by 
construction, given that they are estimated from the same underlying income models. 
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2.45 The municipal data does not suggest a clear cut correlation between poverty and 
inequality levels. While in a majority of municipalities high levels of poverty are associated with 
lower inequality, in many, low poverty incidence coexists with high inequality. The two graphs 
on the left (right) of Figure 2.15 show the association between (extreme) municipality poverty 
incidence and gap and inequality measures with national averages (solid lines). Taking national 
averages as benchmarks, four groups (quadrants) of municipalities can be identified: 

• High poverty – Low inequality municipalities (HP-LI group). This group comprises 57 
percent of the 225 municipalities. These municipalities are characterized by low population 
density (32 percent of the population), where half of it is rural (45 percent for the country). 
The poor residing in these municipalities represent 41 percent of the total poor in the country. 
Most of the municipalities of Valdesia and Enriquillo regions belong to this group, as well as 
a large number of municipalities in the provinces of San Juan and Santiago. 

• High poverty – high inequality municipalities (HP-HI group). Comprises 25 percent of all 
municipalities (including all the municipalities of Dajabón, Sanchez Ramirez, Monte Cristi 
and Santiago Rodríguez), 18 percent of the total poor in the country, and also has low 
population density, of which half live in rural areas. The difference with those in the HP-LI 
group is the coexistence of a large number of poor and a small elite of wealthier individuals. 

• Low poverty – Low inequality municipalities (LP-LI group). Represents 11 percent of all 
municipalities, including San Francisco de Macorís, Santo Domingo (East, West and North), 
Salcedo and Moca. They host 32 percent of the country’s population, and in spite of lower 
poverty headcounts, they have the second biggest share (27 percent) of all the poor in the 
country. 

• Low poverty – High inequality municipalities (LP-HI group). Only 8 percent of 
municipalities belong to this group, including the National District as well as Sanchez and 
Las Terrena in Samana, among other exclusively urban (89 percent) localities. Here reside 20 
percent of the country’s total population, and 15 percent of all the poor in the country. 

2.46 It should be stressed, however, that both these and the results below are not meant to 
describe causal correlations, but simply highlight how the interaction of poverty and inequality at 
the local level can inform social investment allocations across regions. For example, in high 
poverty and high inequality municipalities, there might be a greater risk of elite capture of local 
public investments.  

2.47 What is the socio-economic profile of municipalities in each of these four groups? 
Regression (multinomial logit) analysis reveals the following municipal characteristics as the 
best predictors of whether a municipality falls in one of the groups (Table A.2.4.6 for detailed 
results): 

• Higher average years of education and literacy rates of households’ heads, a higher share of 
households receiving remittances, greater access to electricity, and a lower share of 
households’ heads working in agriculture are all associated with lower poverty, regardless of 
the inequality level of the municipality. 

• A higher share of self-employed households’ heads or salaried workers employed in 
medium/big-size firms, and a higher share of households with access to electricity are 
positively correlated with lower poverty, among low inequality municipalities. The share of 
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Haitian households residing in a municipality is strongly correlated with low poverty 
incidence among low inequality municipalities, that is, Haitians seem more likely to reside in 
high income municipalities where job opportunities are better. 

• A lower share of households with members residing abroad is positively correlated with low 
poverty incidence regardless of inequality. A greater share of households using gas for 
cooking is positively correlated with higher poverty incidence; the same is true for the share 
of urban population, though the correlation is weak. 

Figure 2.15: Association Between Inequality and Poverty Measures at the Municipality Level 
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Source:  Own estimates based on the 2002 Census and the 2004 ENCOVI. 

2.48 The results confirm the importance of key policy-levers to reduce poverty and inequality 
at the municipal level. Policies that increase education achievements and access to basic 
infrastructure services, reduce remittance transaction costs, support self-employment, stimulate 
non-farm activities in the rural areas, and create a favorable business climate to attract 
investment for the growth of medium and big-size firms are associated with potentially high 
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poverty impacts.  Many localities on the Haitian border may be caught in poverty traps 
(Azariadis (2004)). In many of these localities, poor basic infrastructure, harsh natural resource 
endowments, low returns to human capital, and ineffective protection from natural and 
idiosyncratic risks, can all prevent very poor households from engaging in higher yield economic 
activities and long term investments in human capital. Low incomes also limit the demand for 
local goods and services. Raising consumption levels through growth alone may be insufficient, 
and targeted interventions may be needed to increase the incomes of the poor in these areas. 

2.49 Whether residents of these areas can escape poverty traps depends on the diversification 
out of low productivity activities, particularly agriculture in rural areas, and on the degree of 
mobility, i.e., migration. A key factor limiting mobility opportunities both within poor regions 
and from poor to better off locations is labor productivity. This, in turn, largely depends on the 
ability of the poor to develop human capital and effectively utilize it in labor markets. These 
issues are analyzed in detail in Chapters 3 and 4. 

Box 2.3: Profile of Dominican Remittance Senders and Recipients 

The profile of Dominican remittance senders and recipients was analyzed in two studies done by Bendixen 
& Associates, which included 801 national interviews and 567 interviews of regular remittance senders in 
New York, New Jersey, Florida, Massachusetts and Rhode Island and in another study, which included 
2999 national interviews and 1133 interviews of regular Dominican remittance recipients. Approximately 
710,000 Dominican adults living in the United States send about 1.6 billion to their families on a yearly 
basis and those who live in Europe, Puerto Rico or the rest of the world send $1.1 billion total.  
 
Remittance Sender 
Fifty eight percent of the Dominican remittance senders in the study are women and are between the ages 
of 36-49 years old. They also earn less than $20,000, are high school graduates, mainly reside in New York 
and have lived in the United States for more than ten years. The study found that seventy percent of the 
estimated 1 million (U.S. Census 2003) Dominican adults in the United States send remittances about 
fifteen times per year. Each remittance averages approximately $150 per month and is sent usually by 
international money transfer companies, such as Western Union and Money Gram.  
 
Remittance Recipient 
Thirty eight percent of Dominican adults receive remittances on a regular basis ten times a year. They earn 
$100-$200 per month, have some high school or some college education, are female and are between ages 
of 18-35. Most of the remittances received come from the United States, Spain and the Caribbean. Usually 
the remittances that have been sent for more than five years come from a particular relative living in the 
United States. If remittances are received for three to five years, then they usually come from the 
Caribbean, Europe or Latin American countries. 
 
According to the survey of the Dominican remittance recipients, the average remittance recipient receives 
$141 and 72% receive their money by an international money transfer company. Sixty percent of the 
money is used on daily expenses, such as food and housing and seventeen percent is used on education.   
 
As one can observe, there is a discrepancy in the two surveys between the amount of remittances sent, $150 
and the amount of money received, $141. In addition, there is a discrepancy in the number of times money 
is sent, 15 and the number of times money is received, 10. In other sources, the figures in the amount 
remitted are also distinct. According to the National Monetary Transmitters Associations, the 2003 average 
monthly amount remitted by Dominicans living in the United States is $181. The 2004 ENCOVI report that 
remittance recipients receive $203 per month, while ENFT 2004 reports $98. These discrepancies reflect 
the need to improve methodology to collect information and statistical data on remittances.  
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Box 2.4: Economic Impact of Remittances  

In 2004, remittances in Latin America were over US$45 billion. This amount exceeded the Foreign Direct 
Investment and net Official Development Assistance combined. In the Dominican Republic, remittances in 
2003 were more than twice as high as FDI (US$2.3 billion compared to US$1 billion). Remittances in the 
Dominican Republic also account for between 11% and 9% of their GDP and have become one of the 
largest and most stable source of foreign capital in the region. In 2004, Dominicans living abroad sent 
US$2.7 billion in remittances to their country. It is clear that remittances are an importance source of 
income in Latin America, representing between three and twenty percent of national incomes. Remittances 
help narrow the balance of payments (e.g. trade gap) between the migrant’s homeland and the United 
States. Furthermore, remittances also increase the recipients’ per capita income therefore reducing the 
extreme poverty statistics and may provide safety nets during difficult times. In addition to sending 
remittances to the migrant’s place of origin, there are other sources of revenue from migrants and economic 
growth that can be exploited; such as tourism, transportation, telecommunication, nostalgic trade and 
savings and investment. 
 
Tourism 
Nearly thirty percent of tourists who traveled to the Dominican Republic in 2003 were Dominicans living 
primarily in the United States. On average they stay fifteen days and spend about US$65 daily. According 
to the Tourist Authority no programs are being implemented to target the Dominican tourist market, such as 
promoting tour packages, trips, and real estate in coastal areas.  
 
Transportation 
Annual flights to Santo Domingo carry almost 140,000 people from John F. Kennedy airport in New York 
and another 95,000 travel from Miami. Most of these travelers are predominately Dominicans. American 
Airlines has the most extensive service to the D.R. It flies nonstop from New York and Miami to Santo 
Domingo, Puerto Plata, Punta Cana, and La Romana/Casa de Campo Airport and offers connections to both 
Santo Domingo and Puerto Plata from San Juan, Puerto Rico.  
 
Telecommunication  
Sixty percent of Dominicans residing in the United States call their relatives in the DR two or more times 
per week for periods, which last more than 30 minutes per phone call. In 2002, there were 1,005,737,128 
total minutes between the United States and the DR. This generated $149,761,218 in the U.S. and 
US$41,348,782 in the Dominican Republic. 
 
Nostalgic Trade 
Dominicans in the United States who purchase the top six products from their home country, such as rum, 
cigars, tamales, bread, tea, and cheese, stimulate growth in the nostalgic industries. Not only does 
purchasing these products is a good way of maintaining cultural traditions, but it also generates revenue for 
their country. 
 
Savings and Investment 
According to the Bendixen 2004 Survey, remittances receivers in the DR spend 17% of their remittances on 
education, they save 5%, invest 5% in small businesses and invest 4% on housing. Just in education alone, 
remittances may fuel as much as US$460 million in private expenditure in the sector. 
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Box 2.5: LAC Initiatives Involving Remittances 

As remittances are having more developmental impact in Latin America and the Caribbean, more initiatives are 
being organized to create better methods to transfer remittances at lowered charges, provide a sense of community to 
immigrants and improve social conditions in their homeland.  
 
IRnet: In cooperation with the World Council for Credit Unions, Inc., El Salvador, Guatemala, Honduras and 
Mexico, initiated the IRnet system. IRnet system is an electronic funds transfer service which provides members a 
safe and inexpensive way to send money overseas or domestically.  IRnet provides service to over 40 countries in 
Latin America, Asia, Africa and Europe and people can receive money at over 3,000 locations in 36 U.S. states. 
Funds can be picked up at credit unions in El Salvador, Guatemala, Honduras and Mexico. Just in Mexico alone, 
funds can be received at over 7,200 locations at Caja Popular Mexicana, Bancomer, Banorte and many more. In 
addition, credit union members in the U.S. can send up to $1,000 to Mexico, El Salvador and Guatemala for only 
US$10. This pricing is substantially lower than leading commercial wire transfer agencies and the recipient is not 
charged any fees. Furthermore, the recipient does not have to be a member of the paying credit union, but with an 
account, ATM machines can be used to retrieve the funds.  
 
Hometown Associations (HTAs): As immigrants adjust to life in the United States, they seek to retain cultural ties 
with their place of origin by forming a hometown association. Members of these associations, known as “clubs,” 
seek to promote the well-being of their community both in the United States and in their homeland by transferring 
money and other resources to their shared community in their country. Not only will club members have a sense of 
community, but they will also help improve social conditions in their place of origin. Many HTAs are involved in 
activities, such as charitable aid, road construction and pavement, electrification, investment, and construction of 
school and health facilities.   
 
Mexico 
Club Peguerenses, formed in 1981 in California, evolved from a Peguerense soccer team, who donated an 
ambulance to their hometown because there was no way to transport an injured person to the hospital. In addition, 
they provide scholarships to students in middle and high school in both Pegueros, Jalisco and in the United States. 
Furthermore, the club provides education to 57 children with developmental problems in Pegueros. 
 
3x1 programs is a matching-grant program that involves Mexican immigrants’ philanthropic associations and three 
levels (federal, state, and municipal) of the Mexican government in HTA activities. The three levels of government 
each contribute a dollar for each dollar raised by the HTAs. The HTAs may raise money in the United States by 
sponsoring raffles, dances, rodeos, donations, or membership dues. 
 
• Club El Plateado, founded in Chicago in 1999 and is part of the Federación de Clubes Unidos Zacatecanos in 
Illinois, paved a 58-kilometer road which connected six towns in the Zacatecas area. The road was constructed with 
a 3x1 program and an investment of $150,000. The club is also building a saw mill in order to create 100 new jobs 
in the community. In addition, it donated a mobile clinic to the community and provided computers and internet 
access to a local school.  
 
• Club Temastián de Hernádez, founded in California about 10 years ago, constructed a health center in the state 
of Jalisco under the auspices of the 3x1 program. Once the healthcare center was completed, the club donated 
medical supplies and equipment to the center. 
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Box 2.5: LAC Initiatives Involving Remittances (Continued) 

El Salvador 
El Comité ProPaz y Reconstrucción de Cacaotera (COPRECA) in Los Angeles founded in 1992 works on projects 
for the Cacaotera community.  The club has raised money for medical and emergency donations by organizing 
dances and by member monthly quotas.  COPRECA has also worked on the reconstruction of a health clinic and 
bought a ambulance for the town. Their latest project is constructing a children’s daycare center. 
 
Comunidad Unida de Chinameca created in 1991 in Washington, D.C. assists the city of Chinameca with projects 
such as, building a school with a $5,000 grant; the construction of a water septic tank costing $10,000; constructing 
a laundry facility which contains 200 lavenderos (laundry utilities). The Comunidad on average raises US$30,000 
per year through fundraising events. 
 
United Committee for Intipuca works on projects in their hometown such as, purchasing ambulances, paving streets 
and helping build a stadium. This group donates at least $10,000 a year to their hometown community and maintains 
a savings account of at least $30,000 for future investments. 
 
Dominican Republic  
Though not as developed as the Mexican and El Salvadoran HTAs, there are several Dominican HTAs in Boston 
and Queens and Brooklyn, New York. Many of them have their home base near the highlands and in Santiago. 
Similar to other HTAs, their projects range from donations to building healthcare centers. More involvement of the 
government is important in order to finance larger projects. 
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3. EMPLOYMENT OPPORTUNITIES IN URBAN AND RURAL LABOR MARKETS  

Since labor is the main asset of the poor, labor markets are essential for poverty 
reduction and inequality. This Chapter assesses the extent to which the Dominican poor 
are able to leverage their skills into well-paid jobs in urban and rural labor markets. 
Employment and earnings have registered significant changes due to the labor market 
transition resulting from the DR’s growth strategy and labor supply dynamics. In this 
context, the chapter first examines changes in labor force participation, employment and 
earnings through the high growth period of the late 1990s and the economic crisis of 
2002-2004. Second, the chapter analyzes the profile and the determinants of earnings for 
urban formal and informal workers as well as for migrants. The analysis indicates that 
the urban self-employed enjoy similar for their skills than those of formal salaried 
employees which explains why the DR exhibits the highest rate of self-employment in the 
LAC region. However, the analysis unveils significant earnings differentials between 
formal employees and informal employees that cannot be explained by their measured 
human capital or labor market characteristics. On the other hand, earnings differentials 
between migrants and non-migrants are relatively narrow given differences in their 
levels of human capital. Both urban-urban migration and rural-urban migration appear 
effective in enhancing earnings of migrants. Third, rural employment in the DR has 
shifted from farm activities to non-farm activities. Recent studies suggest that the 
agricultural expansion in the LAC region might be less pro-poor than growth in the non-
farm rural economy.1 The chapter analyzes the impact of socio-economic factors on the 
participation in non-farm and farm rural employment in the DR, as well as the earnings 
performance of workers in the two sectors. The analysis finds that rural labor markets in 
the DR appear segmented in two sectors: the more dynamic and better-paid (though 
fairly heterogeneous) non-farm rural sector and the traditional lower-paid, sluggish farm 
sector. Better educated, older workers living nearer to urban areas are more likely to be 
in the better paid non-farm activities. Completion of at least basic education and better 
access to basic infrastructure are key to increase rural earnings. The findings suggest 
that a strategy to promote poverty reduction and equality should include interventions 
for: expanding access to job opportunities in growing urban sectors; facilitating labor 
mobility and equal opportunity for men, women, and youth; ensuring basic education 
completion; promoting increases in productivity for small and micro-enterprises; and 
investing in basic infrastructure to facilitate transitions from farm to non-farm activities.  

LABOR SUPPLY TRENDS: 1997-2004 

3.1 Since the 1990s, the DR has been undergoing a labor market transition due to labor 
supply dynamics and labor demand shifts from its growth strategy (World Bank, 2005a). Since 
1997, the labor market has experienced the impact of high growth and the recent financial crisis. 
The resulting urban labor markets trends are discussed below and can be summarized as follows:  

• Labor supply has been very dynamic in the last decade, reflecting the country’s fast 
demographic transition. The result is a noticeable increase in new participants, 
specifically women and youth.    

                                                 
1 World Bank (2005d).  
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• There have been important migration flows between 1997-2004, both domestic and 
international, towards high growth areas. Most migrants perform well in urban labor 
markets given their characteristics. 

• Employment has shifted from commerce and transportation towards manufacturing in 
Free Trade Zones (FTZs), construction, and tourism during 1997-2002. After 2003, 
manufacturing in FTZs experienced a decline and lay-offs.  

• Workers —especially young individuals without any tertiary education, and women— 
face high levels of unemployment, in spite of changes in average real wages and high 
rates of economic growth. 

• Average real wages declined significantly during the 2002-2004 economic crisis, and 
remained stagnant during the economic stabilization.   

• There are large earning differentials by individual characteristics, especially by education 
levels (completing tertiary) and across economic activity (construction). There are also 
large differentials across formal salaried, informal salaried, and self-employed workers. 

• Earnings gaps across regions and urban/rural settings prevail in spite of migration flows, 
but are lower than in most Latin American and Caribbean (LAC) countries.   

 

3.2 The dynamics of labor supply: Women and youth are getting on board. The DR is 
undergoing a rapid demographic transition and is currently at a stage of low mortality, falling 
fertility, and declining population growth (Inter American Development Bank, 2004). In 1960, 
the fertility rate reached 7.3 live children per woman. Since then, fertility rates have experienced 
a sharp decline to reach 3.2 live children per woman in 1990, and 2.7 in 2005. As a consequence, 
the population growth rate is approaching those of developed countries (1.8 percent between 
1993 and 2002). The short and medium term implication for labor supply is an increase in the 
number of individuals who are reaching working age, thus expanding the pool of potential job 
seekers, i.e., the expansion of the labor force. 

3.3 During the first stages of the demographic transition towards low mortality and low 
population growth, dependency rates decrease, creating a window of opportunity for expanding 
savings and channeling funds to pensions. This transition is also an opportunity to upgrade the 
skills of the labor force through focusing on education and training for new entrants. For the DR 
and other LAC countries at a similar stage of demographic transition, this window of opportunity 
will be closing between 2015 and 2020.    

3.4 In addition to these secular trends, there is evidence that households expanded labor force 
participation as a consumption smoothing mechanism during the 2002-04 economic crisis.2 
Overall labor force participation increased from 50 percent of all working age population, in 

                                                 
2 Labor market participation depends both on the expected wage versus the reservation wage (implicit value of 
leisure or time at home), which is affected by total household income. During economic expansions (downturns), the 
expected wage may increase (decline), motivating some household members to look for a job (stay home). However, 
total household income may also increase (fall), lowering (increasing) the need to work to cover consumption needs.  
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1997 52 percent in 2004. Most of the increase was registered in urban areas, especially workers 
aged 20-49 (Figure 3.1). The increase in labor force participation, especially among the poorest 
and unskilled, may have been dampened by lack of information about job opportunities due to 
insufficient labor intermediation services. The total labor force was approximately 3.8 million 
Dominicans by 2004 according to the National Labor Force Survey (Encuesta Nacional de 
Fuerza de Trabajo, ENFT).  

Figure 3.1 : Labor Force Participation Rates  – Urban Population 

Dominican Republic Participation Rates by Age -Urban
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Dominican Republic: Male and Female Labor Force 
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Source: Own estimates based on the ENFT.  
 

3.5 An important change in the composition of labor supply is the increase in female labor 
force participation due to the impact of secular trends such as augmented access to education for 
girls, urbanization, and fertility reduction. Expanding female labor force participation has also 
been a household mechanism to cope with the recent crisis. Urban female labor force 
participation increased from 35.3 percent of all working age women in 1997 and to 45 percent in 
2004. Figure 3.1 shows female labor force participation by age group. Although women, in 
general, have much lower labor force participation than men, young women between 10-29 years 
old register closer participation rates to those of young men.   

3.6 An important dimension of labor supply is its linkage with poverty at the household level. 
Annex 3.1 contains statistics of urban labor force participation by household income for both 
men and women (Tables A.3.1.1 and A.3.1.2). Labor force participation rates are larger for 
medium and high income households, reflecting the fact that poorer households have younger 
dependents. These figures also indicate that households may expand or contract labor supply as a 
reaction to the economic cycle. Between 1997 and 2002 the economy was growing rapidly, and 
male labor force participation increased for the poorest groups. Female labor force participation 
soared for all groups. During the 2002-2004 economic crisis, male labor force participation 
increased significantly for one of the poorest groups, and female labor force participation 
registered moderate increases for three of the poorest groups.  

3.7 Voting with their feet: migration flows and the profile of migrants. Absolute migration 
flows in the DR are very high. According to census data, in 2002 approximately 2.3 million 
people were living in a province other than the one where they were born. Figure 3.2 shows the 
provinces with the largest percentage of outgoing and incoming migration flows. Four of the ten 
main sources of migrants are also among the ten main attraction poles, and almost all other 
provinces with high emigration flows display high immigration flows as well, emphasizing the 
very high mobility of these provinces. The only exception is San Juan, the largest source of 
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migrants. The fact that this province has the country’s fourth highest poverty incidence (Chapter 
2), and high unemployment rates, may help explain why San Juan is a net source of migration. 

 

Figure 3.2  Migration Flows in the DR  
by Destination and Origin, 2002 (% of total migration) 
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Source: 2002 Census. 

 
3.8  An overwhelming majority of urban migrants moved to the National District, registering 
migrant inflows over six times higher than those of the other two important urban attraction 
poles, Este and Norcentral (Table 3.1). Large groups of migrants in urban areas have 
characteristics that favor labor force participation and earnings opportunities. In 2004, more than 
38 percent of migrants were between 20 and 39 years old. More than 56 percent of urban 
migrants were male, and a large percentage had completed secondary education.3 

Table 3.1: Urban Migrants by Region, 2004 (%) 

National District 58.2 
Valdesia 6.2 
Este 10.1 
Nordeste 3.0 
Cibao Central 3.7 
Norcentral 11.6 
Noroeste 3.3 
Del Valle 2.5 
Enriquillo 1.5 
Source: Own estimates based on the ENFT. 

 
 
3.9 As a result of these flows, migrants made up 44.4 percent of the urban labor force in 2004 
(Table 3.2). A large, and increasing, fraction of urban migrants come from other urban areas, 
while the percentage of migrants from rural areas has decreased. According to ENFT data, the 
percentage of foreign migrants has increased, but it only amounts to 5 percent of the labor force. 

                                                 
3 Foreign migrants include Haitians but not exclusively. Box 3.1 summarizes data issues regarding Haitian 
immigrants. 
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However, these figures may be affected by sampling problems of the Haitian population living in 
the DR within the ENFT (see Box 3.1). 

 

Table 3.2: Migrants as Share of Urban Labor Force (%) 

 2004 2002 1997 

All Migrants  44.4 39.5 44.8 

Foreign Migrants 5.0 2.5 1.4 

Rural Migrants  11.9 13.2 17.5 

Urban Migrants 27.5 23.8 35.9  
Note: The figures for 1997 and 2002-2004 are not strictly comparable due to differences in the ENFT 
population expansion factors. 

Source: Own estimates based on the ENFT. 

 
3.10 International migration in the DR is characterized by heavy outflows of Dominican 
nationals to the United States (U.S.) and Europe and heavy inflows of workers from Haiti (See 
Box 3.1). The United Nations Population Division projected a net migration rate for the period 
2000-2005 of -1.4, which is close to the average in the LAC region. In terms of the number of 
foreigners living in the DR, ENFT data indicates that it has increased, but it only amounts to 5 
percent (see Box 3.1). There are two very distinct groups of foreign migrants: migrants of 
Haitian origin, on the one hand, and migrants from Central America and the Caribbean, the rest 
of Latin America, and the rest of the world, on the other. The latter group is predominantly 
located in urban areas, and is characterized by very high skill level, with over 66 percent having 
a university degree and 80 percent performing white collar activities. Despite very serious data 
limitations, the characteristics of Haitian migrants, particularly with regards to those in the labor 
market, are described in Box 3.1.  

Labor Demand: The Role of Micro, Small, and Medium Enterprises  
 

• Microenterprises have generated the bulk of employment in the DR, albeit at low 
wages. Small and Medium Enterprises (SMEs) also have great quality employment 
generation potential thanks to the use of advanced technologies and more skilled 
workers. 

• Promoting increases in productivity for micro and SMEs would enhance job 
opportunities and earnings.  

 
3.11 The other force affecting labor market trends in the DR is changing labor demand. In the 
last decade, small and medium enterprises (SMEs) have received special attention from policy 
makers in the DR, since these firms are generally labor-intensive and contribute significantly to 
employment generation. Here we present some salient features of SMEs in the DR based on 
ongoing work by Guzman and Ortiz (2005).  
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Box 3.1: Haitians in the DR: A Force to Be Reckoned With  

The study of Haitian migrants is severely constrained by the lack of reliable information available about this group. 
To date, no census or national survey has properly captured the Haitian population living in the DR, and, aside from 
anecdotal evidence and some work by NGOs, very little is known with certainty about these migrants. For instance, 
estimates of the number of Haitians living in the DR vary from 400,000 to one million, with half a million being the 
most commonly used guess-estimate. Yet, according to the 2002 census, the number of Haitians living in the DR is 
around 62,000; while in the 2004 ENFT it is almost 113,000.a Besides the coverage problem, it is unclear to what 
extent the samples of Haitians in the census and the ENFT are representative of this group of migrants, or even if 
the sample weights needed to derive population estimates appropriately consider Haitians. As a consequence, 
though the need for a thorough examination of the characteristics of this group of migrants is vital to fully gauge the 
impact that a migration flow of this magnitude has on the Dominican labor market fabric, any analysis utilizing the 
available data is likely to yield incomplete or biased results.  
 
Taking into account this important caveat, this analysis attempts to draw a profile of Haitians in the DR, and 
compares characteristics of Haitians who participate in the labor market with Dominican workers. The data used 
includes information from a survey of 3,000 Haitian households in the DR conducted by the International 
Organization for Migration (IOM) and the Latin American Faculty of Social Sciences (FLACSO) in 2002. Despite 
limitations of coverage and design, the IOM-FLACSO survey is a relevant source of information, as it was 
specifically designed to provide a demographic snapshot on migrant flows from Haiti to the DR, as well as on 
Haitians already living in the country. Where consistent, some indicators from the 2002 ENFT are used to 
complement the IOM-FLACSO information. For Dominican workers, data from the ENFT is used. 
 
According to the IOM-FLACSO survey, Haitian nationals living in the DR in 2002 were overwhelmingly male, 
relatively young, and had low levels of schooling. In 2002, 76 percent of Haitian migrants were men, though survey 
evidence suggests that the flow of female migrants has been significantly increasing. In addition, female migration 
trends seem to be changing considerably, as an increasing rate of Haitian women are migrating independently and 
with a firmer intention to permanently settle in the DR than their male counterparts. This trend may in part be 
related to increasing job opportunities for Haitian migrants in urban areas (detailed below). In terms of age, 81 
percent of Haitian migrants were under 40 years old. On average, men were younger than women. The average level 
of education of Haitians in the DR was higher than in Haiti: 57 percent attended some level of school and knew how 
to write and read in Creole, but only 29 percent could do so in Spanish. These levels of schooling were considerably 
below those of Dominicans, 80 percent of whom had attended some level of school and 77 percent of whom could 
read and write in Spanish (Chapter 4). From the available data, it is not possible to determine whether in 2002 most 
Haitians were living in urban or rural areas. On the one hand, the IOM-FLACSO survey established that 61 percent 
of Haitians resided in urban areas in 2002, whereas data from the ENFT indicates that 77 percent of Haitians lived 
in rural areas the same year (the latter being more consistent with anecdotal evidence). As explained before, these 
figures are mere approximations and caution should be exercised when referring to them as  both the ENFT and the 
IOM-FLACSO data may be affected by sampling issues which may lead to over or under representation of the 
Haitian population living in the DR. 
 
In 2002, 70 percent of Haitians were employed (81 percent of male and 33 percent of female migrants), compared to 
88 percent of Dominicans. Data from both the IOM-FLACSO and the ENFTs point to a diversification of the 
economic activities employing Haitians. The majority of Haitians still work in the agricultural sector (41 percent). 
Though many still work in the sugar industry (zafra) that traditionally employed them, an increasing number of 
workers is participating in crops other than sugar, including coffee, tobacco, rice, bananas and other fruits, as well 
as in cattle-related activities. In addition, an important fraction of the Haitian labor force worked in construction (39 
percent) and commerce and services (e.g., street vending, transportation, domestic help; 13 percent), sectors in 
which the proportion of Dominicans was considerable smaller (14.5 and 5.5 percent in agriculture and construction, 
respectively), with the exception of commerce and services, where there were over three times more Dominicans 
than Haitians (2002 ENFT).  
 

a  Interestingly, a total of 551,508 migrants did not declare their place of origin in the 2002 Census. 
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Box 3.1: Haitians in the DR: An Invisible Force to be Reckoned With (Continued) 

When gender is considered, differences between jobs held by migrants and native workers are most apparent. 
While almost 90 percent of Haitian men work in agriculture or construction, 30 percent of Dominican men are 
employed in these sectors. On the other hand, the presence of Haitian women in agriculture is considerably 
larger than that of Dominican women, who are mostly concentrated in manufacturing and public services. Both 
native and migrant women constitute an important share of the commerce sector, with over half of Haitian 
women and a fifth of Dominican women working in this sector (IOM-FLACSO and ENFTs). In terms of 
workers’ age profile, the high concentration of Haitians aged 20 to 39 years old in agriculture and, particularly, 
in construction contrasts with the more even distribution of native workers across age segments in these 
sectors, which is consistent with a higher concentration of Haitian workers in low-skilled, labor intensive 
activities. The sectors that concentrate most Dominicans under 40 are tourism, financial services and real 
estate, and public and social services (ENFT). 
 

Though the level of skills of Haitian workers in agricultural activities is comparable to that of the native work 
force, migrants employed in construction or manufacturing have a considerably lower level of schooling than 
local workers, as almost 90 percent of Haitians in these sectors have either no schooling at all or just some 
basic education (40 percent among Dominican workers). Haitians’ low skill levels are reflected in the type of 
jobs most of them have. In 2002, approximately 71 percent of Haitians worked as laborers or operators mostly 
in agriculture, manufacturing, and construction, while 7 percent were craft workers, 20 percent worked in 
sales, services, or related activities, and only 1.8 percent had white-collar jobs. This clearly contrasted with the 
distribution of Dominican workers, half of whom worked in sales, services, or held white-collar jobs, while a 
third were operators or laborers, and the remaining 16 percent, craft workers.   
 
The Haitian labor force has the same proportion of formal and informal workers as the Dominican work force, 
but with differing characteristics within groups. Among Haitians, 98 percent of those in the formal labor 
market are salaried workers and only 2 are self-employed, while in the informal sector, 16 percent are salaried 
and 84 percent are self-employed. The proportion of salaried and self-employed workers among Dominicans is 
somewhat similar, except for the fact that 2 percent and 4 percent of formal and informal workers, 
respectively, are employers, while there are no employers among Haitians (ENFT). When comparing Haitians 
and Dominicans remuneration levels, Haitians are typically paid less. As Table B 3.1.1 below illustrates, 73 
percent of Haitians received a minimum wage per hour worked (RD$19), while the proportion of Dominicans 
receiving this amount per hour of work was 48 (ENFT).  These figures are mere approximations and caution 
should be exercised when referring to them as  both the ENFT and the IOM-FLACSO data may be affected by 
sampling issues which may lead to over or under representation of the Haitian population living in the DR. 

 

 

Hourly Wage compared to the Minimum Wage (MW) Dominicans Haitians

Up to 1 MW ** 47.86% 73.45%

From 1 to 2 MWs 29.21% 15.55%

From 2 to 5 MWs 18.47% 9.20%

From 5 to 10 MWs 3.55% 0.67%

From 10 to 20 MWs 0.72% 0.00%

Over 20 MWs 0.19% 1.12%

Source: Own estimates based on the 2002 ENFT.

Table B 3.1.1: Wage indicators - Haitians and Dominicans

**Minimum Wage=RD$19
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3.12 The first salient fact is that most jobs in the DR are generated by small firms, especially 
individual microenterprises (self-employed workers) (Table 3.3). However, if self-employed 
workers are excluded, SMEs generate around 43 percent of employment. Different from some 
LAC countries, SMEs in the DR have shown both longevity and growth potential. Most SMEs in 
the country started as microenterprises which, after a long formation period,  grew and employed 
more workers. Figure 3.3 shows the difference between original size and current size for firms 
founded in different decades. Firms’ current size is at least four times larger than the original size 
in terms of number of employees. Firms’ size seems to converge over time suggesting an optimal 
size that can only be reached after years of learning and removing of initial obstacles. Thus, there 
is still untapped potential for growth and future employment generation in this sector.  

 
Table 3.3:  Employed Workers by Firm’s Size, 2000 

Type of Firm Employees %

% Employees 

excluding 

individual firms

Micro/individual 1,237,097 40.9%

Micro/ 2 to 10 employees 587,174 19.4% 32.8%

Small/ 11 to 50 employees 295,538 9.8% 16.5%

Medium/ 51 to 150 472,861 15.6% 26.4%

Large/ more than 150 435,560 14.4% 24.3%

Total 3,028,230 100.0% -  

Source: Guzman and Ortiz (2005) –using ENFT and data from FondoMicro 

 
Figure 3.3:  Initial Firm Size and Current Size by Foundation Date, 2000 
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Source: Guzman and Ortiz (2005) –using ENFT and data from FondoMicro. Note: size is measured by 
the number of non-family employees. 

 
3.13 As will be discussed next, SME wages are significantly higher than those of 
microenterprises as they use more advanced technologies and skilled labor (Guzman and Ortiz, 
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2005).4 Average wages in SMEs are lower than those in large firms.  Workers in SMEs are less 
likely to be poor than workers in microenterprises, while differences in poverty rates between 
workers in SMEs and those in large firms are less dramatic (Figure 3.4). Thus, moving from a 
microenterprise towards a SME increases the chances to leave poverty behind. However, 
working in a SME does not necessarily guarantee that an individual worker and his/her family 
are not poor.  

3.14 SMEs in the DR mention, with special emphasis, insufficient financial services and high 
levels of competition as obstacles for growth (Guzman and Ortiz, 2005). Although SMEs have 
access to credit, different from microenterprises, firms mention difficulties in obtaining enough 
collateral for their financial needs.  Thus, programs that enhance financial intermediation 
towards this sector can have an impact in their productivity and growth.   

Figure 3.4: Distribution of Workers by Firm Size and Poverty Condition, 2000 
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Source: Guzman and Ortiz (2005) –using ENFT and poverty lines from ENCOVI. 

 

THE ANATOMY OF UNEMPLOYMENT IN THE DR 

  
• One salient feature of Dominican labor markets is that official rates of unemployment 

have remained at two-digit levels despite accelerated growth. According to our estimates, 
by end of 2004 there were approximately 687,000 unemployed Dominicans. 

• Labor supply factors seem more relevant causes of persistent high unemployment than 
labor market regulations, including the minimum wage in the Dominican context.      

• The unemployed in the DR are mostly non household heads, which mitigates the impact 
of unemployment on poverty. Women and youth (new entrants), and workers with less 
than a full course of secondary education and living in the poorest regions are more 
likely to be unemployed. Urban workers living in households that receive remittances are 
more likely to be unemployed, as remittances increase their reservation wage and allow 
them to finance a period of job search. In urban areas, migrants are not necessarily more 

                                                 
4 Owners of microenterprises and SMEs are at the top 1% of the earnings scale. 
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likely to be unemployed than non-migrants. In rural areas, migrants have a slightly 
higher chance of being unemployed when compared to non-migrants.  

 
 

Box 3.2.  Measuring Unemployment: Accounting for Discouraged Workers 

Unemployment is usually measured in labor force surveys using the International Labor Organization’s 
measure of “open unemployment.” According to this definition, an individual is unemployed if he/she is of 
working age, does not have a job, and has actively looked for a job in the last week (or last 4 weeks 
depending on the survey). In developing countries, open unemployment tends to be extremely low, as most 
labor force participants cannot afford to finance a period of job search. Seekers are forced to take the first 
available job or resort to self-employment. Thus, open unemployment usually underestimates changes in 
employment opportunities during economic crises or expansions in developing countries. In particular, as 
shown below LAC countries that are recipients of large amounts of remittances show an open unemployment 
rate that is particularly insensitive to the economic cycle. Remittances can increase financing for job seeking 
and provide a cushion for temporary income shocks or employment shocks.  The weakness of current job 
intermediation services may be another reason for the prevalence of  high levels of  open unemployment  

Figure B.3.2.1: Open Unemployment in “Remittance- Receiving” Countries 
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Note:  Missing data for Guatemala (2001 and 2000) and Honduras (2000).  

Source: ECLAC  (2004). 
 

After large climbs in unemployment during the late 1990s, discouraged workers are an increasingly important 
phenomenon in LAC. Discouraged workers are those who are not currently working and have not looked for 
a job in the last week (or last 4 weeks) but would like to find one. They have searched for a job and have 
momentarily lost hope. According to the definition of open unemployment, these workers would be classified 
as non participants in the labor force. Recent definitions, using data from labor force surveys that explore 
discouragement, incorporate this group in the unemployed. The ENFT includes questions that allow 
identifying a group of workers as discouraged. Annex 3.2 shows that more than 50 percent of discouraged 
workers —who looked for a job in the past and did not find one— would accept a job. Similar to other 
countries in the region, family, friends, and acquaintances play an important role in job search. An important 
percentage of workers who are not currently working or looking for a job have relatives and friends who are 
looking on their behalf or are waiting for the results of a job application.  

 
3.15 Why is unemployment so high?  The official unemployment rate of the DR is based on a 
broad definition of unemployment that includes discouraged groups, as described in Box 3.2. 
The official definition also includes other workers who would accept a job even though they are 
not actively looking. Gregory (1998) argues that this definition overestimates unemployment, as 
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it includes some groups that are not participating in the labor force, such as workers with 
disabilities and retirees. We use a broad definition of unemployment that includes those who are 
currently looking for a job and discouraged workers, but depart from the official definition by 
excluding from the labor force retirees, workers with disabilities, housewives, and students who 
are not actively searching, even those who would accept a job (Annex 3.2.- Table A.3.2.1).5 

 
3.16 Table 3.4 compares the evolution of different unemployment measures for the DR. Open 
unemployment rates barely change as a result of the 2002-2004 crisis. Official unemployment 
rates are larger, in the two digits during 1997-2004. According to the official definition, 
unemployment affected 20 percent of Dominican workers in 2004. Our definition of 
unemployment follows the same increasing trend of official unemployment but results in a lower 
unemployment rate than the official one. The increase in unemployment is particularly sharp 
after the 2002-2004 crisis, reaching 17.5 percent in October 2004, according to our definition. In 
the rest of the chapter we use our definition of unemployment to characterize the profile of the 
unemployed. 

 
Table 3.4: Unemployment in the DR – Comparing  Definitions 

 

 

Note: Open unemployment (1 week) = worker who was looking for a job in the last week. 
          Open unemployment (4 weeks) = worker who was looking for a job in the last 4 weeks. 
 
Source: Own estimates based on BCRD data and the ENFT. N.A: not available. 

 
3.14 In the DR, both urban and rural areas register similar levels and trends in unemployment 
rates (Figure 3.5), while in other LAC countries unemployment is mainly an urban phenomenon 
(IDB, 2004). After the 2002-2004 crisis, rural unemployment experienced a sharper increase 
than urban unemployment, partly because of the contraction in international tourism to the DR 
between 2001 and 2003 (World Bank, 2005a). Other factors that may have contributed to the 
sharp increase of rural unemployment during this period were natural disasters, hard to control 
pests, and increase in the prices of agricultural intermediate goods and inputs.   
 
 
 
 
 

                                                 
5  While our definition includes discouraged workers, it assures the exclusion of non-participants, which is a crucial 
element for international comparability. 

    April 1997  April 2000   April 2001   April 2002  April 2003   April 2004   October 2004 

Open Unemployment (1 week) 7.93 4.06 4.41 3.97 3.72 3.70 4.16 
Open Unemployment (4 weeks) N.A. 5.81 6.61 6.81 6.24 5.80 6.47 
Official Unemployment BCRD 16.24 13.89 15.17 16.08 16.41 17.00 19.69
Own Unemployment  Estimate 14.38 11.15 12.27 12.24 14.06 15.02 17.45
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Figure 3.5: Unemployment : More than an Urban Phenomenon   
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Source: Own estimates based on the ENFT. 

 
3.15 The level and changes in unemployment can be explained by cyclical variations of the 
economy as a whole and structural factors related to secular trends in labor supply and the 
performance of labor markets. First, we focus on cyclical variations that have impacted 
aggregate demand for labor. Figure 3.6 shows the evolution of economic growth, unemployment 
and real wages during 1997-2004. The spectacular growth of the 1990s started to loose strength 
after 1997. The economy experienced a contraction in 2003 followed by a small recovery. The 
economic crisis in the DR seems to have had a strong impact on labor demand, based on the fact 
that the tourism industry and garment manufacturing in FTZs, two labor-intensive activities, 
reported employment retrenchment.6 Households may have reacted to reduced real wages by 
short term increases in labor supply, especially by women and youth. The end result has been a 
sharp increase in unemployment, in spite of a decline in real wages that implies cheaper labor 
cost. 

3.16 An important dimension of unemployment is its duration. Average unemployment 
duration in the DR is relatively short compared to other LAC countries. According to IDB 
(1997), in the DR around 80 percent of all unemployment episodes end within three months and 
almost half (45 percent) end within a month. This information, together with the high levels of 
open unemployment, is consistent with high levels of job creation and destruction.   

 

 

 

                                                 
6  In addition , worldwide trends (such as increasing export competition from China) have had an impact on 
employment loss in FTZs. 
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Figure 3.6: Economic Cycle and Unemployment in  the DR 
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Source: Own estimates based on the ENFT. 

 
3.17 Among structural factors, on the one hand, the expansion of labor supply, specifically 
women and youth, is pushing up employment; while, on the other hand, labor institutions and 
regulations suggest a fairly flexible labor market and adjustable wages, not compatible with the 
observed high unemployment rates. Different from other LAC countries, the minimum wage in 
the DR is a real market floor at RD$4,920 for large firms (roughly 25$ an hour and 27% of the 
median wage) and RD$3,561 in FTZs  (figures for 2004).7 Most LAC countries with similar 
unemployment rates to those of the DR have minimum wages between 50 percent and 85 percent 
of the median wage (IDB, 2004), which may prevent wages from fully adjusting to changes in 
labor supply and demand. Indirect labor costs and other labor costs are also relatively low in the 
DR compared to other LAC countries (IDB, 2004).   

3.18 The percentage of workers earning less than the minimum wage reached 28 percent in 
2004, increasingly workers younger than 20 (Guzman, 2005). Minimum wages are binding –to 
the extent that the average wage is less than or equal than the minimum wage— for some 
disadvantaged groups, particularly youth, women, and workers from the 10 percent poorest 
households (Table 3.5). The more pronounced incidence of minimum wages may imply a 
positive impact on their earnings, but it may also create unemployment among these groups.8  
It is vital for the DR to ensure that minimum wage increases are linked to productivity dynamics.    

 
 
 

                                                 
7 In 2004, Congress approved an increase of the minimum wage for the private sector of 30 percent through the 
National Wages Committee. During 2005 the government is introducing 30% increases in public sector wages. Yet 
in real terms minimum wages in the DR are relatively low compared to most countries in Latin America (except for 
Mexico and some Central American countries). Minimum wage legislation applies only to firms whose capital 
exceeds RD$500,000.  
8 Neumark, Cunningham, and Siga (2005) find evidence on the effects on unemployment within minimum wage 
earners’ groups in Brazil. 
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Table 3.5: Average Wages and Minimum Wages for Disadvantaged Groups, 2004 
 

Minimum Wage (RD$) 19.2 
 Average Wage (RD$ per hour) 
Children (workers 10-10) 16.2 
Youth (workers 15-19) 21.3 
Workers in 10% poorest households 17.2 
Workers in 20% poorest households 20.9 

Source: Own estimates based on the ENFT. 

 
3.19 The new bilateral, regional, and global trade agreements of the DR change the reference 
framework for its labor force competitiveness. The reference for wages, indirect labor costs, and 
quality of the labor force is no longer the rest of LAC but also China and East Asia (World Bank, 
2005a). Cost and human capital comparisons between the DR labor force and that of competitor 
countries such as Mauritius or the Philippines are not favorable to the DR. Lastly, structural 
changes in labor demand due to trade reforms, bilateral, regional, and global trade agreements 
will be causing long term economic activity shifts within manufacturing as well as within 
tourism and services. New technologies in the growing sectors may imply permanent shocks in 
labor demand. It is very important that labor legislation can evolve to meet the demands of the 
changing international trade environment. A flexible labor market is essential for workers to be 
able to shift to emerging more dynamic economic activities, but public policies should also 
facilitate protection to those who are likely to stay behind. 

3.20 Who are the Unemployed in the DR?  Although recent increases in poverty are not 
generated at large by recent changes in unemployment (see Chapter 2), unemployment still has 
negative consequences for DR’s long term poverty reduction potential and social welfare. Figure 
3.7 illustrates how the poorest in both urban and rural areas face higher unemployment rates than 
middle income and high income households. Unemployment affects even more 
disproportionately the urban poor. Between 1997 and 2004, unemployment increases affected 
disproportionately the 20 percent poorest and middle income workers. Thus, both from a social 
development perspective, it is important to understand who are the unemployed in the DR to 
inform the design of policies to expand employment and cope with unemployment risks. 

3.21 Similar to Guzman (2005) and UNDP (2005), we find that increases in unemployment 
largely affected the less educated, women, and youth (age 10-19 and 20-29). Given labor supply 
patterns, this leads us to conclude that the 2002-2004 crisis had an adverse effect on the 
employment potential of new entrants. This may have a particular bearing on the recent increase 
in crime in the country.  
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Figure 3.7: Burdening the Poor - Unemployment Rates by Family Income, 2004 
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Source: Own estimates based on the ENFT. 

 

3.22 Between 1997 and 2004, economic transitions and the 2002-2004 crisis led to some 
economic activities experiencing job retrenchment. Unemployment rates by economic activity –
according to the last job- indicate that mining and the hospitality industry (which includes local 
hotels and restaurants but also big hotels hosting international tourists) experienced massive 
layoffs between 2000 and 2001 but later kept contracting throughout 2002-2004.  
Unemployment of workers who used to work in the hospitality industry experienced a 
continuous increase during the period. Moreover, financial sector employment was severely hit 
by the 2002-2004 crisis (Table 3.6). 

 
Table 3.6: Where Did the Unemployed Work? Unemployment Rates by Economic Activity  

Economic Activity 2000 2001 2002 2003 2004 
Electricity, Water, and Gas 14.9 12.2 12.9 8.6 8.7 
Agriculture, Hunting, Fishing  3.9 3.0 4.1 2.5 2.1 

Mining  18.3 34.1 13.5 17.6 17.0 
Transportation and 
Communications 

5.0 5.1 5.3 5.4 6.2 

Construction 7.5 9.3 13.3 9.8 8.9 
Commerce 6.2 8.8 9.2 8.9 9.2 
Manufacturing 11.6 14.7 17.1 16.1 15.2 
Public Sector 4.4 10.5 8.1 9.4 8.1 
Hotel Industry 10.3 12.7 13.1 14.7 15.6 
Financial Sector and Real 
Estate 

6.5 10.0 14.2 9.0 13.1 

 

Source: Own estimates based on the ENFT. 
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3.23 In order to study the profile of the unemployed and which individual or household 
characteristics have greater impact on unemployment in the long term, we estimate a model of 
the main correlates of the probability of being unemployed at the national level and for workers 
in urban and rural areas, using the April 2002 ENFT data.9 The year 2002 was selected because it 
was a relatively stable year from a macroeconomic perspective and we are interested on 
structural determinants of unemployment. 

3.24 Female workers, workers with less than a full course of secondary education and those 
younger than 30 are more likely to be unemployed (Tables 3.7). A male worker has a probability 
of being unemployed of 0.4 compared to a 60 percent for females (Table 3.8) if he or she lives in 
Enriquillo, has no education, and receives remittances from abroad. If the worker completes 
tertiary education and lives in the National District, his/her probability of being unemployed goes 
down to 30 percent. This profile is consistent with the phenomenon of unemployment in other 
LAC countries where women, youth, and less skilled workers are more prone to unemployment 
than the rest (IDB, 2004; UNDP, 2005). This profile is also consistent with the underlying labor 
supply transition described in the previous subsection.    

3.25 For the most part, the unemployed are not household heads, which as discussed in 
Chapter 2 mitigates the poverty impact of unemployment. In contrast with other Latin American 
countries, female heads of household are equally likely to be unemployed than male heads. One 
possible interpretation for this result is that household heads have to find a job, no matter what 
job, in order to support their family.  

3.26 Urban and rural workers are just as likely to be unemployed. However, there are major 
differences in terms of unemployment determinants between urban and rural settings (Table 3.7). 
Education, for instance, does not reduce the risk of being unemployed in rural areas, which likely 
reflects the overall low education levels of the rural labor force.10 Low education quality in rural 
areas may explain education’s lack of impact on the probability of finding a job.  Unfortunately, 
we could not address the impact of education quality because of lack of control variables for 
education quality differences between urban and rural areas in the ENFT data set.     

3.27 Workers in households receiving remittances from relatives are more likely to be 
unemployed than workers in households not receiving any remittances. In fact, remittances 
provide an extra income source to finance job search, increasing the reservation wage of workers 
in recipient households. In 2002, approximately 7 percent of unemployed workers lived in 
households that received remittances from abroad or from other areas in the DR.11 On average, 
individuals in non recipient households are less likely to be unemployed (0.164 for males in the 
National District) than those receiving remittances (0.398 for males in the National District, 
Table 3.8). 

                                                 
9 We estimate a separate (weighted) Probit model nationwide and the urban and rural labor force.   
10 Nonetheless, education helps in finding better paid jobs in the non-farm sector, as we report below in this Chapter. 
11  This percentage has been increasing reaching 8% in 2004. 
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3.28  Remittances do not have an impact on unemployment in rural areas. While 24 percent of 
urban residents receive overseas remittances, only 12 percent of rural households are recipients 
according to ENFT data. In addition, urban households receive larger amounts of money than 
rural households. Between 1997 and 2004, average remittance income in urban areas was 
approximately twice the average remittance income in rural areas. As a result, remittances to 
most rural households do not build enough of a reserve to finance job search.  

Table 3.7:   Probability of Being Unemployed, Marginal Effects at Means, 2002 

 
National Urban Rural

Explanatory Variables
Individual Characteristics
Male -0.086 *** -0.067 *** -0.129 ***
Primary Education Complete -0.020 * -0.021 -0.019
Secondary Education Incomplete 0.033 *** 0.032 ** 0.025
Secondary Education Complete 0.007 0.008 0.013
Tertiary Education Incomplete -0.014 -0.013 -0.011
Tertiary Education Complete -0.032 *** -0.033 *** -0.016
Age Group 20-29 -0.008 -0.017 -0.004
Age Group 30-39 -0.046 *** -0.057 *** -0.028 **
Age Group 40-49 -0.072 *** -0.080 *** -0.057 ***
Age Group 50-64 -0.081 *** -0.084 *** -0.078 ***
Head of Household -0.081 *** -0.082 *** -0.067 ***
Female Head of Household -0.011 -0.015 0.005
Attending School -0.002 -0.005 -0.005

Household Receives Remittances 0.055 *** 0.080 *** 0.008
Geographic Location and Migration
Urban -0.003     -------        ----   
Migrant -0.003 -0.013 0.02 *
Valdesia Region -0.042 *** -0.052 *** -0.03
Este Region -0.014 -0.012 -0.02
Nordeste Region -0.021 -0.027 -0.01
Cibao Region -0.017 -0.175 -0.01
Norcentral Region -0.038 *** -0.055 *** -0.01
Noroeste Region -0.018 0.008 -0.03 *
Del Valle Region 0.018 0.046 ** 0.00
Enriquillo Region 0.083 *** 0.095 *** 0.05 *

Number of Observations 9264 6476 2788
Wald  Chi2(24) 536.97*** 370.17*** 209.34***
Pseudo R2 0.1249 0.113 0.181
Observed Probability 0.123 0.130 0.109
Predicted Probability at Means 0.093 0.102 0.067

***  significant at 1%, ** significant at 5%, * significant at 10%  

Notes:  
Baseline:  Education : Group with incomplete primary or no education is the comparison group.  
Age : Group aged 15-19 (youth) is the comparison group. The sample is restricted to working age individuals (aged 
15-64).   Regional Characteristics: National District (including Santo Domingo city) is the comparison group. 
 
Source: Own estimates based on the ENFT. 
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3.29 Table 3.7 shows that there is significant variation in unemployment risk across regions, 
particularly for the urban unemployed, in spite of large migration flows. Moving to Valdesia or 
Norcentral regions —two high growth regions— increases the chances of finding a job for urban 
workers relative to elsewhere in the country, including Santo Domingo. Not surprisingly, 
residents of the very poor Enriquillo are the most likely to be unemployed.    

3.30 Migrants do not register higher rates of unemployment than non-migrants in urban areas 
but are more likely  to be unemployed in rural areas, in particular foreign immigrants. The latter 
finding could be due to the presence of large contingents of Haitian migrants in rural areas 
looking for jobs in agriculture before they move onto urban areas (Box 3.1).The percentage of 
unemployed increased proportionally for both migrants and non-migrants in urban areas between 
1997-2004. By 2004, the unemployment rate of migrants was 15.8 percent, slightly below the 
national average.  However, urban foreign migrants show an unemployment rate of only 7.3 
percent, comparable to the unemployment rate of highly educated workers. The largest majority 
of urban unemployed migrants live in the National District. This fact may contribute to the image 
of migrants crowding urban labor markets and depressing wages (World Bank, 2005b).12   

3.31 The sheer size of unemployment in the DR calls for making employment policies a 
priority. Since most of the increase of unemployment reflects excess supply of new entrants as 
well as competitiveness issues, active labor market policies could focus on the skills of the 
unemployed and the challenge of improving the flow of information about job opportunities. The 
design of intermediation and training policies, such as information and training centers for the 
unemployed, should take into account the aforementioned profile of the unemployed. 

                                                 
12 The evidence on earnings in this Chapter by migrant status and economic activity does not lend unambiguous 
support to the hypothesis of foreign migrants pressing wages downward. 

Table 3.8: Estimated Changes in Probability of Being Unemployed for Different Types of 
Workers, 2002 

 
Estimated Probability

Effect of Changing Female No Education* Secondary Tertiary Household Remittances Enriquillo Distrito Being Unemployed
To Education Incom. Education Head Nacional

X X X X 0.570
Male X X X 0.392
Distrito Nacional X X X 0.398
Secondary Inc. X X X X 0.648
Sec.Inc.-Male X X X 0.472
Sec. Inc.- Distrito Nac. X X X 0.478
Tertiary Education X X X X 0.492
Tertiary Edu. Distrito Nac. X X X X 0.325
No Remittances X X X 0.464
No Remittances-Male X X 0.294
No Remm.-DistritoNac X X 0.164
Household Head-Male X X X X 0.478

Individual Characteristics

 

Notes: *No education is equivalent to no education at all or incomplete primary education. 
            ** Workers’ age in these simulations is in the 15-29 range years old.  

Source: Own estimates based on the ENFT. 
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THE PRICE OF LABOR: EARNINGS’ EVOLUTION AND DIFFERENTIALS 

• Real earnings increased rather modestly during the high growth period between 1997 
and 2000, stagnated during 2000-2002 and decreased sharply with the impact of the 
2002-2004 economic crisis.  

• Earnings differentials across demographic groups widened during the growth period. 
Workers benefited unequally from economic progress. On the other hand, earning gaps 
narrowed during the economic crisis because relatively better-off workers experienced a 
sharper fall in real earnings.    

 
3.32 Real earnings in the DR have deteriorated since 2000 (Figure 3.8). By 2004, average real 
earnings were less than RD$20 per hour, while in 1997 they approached RD$35 per hour. These 
changes occurred with a slight increase in average hours worked per week –from 42.9 in 1997 to 
43.3 in 2004. Real earnings declined for all workers: the highly educated and less educated, men 
and women, formal and informal. Real earnings have also fallen in all regions of the country.  

3.33 In spite of migration flows, large earnings gaps between urban and rural settings prevail 
(Table 3.9). The average urban-rural gap has declined partly due to a marked increase in rural 
earnings between 1997-2002 and a small rise in urban earnings between 2002-2004.  

Figure 3.8: Evolution of Average Real Wages,  in 2000 RD$ 

 

Source:BCRD. 

 
 

Table 3.9: Evolution of  Urban and Rural Average Hourly Earnings (1997 RD$) and % Gap 

 

1997 10.28 5.56 84.9%
2002 37.92 23.31 62.7%
2004 38.3 23.89 60.3%

Urban Rural Gap

 

Source: Own estimates based on the ENFT. 
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3.34 Determinants of earnings at the individual level. As reported in Annex 3.3 (Table 
A.3.3.1), average earnings gaps across individuals are closing due to the large relative impact of 
the crisis on high-earnings groups such as those with complete tertiary education and business 
owners. This trend is consistent with the impoverishment of relatively better off groups described 
in Chapter 1. Nonetheless, average earnings gaps mask considerable variation within groups and 
there could also be simultaneous changes in workers’ characteristics within each group that 
explain this relative convergence of earnings. Thus, there is a need to disentangle these factors 
through conventional earnings-regression analysis. 

3.35 First, we consider the earnings impact of education, the most common measure of 
worker’s skills. This is captured by measures of the returns to education obtained from earnings 
regressions.13 Figure 3.7 presents a comprehensive set of such education returns. The top panel 
graph shows the earnings gains of workers with each given year of education relative to workers 
with no schooling, nationwide and for urban and rural areas (the flatter the slope the lower the 
earnings premium for each subsequent year of schooling). The graphs in the second panel 
present the estimated earnings gains from completing a full course of primary, secondary or 
college education together with the yearly returns to education (which are kept constant across 
education levels) for urban and rural areas and workers located at the bottom 20 percent (worst 
paid), the median (average pay), and at the top 20 percent (best paid) of the distribution of hourly 
earnings. Differences in the returns across earnings percentiles could reflect the effect of non-
measured characteristics such as intrinsic ability, school quality and labor market contacts. 
Finally, the bottom graphs depict yearly specific earnings analogue to those of the top panel for 
the bottom, median and top percentiles of the rural and urban earnings distributions. 

3.36 The results show that returns to primary and secondary education are fairly low while 
returns to tertiary education are very high. This is evident in the top and bottom graphs from the 
flat slope of the curves up to grade 12, after which the slope increases substantially. Moreover, 
the center panel shows that there are essentially no wage premia to completing full courses of 
primary and secondary education (small or even negative returns, though statistically zero). In 
contrast, once secondary education has been completed, returns to investing in tertiary education 
are very high, with a college completion premium of around 50 percent in urban areas. The 
returns to primary and secondary are low even compared to other LAC countries (IDB, 2004; 
World Bank, 2005).  Returns vary somewhat between urban and rural areas: primary education 
shows high returns for rural workers while tertiary education is more profitable for rural workers. 

3.37 Meanwhile, returns to education are very similar for workers ranked from the bottom to 
top of the earnings distribution  (Figure 3.9). In particular, the high returns to tertiary education 
are largely available to everyone who can access a university education. This is contrary to 
several countries in the region where low earnings workers face below average returns to 
education as well as a lower premium to finishing college. In fact, among the fortunate few 
Dominican rural residents with tertiary education, returns to college completion are higher for 
workers in the less well-paid jobs for their skills while returns to each year of school are higher 

                                                 
13 The Mincer earnings model controls for workers' potential experience and its square, and gender and urban 
residence indicator variables. 
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for those in jobs of higher pay. This is consistent with rural college educated workers being a 
self-selected group. 

Figure 3.9: Returns to Schooling in the DR, 2002 

Percentage increase in Hourly Earnings for each year of Education
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Note: Estimates are obtained from Mincer earnings regressions of the following form: Ln W= a + bj educ + 
qj X + e where X= gender, urban/rural indicators, bj is the set of return coefficients, and educ is measured by 
a set of 20 dummy variables (top and bottom panel) and in the second panel by 3 dummy variables for 
workers who have completed primary, secondary or tertiary degrees and a variable capturing the years of 
education of each worker. The sample includes all employed workers in the 15-65 age range. Returns are 
estimated for average earnings and for q2= 20th percentile of earnings; q5= median earnings; and q8= 80th 
percentile of earnings. 

Source: Own estimates based on  ENFT. 
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Figure 3.10: Are Average Hourly Earnings Differentials Getting Smaller? 
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Note: Results from Mincer Regressions for workers who are heads of households and aged  15-64.  

Baseline: no education or incomplete primary, female, rural, non-migrant, and National District. For cases in which the 
variable was not statistically significant in determining earnings, the bars are set to 0. 

Source: Own estimates based on the ENFT. 

 
3.38 We also estimate the net impact of other worker’s characteristics on earnings, using 
Mincer wage equations, including demographics, economic activity and region of residence. 
Estimation results from Mincer wage equations confirm the significant earnings differentials 
between those with less than secondary education and workers completing tertiary education 
(Figure 3.10). The wage premium for highly educated workers increased during the economic 
growth period, and decreased after 2002 due to the impact of the economic crisis.  

3.39 Men earn an average of 27 percent more than women with similar levels of education and 
experience working in the same activity and region. This gap increased during 1997-2002 and 
fell slightly with the crisis. One of the factors behind gender wage differentials in LAC is 
occupational segregation by gender.14 Box 3.3 summarizes indicators on the role of occupational 
segregation, including FTZs.   

                                                 
14 Deutsch, Morrison, Piras and Nopo (2004) present evidence on the role of occupational segregation on gender 
wage gaps for Costa Rica, Ecuador, and Uruguay.  
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Box 3.3.  Occupational Segregation by Gender: A Woman’s Job or a Man’s Job? 

Gender roles within a culture can have an impact on the division of labor and perceptions about what constitutes “fair” 
remuneration. Women and men may concentrate in different occupations following social norms or because certain 
jobs are more accessible to men and women.  Although this may result from choice it may limit job opportunities and 
cause wage differentials that cannot be justified by differences in skills. Some occupations perceived as traditionally 
feminine, such as nursing, have a long international history of low wages in spite of requiring skills that are highly 
valued in other occupations. This low wage was socially justified based on the fact that decades ago most women 
worked to complement household income. Occupational segregation by gender may also limit job opportunities for 
men, especially young males, in newly expanding manufacturing industries, such as electronics and garment 
production. Firms may have a preference for hiring only women, who are perceived as more responsible or of greater 
manual ability, even if a male candidate possesses the right qualities.    

After the Middle East, Latin America and the Caribbean is the region with the highest level of occupational 
segregation (Deutsch, Morrison, Piras and Nopo, 2004). The DR is no exception and women are over-represented in 
occupations such as office assistant and services, while men are over-represented in agriculture and fishing, machinery 
operation, and low skill jobs.    

The Duncan index measures the percentage of workers that should switch occupation in order for both men and 
women workers to have the same occupational distribution. The Duncan index for the DR is considerably lower in 
urban areas and for male and female workers with high levels of education. Occupational segregation in the DR is 
changing at a fast pace and younger workers (see in Table B.3.3.1 workers aged 20-29) have a lower Duncan index 
than workers older than 40. Youth show a high level of occupational segregation due to differences in labor force 
participation by gender, which reflect the fact that girls tend to stay longer in school.  

Free Trade Zones employed approximately the same total number of men and women in 2004 but show a distinctive 
occupational gender composition. About 62% of all workers in Free Trade Zones were machine operators for textiles, 
garments, and leather products, the majority of them women. Managers and administrators in the Free Trade Zones 
are mostly men. Among unskilled workers there is a similar proportion of men and women.  

Formal econometric tests are needed to determine the impact of occupational segregation on wages. However, 
indicators in this Box point at occupational segregation as one potential explanation of gender wage differentials. In 
order to expand women and men’s opportunities, other LAC countries have introduced gender equity school curricula 
to break from gender stereotypes in the workplace. In the United States, some programs for welfare recipients 
emphasize youth training and on the job training in non-traditional occupations for women. 

Table  B.3.3.1:  Duncan Index for the Dominican Republic - Urban Workers, 2004 
 Duncan Index 
All Urban 57 
By Age Groups  

10-19 63 
20-29 54 
30-39 60 
40-49 63 
50-64 61 

Note: Formula for the Duncan Index  D= ½ *  ∑ | Mi –Fi| *100; where Mi is the percentage 
of all male workers in occupation i and Fi is the percentage of female workers in occupation 
i 
Source: Own estimates based on the ENFT. 

 
3.40 Earnings differentials by economic activity also increased during the growth period and 
fell after 2002. Workers in construction, manufacturing, and the hospitality sector saw the largest 
earnings gains with economic growth. Financial sector, hospitality and construction workers 
were the most hurt by the crisis. Earnings premium are larger for construction workers (all other 
characteristics equal), in contrast with other countries in the region (IDB, 2004). Manufacturing, 
financial services, the hospitality industry, and commerce follow with the largest wage premium 
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over agriculture.15 Workers in FTZs earn about 20 percent less than otherwise similar workers in 
other sectors. This finding is not surprising given the lower legal minimum wage approved for 
FTZs as well as the high concentration of low-pay occupations (Box 3.3). Public sector 
employees do not enjoy a wage premium, as opposed to those of other Caribbean countries 
(World Bank, 2005c).  

3.41 Urban workers earn about a net 15 percent more than rural workers, which relative to 
other sources of earnings variation can be considered small. The urban/rural net gap —after 
controlling for other characteristics— narrowed during the growth period and expanded after the 
2002-2004 crisis. This pattern reflects the impact of migration and changes in the urban and rural 
composition of the labor force.  

3.42 Regional earnings gaps are consistent with poverty map rankings of Chapter 2. Workers 
in the Southwest face an 18 percent earnings disadvantage. Moreover, during the growth period, 
earnings lagged fairly behind in the poorest Southern region, especially in the Haitian border. 
But again the crisis slightly leveled regional gaps, since more affluent regions suffered larger 
losses. Internal migrants do not face any disadvantage in earnings per se. However, foreign 
migrants earned significantly less than non-migrants with similar characteristics in 2004, perhaps 
a reflection of of Haitian migration (see Box 3.1 and the last section of this Chapter).   

DETERMINANTS OF URBAN WORKERS’ EARNINGS:  THE FORMAL-INFORMAL JOBS GRADIENT 

• As elsewhere in the LAC region, informal workers in the DR are very heterogeneous. 
Self-employed workers enjoy a premium when compared to formal and informal salaried 
workers and even with workers at the top of the formal employees’ earnings distribution. 
However, working as an informal employee carries an earnings penalty relative to both 
formal employees and self-employed, which may reflect the lower productivity of micro 
firms. For some workers this might be partially offset by other non-wage benefits such as 
training for youth. 

• Large earnings gaps -unexplained by observed workers’ characteristics- across these 
groups may be indicative of barriers to mobility observed across sectors. Informal 
employees may lack specific skills, social  and/or financial capital needed to secure 
employment in larger firms or become self-employed. 

 
 

Informality in urban labor markets: DR in the regional context. The informal sector is defined 
as consisting of legal activities that do not comply with labor, taxation, and other regulations. 
Overall levels of informality (defined as self-employment and workers in small firms) in the DR 
are similar to the Latin American average (Figure 3.11). However, the DR has by far the largest 
percentage of self-employed, particularly male self-employed in the region. Urban labor markets 
in most LAC countries register high levels of informal economic activity. In the Caribbean this is 
more closely related to very stringent labor market regulations that are divorced from 
productivity levels, especially of small entrepreneurs (World Bank, 2005a and 2005b). The DR 

                                                 
15 The hospitality industry includes all hotels and restaurants, including those devoted to international tourism and 
those catering to domestic travelers and local residents. 
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has more flexible labor regulations setting than most countries in LAC, with a minimum wage 
that is truly a floor for the market as well as non-wage labor costs that are among the lowest in 
the region (IDB, 2004). Firm registry procedures and tax evasion can also encourage informal 
economic activity. In 2002, only 30 percent of Dominican workers are employed in firms that 
had a license to operate. Low human and physical capital as well as labor market segmentation 
(barriers that grant “insiders” advantaged access to better quality jobs) can also explain why a 
large group of workers is not employed in large “formal” firms. However, for many workers 
informality may be a voluntary choice given their preferences, skills, competing earnings 
prospects and the little value attached to low quality social benefits (i.e., public health insurance, 
uncertain pension benefits) and other non-wage benefits of being informal (e.g., for women the 
flexible work schedules and for youth the training as apprentices). 

Figure 3.11: Percentage of Workers in the Informal Sector – Urban Areas, circa 2000  

 

Source: Based on IDB (2004). 

 
3.43 It is very difficult to make a clear-cut empirical distinction between informal and formal 
jobs, because there are different levels of compliance of the laws and regulations and the relevant 
data is rarely available in firm-based census or surveys. Research has also shown that in some 
countries the frontier between sectors is rather porous, with some workers switching voluntarily 
from one sector to the other during the economic cycle (Bosch and Maloney, 2005; and 
Maloney, 2003). Some firms and workers choose to become informal in certain dimensions 
according to a cost-benefit calculation. Thus, policy design requires more operational definitions 
than the simplistic formal/informal duality. Rather than in the existence of an informal sector per 
se, we are mainly interested in the earnings opportunities available to workers within a gradient 
of job quality. In practice, an operational definition based on characteristics highly correlated 
with compliance, such as size, is conventionally used. 

3.44 We use cross-sectional data from the ENFT and the following operational categorization 
of the groups in the formal and informal sector (based on Pianto, Pianto, and Arias, 2005): 

• Formal employees: salaried employees working in large firms (firms employing more than 5 
workers). 
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• Informal employees: salaried employees working in microenterprises (firms employing 5 or 
fewer workers and domestic workers).  

• Self-employed: owners of microenterprises, self-employed (professional and non-
professional). While owners of microenterprises and non-professional self–employed may 
tend to be non-formal compared to professional self-employed, compliance with regulations 
depends largely on the nature of their economic activity.16  

 
3.45 The composition of the employed labor force according to these categories has remained 
fairly stable between 1997 and 2004, with formal salaried workers accounting for roughly 50 
percent of employment, informal salaried for 13 percent of employment, and self-employed for 
almost all the rest. With the data at hand, it is not possible to assess the extent of mobility across 
these categories.17  

3.46 The following section analyzes the determinants of earnings for urban workers in these 
three categories. We do not include earnings of formal entrepreneurs (owners-employers) in the 
analysis, as it is impossible to distinguish earnings that represent capital investment returns from 
labor earnings. Formal entrepreneurs are only about 2 percent of urban employment.18 
Estimations of probability and earnings models use April 2002 data, since this was a relatively 
more stable period and we are interested on structural determinants of earnings. 

3.47 The urban earnings pyramid: self-employed, formal and informal employees. Figure 
3.12 depicts the employment and earnings structure of urban Dominican workers. Informal 
employees are at the bottom of the salary scale, averaging RD$24 an hour in 2002. At this 
average wage, the risk of falling into poverty for a household in which the informal employee 
supports four family members is very high.19 However, the average informal salary is about 62 
percent of the average formal wage, which is higher than in other LAC countries where it is 
usually half or less than half (IDB, 2004). 

3.48 Figure 3.12 also reveals the heterogeneity of self-employed workers. Professional self-
employed workers and informal micro-entrepreneurs are very successful and earn an average of 
more than two times the average formal wage. In other LAC countries, average earnings for 
professional self-employed are closer to the formal average wage for professional employees 
(IDB, 2004). Non-professional self-employed enjoy average hourly earnings fairly similar to 
those of the formal salaried.  

 

                                                 
16  A self-employed dentist or a lawyer may need to comply with certain regulations, while a self-employed engineer 
may work informally.  
17  Such assessment would require panel data, following the same workers over time.  
18  The sample is restricted to workers age 15 to 65 and by excluding non-wage workers (about 3 percent of total 
workers).  
19  Based on the 40 percent poorest per capita poverty line of Chapter 1 at 2002 prices, the average dependency rate 
and size of poor households.  
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Figure 3.12: Earnings Pyramid – Average Hourly Earnings (RD$) and Percentage of 
Employed Workers by Occupational Category , 2002 
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Source: Own estimates based on ENFT. 

 
3.49 Additionally, there is significant earnings heterogeneity within these groups of workers. 
Earnings variation may be due to differences in observed characteristics such as human capital, 
economic activity or region of residence, among others. Many other often unobserved factors 
may influence getting a well paid job, such as ability, contacts, or worker qualities that are not 
measured by  labor force surveys. Table 3.10 shows average earnings for workers who register 
low earnings (30 percent worst paid), medium earnings (the middle 40 percent of the 
distribution), and high earnings (30 percent best paid). Self-employed workers register the most 
variation between average low earnings (RD$11.4 an hour) and average high earnings (RD$73.5 
an hour). The earnings structure is similar for self-employed and formal employees, while the 
whole earnings scale is lower for informal employees with a somewhat larger earnings gap in the 
best paid jobs. The sources of earnings variation will be examined in the following subsections. 

3.50 Earnings gaps across these groups of workers have an impact in terms of poverty and 
inequality. As we mentioned in the section about labor demand, poor households have a large 
percentage of household heads employed in microenterprises and small businesses. Similarly, the 
percentage of household heads who are owners of their business increases drastically for the 10% 
richest households. 
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Table 3.10: Earnings per Hour (RD$) and Unconditional Earnings Gap 

Formal Employees, Informal Employees, and Self-Employed, 2002 

High Pay 69.5 37.5 73.5
Medium Pay 25.4 13.6 28.2
Low Pay 12.6 7.1 11.4

High Pay 85.2% -5.5% 95.9%
Medium Pay 86.9% -9.9% 107.5%
Low Pay 78.5% 10.3% 61.8%

Average Earnings per Hour in RD$

Average Earnings Gap 

Formal Employees Informal Employees Self-Employed

Formal-Informal Formal-Self-Employed Self-Employed-Informal

 

Note: The high-pay represent 30 percent workers with the highest earnings, while the low pay are the 30 percent workers 
with lowest earnings. Medium pay workers are the rest. Figures are average earnings for each group. 

Source: Own estimates based on the ENFT. 

 
3.51 Who are the informal?: Profile of sector participation. Workers may choose to work 
or become formal or informal taking into account the observed relative earnings across sectors 
and their skills. It is important to account for this “endogenous” participation in estimating 
informal-formal earnings gaps. In other words, the group in which a worker chooses to work or 
find a job has an implicit impact on earnings. We estimate a multinomial logit model of the 
probability of participating in each sector (results in Annex 3.4). The model includes factors that 
reflect employers’ preferences, skills required for the jobs in each group, individual 
characteristics, assets (remittances, home ownership), indicators of personal preferences (e.g., a 
revealed preference for part time work, number of young children for female workers), and 
controls for geographic location. The results show that the demographic and skills profile of 
formal-informal workers is consistent with a large voluntary component of informality and a 
high skills requirement for accessing formal salaried jobs. 

3.52   The chance of working as a formal employee versus an informal employee or self-
employed increases systematically with education.  Individuals with complete tertiary education 
are 12 (4) times more likely to work in larger firms than in a micro-firm (self-employment) 
compared to those with less than a full course of primary education, while those with complete 
secondary are twice more likely. Education does not affect the relative chances of being self-
employed versus being an informal employee, except that individuals with complete tertiary 
education are three times more likely to be self-employed than informal employees. 

3.53 Men, particularly non-heads of household, are considerably more prone to self-
employment followed by formal salaried employment. Women, especially heads of household, 
are twice more likely to work as informal employees followed by self-employment. Individuals, 
particularly women, living in households with young children or elderly are more likely to work 
as self-employed or informal salaried, perhaps due to a preference for flexible hours to balance 
home care provision. Older individuals are more likely to become self-employed, particularly 
those in the 50-64 age range. The youth and individuals still going to school are more likely to be 
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informal employees, consistent with them working in apprentice jobs. Married workers are less 
likely to become informal employees. Living in a household that receives remittances correlates 
with a higher chance of being a formal employee or self-employed, perhaps providing resources 
to finance time for job searching or to work independently. Workers who are currently working 
part time voluntarily tend to be self-employed or informal employees, again consistent with a 
revealed preference for flexible work schedules.20 Being a home owner correlate with higher 
chances of working as self-employed.  

3.54 Finally, the occupational structure varies across regions independently of the 
characteristics of their workers. Residents in the Cibao region are more likely to be informal 
employees or self-employed. Self-employment is more prevalent in Del Valle, Enriquillo and the 
Northeast which also show the lowest incidence of informal salaried workers. Meanwhile 
residents of the National District, Valdesia and the East are equally likely to participate in all 
three sectors aside from their individual characteristics. Migrants also seem to have the same 
access to formal-informal jobs than non-migrants with similar characteristics. These regional 
occupational patterns reflect differences in the structure and dynamics of local economies. 

3.55 Determinants of Urban Earnings: who gets the best jobs?. Earnings vary within each 
group according to individual characteristics (labor supply), such as human capital levels 
(education and potential experience), sex, and migrant status. Earnings also vary according to job 
characteristics linked with firm productivity (labor demand), such as economic activity and 
geographical area. Some indicators of changes in earnings within each group are provided in 
Annex 3.3. In the DR, it is important to also consider the impact of working for a firm in a FTZ. 
FTZs have a preferential taxation regime and are devoted mostly to labor intensive export 
manufacturing (World Bank, 2005a).21  They possibly have relatively high productivity levels, 
but use non-qualified labor intensively and have a lower legal minimum wage. Thus, their impact 
on earnings can be ambiguous.  

3.56 In order to obtain the net effect of each of the factors mentioned above, we estimate 
quantile earnings equations corrected for self-selectivity to address potential biases in the 
estimates of relative earnings gaps due to the endogeneity of the probability of working in each 
group.22 The methodology for estimating selectivity corrected quantile earnings equations 
follows Tannuri-Pianto, Pianto, and Arias (2005a). Quantile earnings equations allow us to 
estimate a different set of coefficients for low, medium, and high pay workers, controlling 
indirectly for unmeasured differences in ability. This methodology also allows us to focus on the 
groups that are most vulnerable to poverty.23 

3.57 Results from the estimation are presented in Annex 3.5 (Table A.3.5.1). The dependent 
variable is log-earnings per hour. Selectivity corrections are significant for both informal and 
formal employees.  Figure 3.13 shows the value of the coefficients for some of the statistically 
significant variables.   

                                                 
20 The survey includes a question about whether the individual wishes to work more hours. A dummy variable 
taking the value 1 was created when part time workers answered that they did not wish to work more hours.  
21 Not all FTZs are located in urban areas.  
22  In order to correct for selectivity, we estimate the equivalent of inverse Mills ratios using the multinomial logit 
model in the previous sub-section. 
23 Citations quantile regression methodology. 
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3.58 Education significantly increases earnings in both formal and informal occupations. 
Education wage premia are higher for workers that cling to the best paid jobs for their skills in 
each sector except for better educated workers (secondary and above) in informal salaried jobs. 
A college or secondary education are better rewarded in salaried jobs while workers with 
primary or no education enjoy better earnings prospects as self-employed. Completing tertiary 
education increases earnings per hour for all groups of workers at all earning levels. However, 
high and medium earnings formal employees would benefit more from completing tertiary 
education than low earnings formal employees. Informal employees with complete tertiary 
education earn up to 150 percent more than workers with no education or primary incomplete. 
For self-employed workers, completing tertiary education can increase earnings by more than 
100 percent.  Completing secondary education has a large impact on high and medium earnings 
formal employees, all informal employees, and high earnings self-employed.  

3.59 The gender wage gap varies by sector and depending on women’s role in the family. 
Women face a significant earnings disadvantage of around 25 percent (constant throughout the 
earnings scale) compared to men with similar skills as self-employed non-head of households, as 
formal employees household heads (with a higher gap for those in the better pay jobs), and as 
heads in the lower pay informal salaried jobs. The latter two groups of female heads are thus 
relatively more vulnerable to poverty. Female employees that are not heads of household, which 
might be somewhat less pressed in balancing home and job demands, have earnings comparable 
to those of men with similar skills sets. To the extent that being informal entails flexibility in 
work hours that they maybe highly valued by women, the DR labor market exhibits relatively 
less gender segmentation than other countries in LAC..24 

3.60 Economic sector of employment has a larger impact on earnings of the self-employed and 
informal employees, particularly for those in jobs of lower pay for any given skills set. The 
informal salaried do better in manufacturing and in construction jobs of low to average pay for 
their skills, while micro-firm employees in FTZ-linked jobs of above average pay earn almost 50 
percent less than in other sectors. Among the self-employed those linked to FTZs and to financial 
and other real estate activities earn significantly more for their skills as well as government 
contractors in jobs of average pay, while the agricultural self-employed do worse. Among the 
formal salaried, those in construction, agriculture and financial/real estate jobs of low to average 
pay enjoy moderate wage premiums, while FTZ formal-salaried jobs carry an earnings penalty of 
7 percent in low pay jobs and of 16 percent at the upper end of the earnings scale. 

3.61 The findings for construction, the hospitality industry and FTZs are worth noting. The 
fact that construction pays relatively higher wages adjusting for workers’ skills (particularly for 
the formal and informal salaried) does not support the hypothesis that migrants, specifically 
Haitian migrants, create an urban surplus that is depressing wages of low earnings groups. The 
hospitality industry (restaurants and hotels) offer significantly higher earnings only for self-
employed workers at the bottom and middle of the earnings scale (perhaps contractors or micro 
entrepreneurs in tourism zones). Additional estimations show that living in one of the 
international tourism municipalities of the DR has an additional positive impact on earnings for 
formal employees in jobs of low to average pay regardless of their economic sector (Annex 3.6 
shows some results). This positive impact may be due to spillover effects from international 

                                                 
24 IDB, 2004. 
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tourism onto commerce and transportation, financial services, and real estate in nearby areas. 
Finally, the fact that only self-employed workers in the lower end of the earnings scale escape 
the lower earnings associated to FTZ jobs may be interpreted as also reflecting positive 
spillovers of this enclave sector to earnings opportunities in the economy.25  

Figure 3.13:  Selectivity Corrected Earnings Quantile Regression Results -Change of  Log-
Earnings per Hour, 2002 
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25 Additional estimations adding an interaction term (FTZ * Sex) showed that this negative impact is not necessarily 
due to the fact that FTZs employ large number of women. 
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Figure 3.13:  Selectivity Corrected Earnings Quantile Regression Results -Change of  Log-
Earnings per Hour, 2002 (Continued) 
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Notes: For cases in which the variable was not statistically significant in determining earnings’ variation, the bars take 

the value 0.    
- FHH= Female Headed Household; Comm. Transp = Commerce and Transportation. 
- Baseline for education is: no education or incomplete primary education . 
- Baselines for gender are: female self-employed and living in a male headed household and employed in the 
formal sector. 
- Baseline for economic activity is: other economic activity or non-specified. 

Source: Own estimations based on  ENFT. 
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3.62 How can urban workers escape poverty? Are there changes that have the potential to 
propel individual earnings and household income above the poverty line? Poverty depends on the 
worker’s characteristics, but also on how labor markets remunerate these characteristics. We 
simulate the impact of changes in education, economic activity, and migration on poverty using 
the estimated earnings model. We estimate baseline individual earnings consistent with the 
household poverty line in Chapter 1, taking into account the average size (5.5 members) and 
dependency ratio (1.16 workers per household) of urban poor households in the DR. 

3.63 The baseline poor worker used in the simulations has characteristics that are common 
among the poor in the DR: no education or incomplete primary education, male, 17 years of 
experience, head of household, works in manufacturing, and lives in Del Valle (a relatively poor 
region nearing the Haiti border). 

3.64 If the worker has non-measurable characteristics that place him in the “low pay” part of 
the earnings distribution, one way to increase his earnings enough to escape poverty is by 
completing tertiary education, which could be unfeasible (first panel in Table 3.11). If he is an 
informal employee, it would be enough to complete secondary education or move to the more 
prosperous National District, Cibao or Este Regions. If our baseline worker is self-employed, he 
could also work as a contractor in a FTZ to lift his family out of poverty. If he chooses to be a 
formal employee -and cannot complete tertiary education- he would need to complete secondary 
education, shift to construction, and move to the National District. 

3.65 The second panel of Table 3.11 illustrates the impact on poverty vulnerability of 
changing some characteristics of our baseline poor worker if his non-measurable characteristics 
place him in the “medium pay” part of the earnings distribution.26 Completing tertiary education 
has the potential of lifting out of poverty all types of workers. Completing secondary education 
could lift informal employees out of poverty. Switching economic activity from manufacturing 
to construction increases the earnings of informal employees enough to break free of poverty.  
Moving to the National District or Este region lifts medium pay workers out of poverty but 
moving to Cibao region does not increase earnings sufficiently. A combination of completing 
secondary education, moving to the National District, and getting a job in construction, would 
lift informal employees and the self-employed out of poverty.  

3.66 The third panel of Table 3.11 illustrates the impact of changing baseline characteristics if 
the baseline worker is in the high end of the earnings distribution. Completing tertiary education 
allows all workers in this group to escape poverty. Self-employed workers switching to financial 
services and real estate or moving to the National District, or the Cibao or Este regions would 
also be able to escape poverty. 

 

 

                                                 
26 This panel also illustrates the impact of changes in non-measurable characteristics from “low pay” to “medium 
pay.” Non-measurable characteristics such as “contacts” can change due to increasing education or moving.   
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Table 3.11: Simulated Impact of Changes in Education, Economic Activity, or Moving on 
Individual Earnings for a “Poor” Worker, 2002 

 

 Medium Earnings Workers
Ratio Individual Earnings / Individual Earnings Needed to Escape Poverty  

Before After Before After Before After
Education : completing one more level
Completing Primary Education 0.288 0.341 0.597 0.720 0.655 0.756
Completing Secondary Education  0.288 0.503 0.597 1.623 0.655 0.881
Completing Tertiary Education 0.288 1.242 0.597 2.004 0.655 1.542

Changing economic activity
From Manufacturing to Construction 0.288 0.362 0.597 1.213 0.655 0.614
From Manufacturing to Manufacturing Free Trade Zone 0.288 0.261 0.597 0.379 0.655 1.100
From Manufacturing to Financial Services and Real Estate 0.288 0.288 0.597 0.513 0.655 0.844
From Manufacturing to Hospitality Industry 0.288 0.288 0.597 0.386 0.655 0.709

Migrating
From Del Valle to Distrito Nacional 0.288 0.369 0.597 1.360 0.655 0.961
From Del Valle to Cibao 0.288 0.275 0.597 0.946 0.655 0.761
From Del Valle to Este 0.288 0.316 0.597 1.360 0.655 0.961

Increasing Education to Secondary + Moving to Construction 
  + Migrating to Distrito Nacional 0.288 0.809 0.597 4.677 0.655 1.211

Formal Employees Informal Employees Self-Employed

 

 

Source: Own estimates based on the ENFT. 

 

Low Pay Workers
Ratio Individual Earnings / Individual Earnings Needed to Escape Poverty  

Before After Before After Before After
Education : completing one more level
Completing Primary Education 0,542 0,583 0,638 0,732 0,493 0,493
Completing Secondary Education  0,542 0,762 0,638 1,735 0,493 0,618
Completing Tertiary Education 0,542 1,504 0,638 2,558 0,493 1,054

Changing economic activity
From Manufacturing to Construction 0,542 0,726 0,638 0,978 0,493 0,487
From Manufacturing to Manufacturing Free Trade Zone 0,542 0,505 0,638 0,638 0,493 1,275
From Manufacturing to Financial Services and Real Estate 0,542 0,567 0,638 0,462 0,493 0,658
From Manufacturing to Hospitality Industry 0,542 0,479 0,638 0,462 0,493 0,502

Migrating
From Del Valle to Distrito Nacional 0,542 0,737 0,638 1,535 0,493 0,635
From Del Valle to Cibao 0,542 0,570 0,638 1,047 0,493 0,542
From Del Valle to Este 0,542 0,578 0,638 1,458 0,493 0,540

Increasing Education to Secondary + Moving to Construction 
  + Migrating to Distrito Nacional 0,542 1,390 0,638 3,917 0,493 0,785

Informal Employees Self-EmployedFormal Employees

High Pay Workers
Ratio Individual Earnings / Individual Earnings Needed to Escape Poverty  

Before After Before After Before After
Education : completing one more level
Completing Primary Education 0,418 0,536 0,282 0,380 0,938 1,116
Completing Secondary Education  0,418 0,836 0,282 0,767 0,938 1,486
Completing Tertiary Education 0,418 2,243 0,282 1,175 0,938 2,856

Changing economic activity
From Manufacturing to Construction 0,418 0,418 0,282 0,169 0,938 0,938
From Manufacturing to Manufacturing Free Trade Zone 0,418 0,361 0,282 0,135 0,938 0,938
From Manufacturing to Financial Services and Real Estate 0,418 0,418 0,282 0,271 0,938 1,250
From Manufacturing to Hospitality Industry 0,418 0,418 0,282 0,169 0,938 0,938

Migrating
From Del Valle to Distrito Nacional 0,418 0,572 0,282 0,720 0,938 1,393
From Del Valle to Cibao 0,418 0,418 0,282 0,527 0,938 1,086
From Del Valle to Este 0,418 0,454 0,282 0,813 0,938 1,393

Increasing Education to Secondary + Moving to Construction 
  + Migrating to Distrito Nacional 0,418 1,143 0,282 0,799 0,938 2,207

Formal Employees Informal Employees Self-Employed
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3.67 Urban segmentation: can workers access the best possible job for their skills? In this 
subsection we explore the causes of earnings gaps across formal employees, informal employees, 
and self-employed workers. We compute decompositions of earnings gaps that allow us to 
identify earnings differences due to differences in worker’s characteristics or firm’s 
characteristics (differences in covariates) or differences in the way characteristics are 
remunerated (differences in coefficients). When differences in the coefficients predominate, 
there are grounds to suspect labor market segmentation or the existence of barriers that prevent 
workers from switching groups at their convenience.27 

3.68 Table 3.12 shows conditional earnings gaps or estimated earnings and earnings gaps 
using the estimated model. Average earnings and earnings gaps in Table 3.12 are the ones that 
groups should have according to their average characteristics and the remuneration structure 
revealed by the estimated coefficients. Earnings gaps between formal and informal employees, as 
well as between self-employed and informal employees are very large. Estimated gaps between 
these groups are also larger than unconditional average gaps in Table 3.10.  

 
Table 3.12: Estimated Average Earnings per Hour (RD$) and Conditional Earnings Gap - 

Formal Employees, Informal Employees, and Self-Employed, 2002 

High Pay 37.7 11.8 50.7
Medium Pay 21.9 9.7 26.4
Low Pay 17.2 8.4 16.7

High Pay 218.0% -25.6% 327.6%
Medium Pay 126.1% -17.1% 172.6%
Low Pay 105.0% 2.9% 99.2%

Formal Employees Informal Employees Self-Employed

Formal-Informal Formal-Self-Employed Self-Employed-Informal

Note: High pay workers earn at least the earnings corresponding to the estimated earnings for the 70th 
quantile. Low pay workers earn less than the earnings corresponding to the estimated 30th quantile. 
Medium pay workers are the rest. 

Source: Own estimates based on the ENFT. 

 
3.69 Table 3.13 shows that a large percentage of earnings gaps between formal and informal 
employees, of medium and high pay groups, is due to differences in their characteristics (e.g., 
education, experience, sex, and location). For the case of low pay formal and informal 
employees, there is evidence of a high impact of differences in the coefficients or remuneration 
structure.  These differences may be due to productivity differentials by firm size, since, by 
definition, informal employees work in microenterprises. Micorenterprises experience access 
barriers to finance and technological innovation Earnings differentials between high pay and 
medium pay formal employees and self-employed cannot be fully explained by differences in 
average characteristics. However, these gaps may be due to the fact that self-employed are 
entrepreneurs and their initiative and capital generates additional remuneration. Segmentation 
may play an important role between self-employed and informal employees. In this case, the 

                                                 
27 For more on labor market segmentation theory, see Magnac (1991). The wage gap decomposition technique used 
in this section was first presented by Oaxaca (1973). For more on wage decompositions, see Oaxaca and Ramson 
(1994).  
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segmentation may be due to lack of access to capital for informal employees who would like to 
be self-employed.  

 

Table 3.13: Oaxaca Decompositions of  Estimated Earnings Gaps – Log Earnings per Hour – 
Formal Employees, Informal Employees, and Self-Employed, 2002 

 
Formal Employees vs. Informal Employees

Formal Coefficients Informal Covariates Informal Coefficients Formal Covariates

Formal Earnings Informal Earnings Gap % Gap Covariates Gap Coefficients Gap Covariates Gap Coefficients Gap

Low Pay 2.842 2.124 0.718 33.8% -0.049 0.767 0.962 -0.244

Medium Pay 3.086 2.270 0.816 36.0% 0.507 0.309 0.791 0.025
High Pay 3.629 2.472 1.157 46.8% 0.648 0.510 0.620 0.537

Formal Employees vs. Self-Employed
Formal Coefficients SE Covariates SE Coefficients Formal Covariates

Formal Earnings SE Earnings Gap % Gap Covariates Gap Coefficients Gap Covariates Gap Coefficients Gap

Low Pay 2.842 2.813 0.029 1.0% 0.836 -0.807 0.211 -0.182

Medium Pay 3.086 3.273 -0.187 -5.7% 0.255 -0.442 0.351 -0.538

High Pay 3.629 3.925 -0.296 -7.5% 0.245 -0.540 0.197 -0.493

Self-Employed vs Informal Employees
SE Coefficients Informal Covariates Informal Coefficients SE Covariates

SE Earnings Informal Earnings Gap % Gap Covariates Gap Coefficients Gap Covariates Gap Coefficients Gap

Low Pay 2.813 2.124 0.689 24.5% 0.144 0.546 0.716 -0.027

Medium Pay 3.273 2.270 1.003 30.7% 0.099 0.905 0.738 0.265

High Pay 3.925 2.472 1.453 37.0% 0.082 1.371 -0.534 1.987

Estimated

Estimated 

Estimated

Note: For details about the Oaxaca Decomposition, see Annex 3.10. 
Source: Own estimates based on  the ENFT. 

 

MIGRANTS IN URBAN LABOR MARKETS: HOW WELL ARE THEY DOING?  

3.70 This section focuses on analyzing the determinants of earnings for workers who migrate 
to urban areas. Migrants come from rural areas, urban areas or from abroad. In previous 
paragraphs on labor supply (Table 3.1), we showed that migrants made up to 44.4 percent of the 
urban labor force in 2004, and most of them migrated from other urban areas in the country. 
Overall, migrants do not concentrate in particular occupations or sectors. In addition, migrants do 
not have a significantly higher or lower chance of working as formal employees than non-
migrants. Based on these general descriptive statistics, migrants appear as fit to compete in the 
labor markets as their counterparts who are not migrants. Rural migrants in urban areas also 
share these characteristics. Given very limited data on foreign migrants, it is not possible to make 
generalizations, although available data indicates that a small group of foreign migrants is highly 
educated and entrepreneurial, while another group –that could encompass large numbers of 
Haitians- tend to have lower skills (Box 3.1). 

3.71 Migrants in Urban Labor Markets: Moving to a Better Future in the DR. Average 
migrants’ earnings are higher than average non-migrants’ earnings for all earnings levels (Table 
3.14). The average earnings gap is about 5.6 percent favoring migrants, which is a narrow gap 
considering the size of gaps across occupational categories in the formal and informal sector. 
The earnings advantage for migrating is slightly higher for low pay workers.  These differences 
may be due to differences in the characteristics of migrants, differences in earnings of migrants 
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and non-migrants caused by discrimination or segmentation, or non-measurable differences 
between migrants and non-migrants such as ability and drive.   

3.72 As with other groups of workers, average trends may hide important earnings 
differentials among migrants that can have an impact on poverty. Further analysis (not reported) 
show that migrants from other urban areas earn more than migrants from rural areas, but their 
earnings gap is not large. Figure 3.14 indicates that migrants show clear advantage as self-
employed and informal employees, but not necessarily as informal business owners or formal 
employees. 

Table 3.14:  Average Earnings per Hour (RD$) and Unconditional Earnings Gap 
Migrants and Non-Migrants, 2002  

High Pay 68.6 65.0
Medium Pay 24.6 23.5
Low Pay 11.3 10.4

High Pay 5.6%
Medium Pay 4.6%
Low Pay 9.1%

Migrants Non-Migrants

Migrant-Non-Migrant

 

Source: Own estimates based on the ENFT. 

   
 

Figure 3.14: Earnings per Hour (RD$) – Migrants and Non-Migrants  
in Urban Labor Markets, 2002 
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3.73 For Whom does Migration Make Sense?: The Profile of migrants. The decision to 
migrate can make an important difference not only on individual earnings but also for the 
relatives back at home through remittances. Migrants may have distinctive characteristics that 
later will be well remunerated in urban labor markets and are taken into account by them and 
their relatives to make the decision to migrate. 

3.74 In order to study the decision to become a migrant, we estimate a probability model for 
national migrants (from other urban areas or from rural areas).28 The model is based on the 
literature of household migration and estimation results are in Table 3.15.29 Women and those 
with less than secondary education are more likely to migrate. Among men, those who are heads 
of households have a higher chance of migrating. Table 3.16 shows a male household head 
whose probability of migrating is above 66 percent. Attending school is one reason for the 
youngest to stay in the area where they live. 

3.75  Individuals living in large households or who are home owners tend not to migrate. 
Being a home owner can reduce migration chances by almost half (Table 3.16). Remittances do 
not have a net impact on the decision to migrate, perhaps because their effects cancel out. On the 
one hand, households with remittances need less extra income and can afford to stay together in 
the same place even if some of their members are not happy with their jobs. On the other hand, 
remittances may indicate that there are already family members living in the desired destination 
that could help the new migrant, and the remittances per se can help finance the move.   

3.76 Some characteristics of the destination municipality or region attract Dominican internal 
migrants. Access to sewage, houses with bathrooms, and telephone are relevant for migrants to 
make the decision to move to a specific urban area. Contrary to what could be expected, 
predominantly touristic municipalities do not necessarily attract more migrants to work in this 
activity.30 Most migrants are attracted to the National District. Enriquillo, Del Valle, and 
Nordeste Regions are particularly unattractive to migrants. 

 

                                                 
28 We left foreign migrants out of the estimation as we have serious concerns about the quality of the data (see Box 
3.1). In addition, the decision to migrate internationally is influenced by variables describing the country and area 
where migrants come from that are not available in the survey.  
29 Reference household models of migration. 
30 Talk about FTZ partial results.  



 105 

 
Table 3.15: Results Probit Estimation  - Migrants and Non-Migrants - Urban Workers - 

Marginal Effects and Standard Errors at Means, 2002 

 

Variables Marginal Effects Standard Error

Individual Characteristics

Male -0.105 0.014 ***

Primary Education Complete -0.002 0.018

Secondary Education Incomplete -0.068 0.015 ***

Secondary Education Complete -0.101 0.016 ***

Tertiary Education Incomplete -0.091 0.020 ***

Tertiary Education Complete -0.101 0.017 ***

Age Group 20-29 0.138 0.021 ***

Age Group 30-39 0.223 0.024 ***

Age Group 40-49 0.303 0.025 ***

Age Group 50-64 0.375 0.024 ***

Head of Household 0.028 0.019

Head of Household* Male 0.108 0.025 ***

Attending School -0.036 0.017 **

Household Characteristics

Household Size -0.008 0.003 ***

Household Receives Remittances -0.032 0.020

Home Owner -0.139 0.012 ***

Municipality Characteristics 

Municipal Median Precarious Dwellings 0.068 0.044

Municipal Median Access to Water -0.109 0.067

Municipal Median Access to Sewage -0.076 0.024 ***

Municipal Median Bathrooms in Dwellings 0.095 0.030 ***

Municipal Median Access to Phone 0.099 0.028 ***

Tourism Municipality -0.002 0.029

Regional Characteristics

Valdesia Region -0.149 0.028 ***

Este Region 0.021 0.044

Nordeste Region -0.202 0.028 ***

Cibao Region -0.138 0.031 ***

Norcentral Region -0.153 0.023 ***

Noroeste Region -0.188 0.027 ***

Del Valle Region -0.202 0.031 ***

Enriquillo Region -0.217 0.028 ***

Number of Observations 9187

LR Chi2 (29) 1771.11***

Pseudo R2 0.145

Observed Probability of Migrating 0.378

Predicted Probability at mean characteristics 0.355

***  significant at 1%, ** significant at 5%, * significant at 10%

Migrant

 

Source: Own estimates based on  ENFT. 
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Table 3.16: Estimated Changes in Probability of Migrating for Different Types of Individuals 

 

Source: Own estimates based on the April 2002 ENFT. 

 
 

3.77 Sharing the same Market: Do Migrants get the best jobs for their skills?. In order to 
estimate the net effect of factors such as education, experience, occupational category, and 
economic activity, we estimate quantile earnings equations corrected for selectivity caused by 
the endogeneity of the decision to migrate (Pianto, Pianto, and Arias, 2005b).  Quantile earnings 
equations allow us to estimate different sets of coefficients for low, medium, and high pay 
workers, controlling for unmeasured differences in ability or drive. Results are shown in Annex 
3.7 (Table A.3.7.1).31   

3.78 Earnings determinants are very similar for migrants and non-migrants and consistent with 
earnings determinants in the previous estimations. Education has a highly positive effect, 
especially after completing tertiary education. Construction, manufacturing, and financial 
services lead to higher earnings than agriculture, the hospitality industry, and other activities. 
Working in FTZs implies a similar wage penalty for both migrants and non-migrants. Working 
as a formal salaried or self-employed is significantly better than working as an informal 
employee for both migrants and non-migrants.  

3.79 Some differences between earnings determinants for migrants and non-migrants are 
particularly interesting. Women who are heads of household earn significantly less in the non-
migrant group for all pay levels, while only low- pay migrant female heads of household 
experience a penalty. Working in construction provides a premium for migrants that is slightly 
smaller that that of non-migrants. Working in manufacturing or in the public sector implies a 
smaller premium for migrants. 

3.80 In spite of  the differences in payment structure noted in the previous paragraph, similar 
techniques to those used to assess segmentation in the previous section lead us to conclude that 
differences in earnings between migrants and non-migrants not only are small but are mostly due 
to their characteristics and skill levels (Tables 3.17 and 3.18). Given their characteristics, 
migrants are doing slightly better in urban settings than non-migrants at all wage levels.   

 

                                                 
31 In this case, the selectivity correction term accounting for the probability of being a migrant was not significant. 
Thus, our regression is equivalent to two separate quantile regressions for each group.  

Estimated Probability
Effect of Changing Female No Education* Household Precarious Home Del Valle Being Unemployed
To Head Dwelling Owner

X X X X X 0,504
Male X X X X 0,668
Home owner X X X X X 0,315

Individual Characteristics
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Table 3.17: Estimated Average Earnings per Hour (RD$) and Conditional Earnings Gap 
Migrants and Non-Migrants, 2002 

High Pay 36.6 32.6
Medium Pay 25.8 26.4
Low Pay 18.7 21.1

High Pay 12.2%
Medium Pay -2.0%
Low Pay -11.2%

Migrants Non-Migrants

Migrant-Non-Migrant

 

Source: Own estimates based on ENFT. 

 
Table 3.18: Decompositions of Estimated Log Earnings Gaps- Migrant and Non-Migrants, 2002  

 
Migrant Earnings Non-Migrant Earnings Gap % Gap

Low Pay 2.928 3.047 -0.120 -3.9%
Medium Pay 3.252 3.272 -0.020 -0.6%

High Pay 3.599 3.484 0.115 3.3%

Migrant Coefficients Non-Migrant Covariates Non-Migrant Coefficients Migrant Covariates

Covariates Gap Coefficients Gap Covariates Gap Coefficients Gap

0.003 -0.123 0.013 -0.133

0.025 -0.045 0.028 -0.047

0.063 0.052 0.153 -0.038

Estimated 

 

Source: Own estimates based on  ENFT. 

RURAL EMPLOYMENT: WHERE ARE THE GOOD JOBS? 

• Rural areas have been and will be severely affected by the changing trade environment. 
In the transition from a predominantly agricultural rural economy towards a fully 
developed non-farm rural sector, workers face severe obstacles to switching to the non-
farm sector. 

• Access to infrastructure has a positive impact on choosing the non-farm sector. 
• Primary education is very important for those in the agricultural rural sector. 
 

3.81 Poverty is higher and deeper in rural areas of the DR, but recent poverty estimates reveal 
that rural areas are becoming more egalitarian in terms of income. According to Chapter 1, there 
are two periods within 1997-2004 with different performance of urban and rural areas in terms of 
poverty and inequality. In the first part of the period, from 1997 to 2002, there was a reduction in 
poverty in urban areas, whereas rural poverty rose by 3 percentage points. In 2004, there was a 
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modest increase in inequality in urban areas and a more robust decline of rural income 
inequality. But urban areas experienced a higher increase in poverty from 1997 to 2004, 
particularly during the recent crisis, and now concentrate a majority of the poor. Between 15 to 
18 percent of the urban population became poor, compared to 12 to 14 percent in rural areas. 
Still, the incidence of rural poverty in 2004 was around 15 percentage points higher than in urban 
areas, while extreme poverty was about 8 points higher.  

3.82 Rural labor markets are essential to get households out of poverty in the medium and 
long term. Specifically, rural labor markets in the DR have been characterized by a shift from 
farm to non-farm activities. In this section we explore what is the best way to make this shift as 
pro-poor as possible. Other questions that guide our analysis of rural labor markets are: Should 
policies encourage people to move from farm to non-farm activities in order to reduce poverty in 
rural areas? What are the characteristics that determine the participation of workers into the non-
farm sector? What are the needs of the non-farm sector in the DR (especially as it enters a new 
period with CAFTA and other trade agreements)?  

3.83 Another crucial factor for rural poverty reduction is the evolution of earnings in rural 
areas. In the 1990s, farm real earnings did not increase despite the increase in farm labor 
productivity and in non-farm real earnings. Two hypotheses presented by Lizardo (2004) are 
that: (i) there is a highly elastic labor supply because of the presence of Haitian workers; and (ii) 
farm earnings are used as a reference for non-farm workers earnings in rural areas. This section 
revisits these questions in light of what determines the decision of choosing the farm sector, and 
who are the winners and who are the losers in terms of wages in this changing labor market.  

3.84 According to the 2004 ENFT, almost one third of the DR population lives in rural areas 
(1,850,000 people in working-age, from whom one million are workers). According to the World 
Bank’s Rural Flagship (2004), the official national definitions of a rural area in LAC tend to 
differ significantly from the suggested definition, which is the combination of living in areas 
with population density of less than 150 people per square kilometer plus living more than one 
hour travel time to a city.  However, for the DR, the two definitions are very similar empirically 
and yield a similar percentage of people living in rural areas, which may suggest that using the 
official definition (BCRD’s definition) is not far from what intuitively we think rural areas mean 
(areas with low density and isolated from urbanized centers). 

3.85 Rural Labor Markets in the DR: Trends and Characteristics. Rural areas in the DR 
have been left out in terms of their participation in the economic prosperity of the late 1990s. 
Overall, this has been due to two main facts: the change in international demand for more goods 
related to the FTZs and the tourism sectors, and the fact that public policies have accelerated the 
urbanization process in the DR. Transfers from the agricultural sector to urban non-agricultural 
activities reduced the long term investment capacity of the agricultural sector and its ability to 
create job opportunities (e.g., food price controls, taxation of agricultural exports). There is also 
an urban bias towards the development of social service infrastructure. These facts, among 
others, have left the rural sector with fewer opportunities in terms of gaining from the 1990s 
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economic expansion.32 Moreover, these problems were accentuated with the 2002-2004 
economic crisis.   

Table 3.19: Agricultural and Non-Agricultural GDP Growth Rates, % 

Country 
Growth of 
Agriculture 

Growth of 
non-farm 
activities 

Argentina 2.3 2 
Brazil 3.5 4.3 
Chile 3.2 4.5 
Colombia 1.9 4.3 
Costa Rica 3.4 4.7 
DR 2.5 5.5 
Ecuador 0.7 5.1 
El Salvador 0.9 2.4 
Guatemala 2.9 3.7 
Guyana 2.1 -0.1 
Honduras 2.4 3.9 
Jamaica 1.6 0.6 
Mexico  2.1 4 
Nicaragua 1.2 0.4 
Paraguay 4.2 4.8 
Peru 2.1 2.2 
Trinidad and Tobago -1 3.2 
Uruguay 1.1 2.2 
Venezuela 2.2 1.8  

Note: Annual averages for 1970-1999, data at constant 1995US$. 
Source: World Bank (2004).  

 
 

Figure 3.15: Employment and Unemployment Rates by Gender 
in Rural Areas 
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32 Mora Baez (2004). 
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3.86  In particular, the gains within rural labor markets have been historically kept by the non-
farm sector. The non-farm economy has grown faster during the last three decades and these 
gains have been greater for the DR than for other LAC countries (Table 3.19). According to the 
World Bank (2004),33 the DR has the highest non-agricultural GDP growth rate (5.5 percent), 
whereas the agricultural sector grew slightly above the average rate among this set of countries 
(2.5 percent) for the period 1970-1999. 

3.87 A first salient feature of the rural labor market is strong gender differences. Figure 3.15 
shows that unemployment rates by gender are very different. While men show unemployment 
rates of less than 10 percent, women 
show unemployment rates of more 
than 30 percent for all years. For both 
men and women, there is a decrease 
in unemployment rates from 1997 to 
2002 and then an increase in 2004.34 
During the economic crisis that 
started in 2002, when the probability 
of job loss increased and real wages 
decreased, there is evidence of added-
worker effects: when unemployment 
rates for male workers increased, both 
female unemployment and 
employment rates also increased from 
2002 to 2004. This is typical behavior 
in crisis situations in developing 
countries: as male employees lose their job opportunities, women enter the labor market, which 
shows in an increase of both female unemployment rates and female employment rates.  

3.88  Figure 3.16 also shows that women have improved their situation in rural labor markets 
in terms of wages. Hourly labor incomes are always higher for men, but the difference in hourly 
labor incomes for men and women falls over time. Women tend to work fewer hours than men 
and they are (surprisingly) less likely to work in the informal sector (Table A.3.8.1 in Annex 3.8) 

3.89 Table A.3.8.1 in Annex 3.8 shows several labor market characteristics by gender. In 
terms of occupational characteristics, men are concentrated in small and big private firms. 
Women have a much more diverse pattern in terms of the kind of firms where they work. In 
2004, 10 percent of women worked in FTZs (while only 3 percent of men worked in FTZs), 17 
percent in the public sector (only 7 percent of men), 38 percent in small private firms, and 36 
percent in big private firms.   

3.90 Farm or non-Farm occupations: Where is the line? Farm activities are defined as those 
activities performed by people who either distinguish themselves as agricultural workers by their 
occupation (skilled or unskilled), or by those who declare to be working as professionals but in 
the agricultural industry. All other activities are considered as non-farm.  

                                                 
33 World Bank (2004). 
34 See unemployment definition in unemployment section. 

Figure 3.16: Average Hourly Wages by Gender in Rural 
Areas 
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3.91 In looking at the choice of farm versus non-farm for rural workers, this section explores 
to what extent rural labor markets are segmented in the DR. That is, whether there are barriers to 
mobility across occupations and economic activities in rural areas that create a divide between 
attractive and non-attractive jobs that are unrelated to workers’ skill endowments. The main 
objective is to look specifically at workers’ mobility from the farm to the non-farm sector, as 
well as which factors predict the probability of choosing to work in non-farm activities. In this 
way, we are able to identify patterns of worker mobility suggesting rigidities or segmentations in 
rural labor markets along the farm/non-farm division.35  

3.92 Rural non-farm 
employment and incomes 
are crucial to LAC rural 
households.36 This 
increasing tendency 
towards non-farm rural 
employment in rural areas 
has been a trend for most  
LAC countries,37 but the 
DR shows one of the 
highest rates (Figure 3.17), 
similar to that of Costa Rica 
and Mexico. The key 
importance of the non-farm 
sector in rural areas of the 
DR is increasing in the 
period 1997-2004 (Figure 
3.18). In 2004, more than 
two thirds of rural workers 
were dedicated to non-farm 
activities.  
 
3.93  The large number 
of workers in the non-farm 
sector indicates that this 
sector is very 
heterogeneous by nature 
(Figure 3.18). However, the 
level of skills needed for 
non-farm jobs does not 
seem to be very high 

                                                 
35 The theory of segmented labor markets asserts that the labor market can be described as consisting of two separate 
sectors: a high-wage sector with high benefits and high returns to human capital but a limited amount of jobs, and a 
low-wage sector where many of the individuals qualified to work in the high-wage sector are forced to work in 
because of the rationing of jobs. For a recent exposition, see Dickens and Lang (1988) or Magnac (1991).  
36 Reardon, Berdegué and Escobar (2001). 
37 Lanjouw (2001). 

Figure 3.17:  Rural Non-Farm Employment in LAC, 2001-2002 (%) 
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Figure 3.18: Farm and Non-Farm Employment in  
Rural Labor Markets 
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according to workers’ 
occupations. For instance, in 
2002, 50 percent of non-
farm workers performed 
activities either as 
laborers/operators, or craft 
workers.  

3.94 The exclusion of the 
poor from non-farm 
activities could be a factor 
for an increasing tendency 
towards higher income 
inequality in rural areas in 
the DR. Previous work in 
the LAC region and other 
developing countries 
indicates that the non-farm sector is surprisingly large in size and more dynamic than the 
agricultural sector. However, the sector includes a variety of occupations/industries with 
relatively low productivity and unlikely to offer great options in terms of income mobility. FTZs 
and tourism in rural areas are activities that generate employment, in part because of existing 
government policies to support these sectors. 

3.95 To find out whether the DR is excluding poor workers from non-farm labor markets, we 
need to answer the following questions: Is the difference between non-farm and farm earnings 
increasing over time? Is this earnings gap the same among unskilled versus skilled workers? 
These questions try to identify who are the winners and who are the losers in the changing labor 
market in the last eight years. Identifying earnings gaps helps policy makers design policies to 
remove obstacles to access well paid jobs as well as bring the right skills to the population, both 
essential to reduce poverty and income inequality.   

3.96 We restrict the analysis to rural areas according to the BCRD definition.38 We also 
restrict the sample to those who are 15 to 65 years old. Table 3.20 shows the distribution of 
earnings for workers in the farm and non-farm sectors, that is, earning levels for jobs of different 
pay (low pay, average and high pay), and the resulting (unadjusted) wage gaps for each group. 
We observe that the farm-non farm wage gap increased over time. Likewise, farm workers 
seemingly did relatively better during the growth period (at high pay jobs they actually had an 
advantage in 2002), but their wages fell more during the 2002-2004 crisis. The farm/non-farm 
earning gap is smaller in jobs of high and average pay. Given these earnings differentials, the 

                                                 
38 There are two broad definitions of rural (World Bank, 2004). The first one captures the traditional approach that 
equates rural workers and territories with agricultural economic activities. In this sense, the traditional sectoral 
approach defines rurality based on the size of agricultural production. An alternative definition of the rural sector 
emphasizes population density and/or geographic distance to major cities within countries. This is the definition 
used by the BCRD, that is urban individuals are those living in the capital of a municipal district. All territories 
marked as sections or “parajes” are also classified as rural areas.  

Figure 3.19:  Distribution of Workers in Farm and Non-Farm 
Activities by Occupation 
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movement of workers from farm to non-farm activities in low-pay jobs should have an 
equalizing impact on earnings.39   

 

3.97 These earnings gaps do not control for differences in worker characteristics such as 
education, experience, family and job characteristics, which can be legitimate sources of 
earnings differentials. We will examine in the next subsection whether these differences persist 
when we control for such socio-economic characteristics and how these impact participation in 
the farm and the non-farm sectors, and what is the profile of those who manage to obtain a wage 
premium in the non-farm sector.  

3.98  Who leaves the farm: Profiling non-farm workers? Non-farm workers are younger and 
tend to be better educated. Table A.3.8.2 in Annex 3.8 shows the main socio-economic 
characteristics of workers in farm versus non-farm sectors. In terms of age groups, the age 
structure of the farm and non-farm sectors is very different. For instance, the most represented 
groups in the non-farm sector are those who are between 20 and 29 years of age, while the most 
single represented group in the farm sector is the oldest one (50-65). This unconditional set of 
characteristics suggests different (future) labor dynamics for these two sectors. If we divide the 
farm as well as the non-farm samples by educational levels, we can observe that the non-farm 
sector has a more heterogeneous pattern in their workers in terms of education. The farm sector, 
even though it has a smaller share of people who has up to primary school, is mainly composed 
by workers who have completed primary school at most (e.g., 88 percent in 2004).  

3.99 Lower income families are more likely to work in farm activities. Table 3.21 shows labor 
force participation in farm versus non-farm for each quintile of per capita family income. In 
2004, 87 percent of individuals from the richest quintile were engaged in non-farm activities, 
compared to only 47 percent in the lowest income bracket.   

                                                 
39 Of course, moving a large number of people from farm to non-farm activities can change this equilibrium, making 
the gains of moving from one sector to the other smaller, or making them disappear.  

Table 3.20:  Hourly Wages for Workers in the Farm and Non-Farm Sectors by percentile 
April 2004 prices (RD$) 

    
Non-
Farm       Farm     Gap in % 

  1997 2002 2004   1997 2002 2004   1997 2002 2004 

Low Pay 37.1 29.4 22.3  28.0 23.7 16.3  32.7 23.9 37.0 
Medium 

Pay 41.4 41.2 27.2  37.8 35.8 23.8  9.5 15.1 14.4 
High Pay 74.1 66.3 46.7   66.9 71.3 39.0   10.8 -7.1 20.0  

Note:  Low earnings is defined as the 30th percentile, median as 50th, and high as 70th.  

Source:  Own estimations based on  ENFT. 
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3.100 This lower participation of low-income families in non-farm activities is consistent 
through all years analyzed. In 1997, for example, 74 percent of the workers in the richest quintile 
of per capita family income participated in the non-farm sector, whereas only 29 percent of the 
poorer participated in it. For each income bracket, we find an increasing participation in non-
farm activities, which sums up to the whole story of movement from farm to non-farm activities 
in the rural economy. In terms of gender, given the low participation of women in the farm 
sector, we can observe that the participation in the non-farm sector is very high for each income 
bracket. However, the pattern is the same for men and women, having higher participation of 
workers in non-farm activities for the higher-income families.  

3.101 We now turn to our main objective of disentangling which are the factors that affect 
participation in non-farm activities vis-à-vis the traditional agricultural sector. Table A.3.9.1 in 
Annex 3.9 shows a Probit model for the likelihood of working in the non-farm sector for workers 

Table 3.21:  Labor Force Participation in Farm and Non-Farm Sectors 
by Gender and Household Income 

1997 

  Total Female Male 

Income Quintile Farm Non-Farm Farm Non-Farm Farm Non-Farm 

1 70.5 29.5 16.0 84.0 81.6 18.4 

2 47.7 52.3 11.4 88.6 55.6 44.4 

3 38.6 61.4 11.6 88.4 46.6 53.4 

4 28.8 71.2 5.1 94.9 36.9 63.1 

5 25.5 74.5 2.7 97.3 32.9 67.1 

2002 

  Total Female Male 

Income Quintile  Farm Non-Farm Farm Non-Farm Farm Non-Farm 

1 61.1 38.9 14.6 85.4 70.7 29.3 

2 40.8 59.2 6.8 93.2 49.3 50.7 

3 33.2 66.8 2.4 97.6 42.5 57.5 

4 25.7 74.3 0 100 36.1 63.9 

5 17.2 82.8 2.4 97.6 25.1 74.9 

2004 

  Total Female Male 

Income Quintile  Farm Non-Farm Farm Non-Farm Farm Non-Farm 

1 53.1 46.9 10.2 89.8 64 36 

2 39.1 60.9 7.1 92.9 48.7 51.3 

3 28.8 71.2 6 94 37 63 

4 24 76 2.5 97.5 32.3 67.7 

5 13.2 86.8 0.6 99.4 19.2 80.8  

Note:  Income quintiles are adjusted per capita income quintiles.  

Source: Own estimates based on the April 1997, 2002 and 2004 ENFTs. 
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aged 15-65 in rural areas for 2002.40 The main results that come from this model are the 
following: 

• Education is key in granting access to employment in the non-farm sector in rural areas. 
Those achieving at least completed primary school are more likely to work in the non-farm 
sector. Also, the more educated, the higher the probability of working in non-farm activities. 
Chapter 5 stresses the worries about the situation in rural areas regarding education, especially in 
terms of quality of education. Investing in education in rural areas seems to be the key to let poor 
workers access new labor market opportunities, which are the key to get less-advantaged families 
out of poverty. 
 
• Women are more likely to work in the non-farm sector. This is not surprising, since from the 
previous descriptive statistics we knew that male workers in rural areas were evenly divided 
between farm and non-farm, while women are mostly dedicated to non-farm activities.41  
 
• Compared to living in rural areas of the National District, people living in other regions of 
the country are less likely to work in non-farm activities. This makes sense, since access to a big 
city like Santo Domingo opens up more possibilities for entering in a more diversified activities, 
as well as channels of information about diverse activities to pursue, instead of being restricted to 
engage only in farm activities. To proxy for geographic isolation (or lack of), we construct 
average access to services (electricity, water and sanitation services) by municipality. Those who 
live in municipalities with higher levels of access to public services like electricity, water and 
sanitation are more likely to work in non-farm activities. Having in mind that regional effects 
here are proxying for natural endowments, we observe that workers in regions such as Valdesia 
and Nor-Central are equally likely to work in the non-farm sector compared to those living in the 
National District. In other regions such as the Nor-Oeste, Este, Del Valle and Enriquillo, workers 
are much more likely to work in the farm sector.  
 
• Regarding the type of occupation, salaried employees are more likely to engage in non-farm 
activities than the self-employed and small firm owners. Part-time workers as well as migrants 
are equally likely to work in either sector.  
 
• Young workers are less likely to be in non-farm activities after controlling for all these socio-
economic characteristics. This is different from what we found in our descriptive statistics. There 
is no easy explanation for this, since risk diversification theories say that younger people tend to 
be more risk takers, trying to diversify, and breaking the mold of older cohorts. The analysis of 

                                                 
40 Rather than presenting the parameter estimates, we present the marginal effects. The decision to select 2002 
(instead of the more recent 2004) was made because it is a year that did not present big changes in terms of 
economic crisis. This section provides a first look at the factors that influence the decision of working in the non-
farm sector.  
41 One possible reason for the small labor force participation of women in farm activities could be that wives of farm 
workers devote a lot of their time to farm activities. However, they do not consider it an actual job, and they do not 
report it accordingly. This underreport can have an impact in this marginal effect, which in this case would be 
overestimated. However, the DR presents interesting labor market opportunities for women (FTZs and tourism), 
which may attract them to these non-farm activities.  
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wages might explain this, if younger and inexperienced workers are less rewarded in the non-
farm labor market than older workers.  
 
• Remittances have no effect on the decision between working in the farm versus the non-farm 
sector. On average, the percentage of households that receive remittances is smaller compared to 
urban areas (see section on the productive use of remittances in Chapter 2). 
 
• Being a migrant has no impact on this decision either. Of course, being a migrant in rural 
areas has a different meaning to being a migrant in urban areas. Usually, those who are migrants 
in rural areas are likely to come from other rural areas, with a similar spectrum of possibilities of 
employment. It may be the case that this variable is mixing national migrants with Haitian 
migrants. Haitians in rural areas tend to work in agricultural activities. Therefore, they may bias 
the effect towards being more likely to work in the farm sector, whereas being a “national” 
migrant may bias the effect towards being more likely to work in the non-farm sector. These two 
facts could lead to a zero effect, if these two opposite forces cancel each other. In this sense, lack 
of reliable information about being Haitian does not allow us to separate these two effects. 
Finally, living in a FTZ municipality increases the chances of working in the non-farm sector, 
while living in a tourism municipality does not affect this decision.  
 
3.102 Winners and Losers in the Rural Economy. Below we analyze who are the winners 
and losers in terms of wages in the rural economy. As it was shown before, similar to the rest of 
LAC countries, farm wages declined throughout the period, while non-farm workers tended to do 
better. Here we need to take into consideration the fact that Haitian migrants may push wages 
down for low-skilled workers. Haitian migrants increase low-skilled labor supply and reduce 
average low-skilled wages, especially for those in the farm sector. Therefore, even if low-skilled 
workers in the farm sector increase their productivity, there are market forces driving their wages 
down because of the existence of a highly elastic labor supply which will keep wages low.  

3.103 This section is going to analyze which socio-economic characteristics make workers do 
better in terms of wages for different levels of workers’ skills. The model is corrected by self-
selection, because it can be the case that there are some unobservable characteristics (not 
included in the model) which are correlated to the decision of working in the non-farm sector 
(i.e, ability) that are also correlated with earnings, leading to a non-random selection of workers 
in each sector. Tables A.3.9.2 and A.3.9.3 in Annex 3.9 show results for this selectivity-corrected 
quantile regression model,42 for the 30 percent lowest-paid jobs, the average-paid jobs and the 30 
percent best-paid jobs, for the non-farm and farm sectors, respectively. The results are as 
follows: 

• Only those workers with university education employed in the non-farm sector obtain 
positive returns to education. All other educational levels have the same return as having less 
than primary school. This is different for farm workers for whom completing primary education 
has a reward in terms of wages, compared to those with less than primary school. This reward is 
lower for those workers positioned on the top of the wage ladder given their skills. Hence, it does 
pay to complete primary school and it pays more for workers whose unobservable skills place 

                                                 
42 See Buchinsky (2001) for more details about selectivity-corrected quantile regression models. Applications can be 
seen in Pianto, Pianto and Arias (2004), and Reck (2003).  
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them at the bottom of the wage ladder. That is, completion of primary education can compensate 
relatively more for lack of other earnings determinants such as labor market connections and 
parental background. One clear policy implication here is the need to provide incentives for farm 
workers (at least for the youngest) to finish their primary education.   
  
• Having secondary education does not make a difference in terms of wages for farm workers 
but, again, having university education does have a positive impact on income. The return to 
university education is higher at the bottom and top of the wage ladder, while it is smaller for 
workers in the median. This could imply that in rural areas it pays off either to have a tertiary 
degree to teach in rural schools (low pay tertiary education workers), or to have this tertiary 
degree to be a professional working in agricultural activities (high pay tertiary education 
workers), while it does not pay off to be at an intermediate income level.  
 
• Identifying those municipalities that have tourism as a main activity sheds light on the 
differential effect this externality can have on the earnings of those in the farm and the non-farm 
sectors. Living in a touristic municipality has a positive impact for those workers in the top of the 
wage ladder in the non-farm sector. For those in the farm sector, living in a touristic municipality 
has a negative impact on farm workers’ salaries. This is an interesting result, and shows the trade 
offs that the labor market faces when it has a strong non-farm activity that is pulling workers to 
this new sector.  
 
• Living in FTZ municipalities improves salaries for non-farm workers in low-pay jobs, 
suggesting that opportunities to work in this kind of firms in these municipalities improve the 
well-being of those who are worst paid in the scale of wages. Policies toward increasing FTZ 
opportunities should impact positively on a more equitable wage distribution.  
 
• Gender wage premiums are higher for the non-farm sector for those in the lowest level of 
skills. Having controlled for all these socio-economic characteristics, this is usually attributed to 
what is called “wage discrimination.” For farm workers, this effect is nonexistent, except for 
those in average paid jobs.   
 
• Both being a head of household and a migrant worker do not have a significant impact on 
non-farm wages. This holds for each type of worker. For those working in a farm activity, being 
a head of household has a positive impact on wages for those in low-pay or medium-pay jobs. At 
the same time, being a migrant working in farm activities has a negative impact on wages for 
those in high-paid jobs. Since migrants are usually coming from other rural areas, this might 
suggest that entrepreneurs and other skilled workers in farm sectors gain from establishing 
themselves in one area/municipality. In terms of remittances, receiving remittances from abroad 
has an impact on non-farm earnings only for those in the average level of skills (average-paid 
workers).  
 
3.104 Table A.3.10.1 in Annex 3.10 presents the Oaxaca decomposition (Oaxaca, 1973) of 
wages for non-farm versus farm workers. First it is important to note the existence of a positive 
wage gap benefiting non-farm workers for each of the three groups of workers, despite having 
controlled for a set of observable individual and sector characteristics. Whereas this could be the 
result of missing explanatory variables, we can also think of them as the product of the labor 
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market not being flexible enough to equalize wages through arbitrage. The last column of Table 
A.3.10.1 suggests that most of the total gap between non-farm and farm workers is due to 
differences in the way the labor market rewards characteristics in each sector (farm and non-
farm). This means that the differences in the returns to productive characteristics among non-
farm and farm workers are explaining a big part of the non-farm/farm wage gap. 

HAITIAN MIGRATION IN DOMINICAN LABOR MARKETS 

3.105 In this section, we recap the evidence bearing on the potential impact of Haitian 
migration on the Dominican labor market. We reach two tentative conclusions: 

• The flow of Haitian migrants does not seem to affect average earnings or the average 
earnings of the unskilled in urban areas, but may be exerting a downward pressure on 
agricultural earnings, although further analysis is needed of this issue; and 
• Some Haitian or Haitian descent groups tend to be particularly vulnerable to poverty given 
their age profile (youth), low skill level, and, for some, rural residence. 
 

3.106 The impact of migration flows depends upon the characteristics and conditions of the 
host labor market.  The literature on how migration impacts host labor markets draws on 
evidence of its effects on U.S. labor markets. According to Borjas (2001), economic theory states 
that immigrants will generally increase the national income of the host country, with larger gains 
evident where differences in productive endowments between immigrants and natives are 
greater. Benefits are not evenly distributed over the native population; those with productive 
endowments that complement immigrants’ skills gain, while natives with competing productive 
endowments lose. The impact of immigration on the wage structure varies depending upon the 
openness of the labor market, the distribution of immigrant flows into local markets, and natives’ 
response to these shocks.  Natives may respond to immigrant flows by moving labor or capital to 
other localities until wages and returns to capital regain equilibrium across areas, thus diffusing 
the measurable effects of immigration throughout the national economy.  

3.107 In addition, Borjas (1999) argues that immigration ‘greases the wheels’ of the labor 
market. Although sizable wage differences exist across regions and/or states in the US, native 
workers may choose not to move since the costs of relocation can dilute potential gains. On the 
other hand, newly arrived immigrants are a self-selected sample of individuals who have chosen 
to bear the fixed costs of the geographic move, and thus their location decision should be much 
more responsive to interstate wage differentials. Once the fixed costs of moving to the U.S. are 
accepted, it costs little additionally to choose one destination over another, and income-
maximizing immigrants will move to the best income opportunities, resulting in new immigrants 
clustered in states offering the highest wages. Immigration thus plays an important role in 
improving labor market efficiency and accelerating the wage convergence process across states. 

3.108 Finally, Card (2005) states that, though immigration has a strong effect on relative 
supplies of different skill groups, immigrant-induced supply shocks do not heavily impact local 
labor market outcomes of low skilled natives. Recent evidence shows that absorption of 
unskilled immigrants takes place within industries in high-immigrant cities rather than between 
industries or with selective mobility. Furthermore, an analysis of aggregate relative wages using 
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2000 census data shows that wages of native dropouts (less than a high school diploma) have 
remained nearly constant since 1980 relative to native high school graduates. This is in spite of 
immigrant-induced increases in the relative supply of dropout labor, and despite the rise in the 
wage gap between native high school graduates and college graduates in the U.S. economy. 

3.109 What can be said about the impact of Haitian migration on low-skill wages in the DR? As 
we mentioned in Box 3.1, it is impossible for us to formally test any of the previous hypotheses 
due to lack of reliable census or survey data on Haitian immigrants in the DR. However, given 
labor market trends, unemployment patterns, and earnings patterns in both urban and labor 
markets it is possible to gauge indirect evidence on the role of Haitian migration in Dominican 
on the average wage of the unskilled in the DR.  

• Reservation wage for Dominican Workers: Remittances may inflate the reservation wage for 
some low skilled Dominican workers, allowing them to finance periods of unemployment. This 
may be true for both workers who are currently looking for jobs and discouraged workers. 
Evidence from the unemployment section in this chapter supports this argument in the case of 
urban households. Individuals who live in households with remittances are more likely to be 
unemployed. Remittances are not as relevant in the case of rural households. 
• Excess labor demand niches: “high” reservation wages for some low-skilled workers may 
create niches in the labor market that experience excess labor demand. Some jobs are just not 
attractive or paid enough for large groups of Dominican workers to take them and are being 
filled by Haitian workers. Box 3.1 indicates that this may be the case of construction. We find no 
evidence on declining wages in construction. On the contrary, construction is one of the best paid 
sectors of the Dominican economy given worker’s skills. 
• On the other hand the case of agriculture may be one in which migrant labor supply could be 
depressing wages. Remittances do not affect the decision between farm and non-farm in rural 
settings and agriculture offers the worst earnings in the economic activity spectrum. 
• Foreign migrants earn less, once controlling for other factors. Since Haitian workers seem to 
have considerably less human and physical capital than migrants from other countries 
(tabulations using ENFT, FLACSO), this earnings effect can be attributed to Haitian migration. 
However, this does not prove that their low wages cause wages to fall for everyone else in the 
economy. In fact, Haitians seem to participate disproportionately in low-wage segments of the 
labor market. Haitians tend to work as informal employees, including domestic services, in large 
proportions. 
 
3.110 While a discussion on international migration policies is beyond the scope of this Poverty 
Assessment, potential labor and social impacts of Haitian migration are very relevant to poverty 
reduction and should be studied in detail using census or household survey data. Given current 
coverage and potential bias in the census and household surveys (summarized in Box 3.1) such 
research cannot be achieved with these data. Census or household survey data that increase 
current coverage of Haitian communities in the DR would complement data collected in 
specialized surveys such as IOM –FLACSO. Such a combined approach was used by IOM-State 
of the Nation Project (2001) to study the state of migration flows between Nicaragua and Costa 
Rica as well as evaluating their economic and social impact. The case of Nicaragua and Costa 
Rica is particularly interesting because Nicaragua is poorer and has suffered from political armed 
conflict, both conditions shared by Haiti. IOM-State of the Nation Project (2001) concludes that 
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Nicaraguans are not driving down earnings or taking jobs that could potentially be taken by 
Costa Ricans. On the contrary, Nicaraguan migration has a positive economic effect as they fill 
out niches in the Costa Rican labor market. This positive effect is framed by sustained economic 
prosperity in Costa Rica marked by overall real wage increases and very low unemployment. 
Nonetheless, the report finds some negative social impacts in the form of increased demand for 
social services that represent a challenge to the Costa Rican Government.  

3.111 Similar to Costa Rica and Nicaragua, the migration phenomenon of Haitians in the DR 
poses both poverty reduction opportunities and challenges for Haiti and the Dominican Republic. 
The role of migration policy as a poverty reduction tool should be explored further after gauging 
essential statistical evidence.  It is also crucial that social policies, including health and 
education, take into account the impact of Haitian migration on demographics and service 
demand.  Naturally, these considerations need to be framed by a comprehensive institutional 
framework that should emerge from a debate within and between each of the countries involved. 
In Box 3.4 we summarize some key aspects of the comprehensive framework adopted by Costa 
Rica and Nicaragua that could be useful to this debate.  

Box 3.4: Migration Flows between Costa Rica and Nicaragua and Bilateral Migration Policy 

Nicaraguans have been migrating to Costa Rica for decades looking for jobs and escaping natural 
disasters, armed conflict, and poverty. Some Nicaraguans enter Costa Rica looking for temporary or 
seasonal work and go back to Nicaragua. By the year 2000, approximately 250,000 Nicaraguans worked 
and lived in Costa Rica. This figure is common across different sources including the Costa Rican 
national census. However, this figure does not include seasonal workers, who range between 40,000 and 
90,000. Nicaraguans are part of the demographic and social landscape of Costa Rica as well as its labor 
force, filling labor supply gaps in agriculture an other labor intensive sectors. On the other side of the 
border, Nicaraguan relatives of migrants receive considerable remittances.    

Using the development focus of the Central American presidential summits and Tuxtla agreements on 
international migration as a general framework, Costa Rica and Nicaragua have made significant 
progress in migration policies since the mid-nineties. Migration policies have both bilateral and national 
aspects. Bilateral agreements included amnesty for current illegal Nicaraguan (and other Central 
American) immigrants in Costa Rica who could obtain legal permanent residency for a year, extensible 
for two more years. Amnesty and special regimes are not only a benefit for illegal migrants but can be 
used as a planning and regulation tool for the host government. Nicaragua has committed to devote 
significant amounts of resources to reduce poverty in the communities nearing the Costa Rican border, 
which should reduce flows in the medium and long term.  

 On the national policy front, Costa Rica has recently strengthened its migration policy institutional 
framework through the General Directorate of Migration and the National Migration Council.  National 
policies objectives include upgrading migrant’s skills and promoting social integration through some 
instrumental programs. Training programs also have the explicit objective of facilitating some workers’ 
re-insertion in Nicaragua.  Other programs aim at providing some basic health and education services to 
migrant populations. Nicaragua, on the other hand, is implementing training programs in border 
communities as well as programs to support the productive use of remittances.    

Source: International Organization for Migration and The State of the Nation Project (2001) 
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CONCLUSIONS AND POLICY RECOMMENDATIONS  

3.112 Labor markets are essential to get households out of poverty in the medium and long-
term. Currently, Dominican labor markets show low real earnings and high levels of 
unemployment, especially for new labor force entrants (women and youth). In the context of the 
new CAFTA trade agreement, there are new challenges to competitiveness and the creation of 
long-term and good quality jobs. Keeping a good investment climate and supporting skill 
building in labor intensive sectors such as tourism, manufacturing, and construction can be an 
effective strategy for long-term and high quality employment creation. In addition, reducing 
remaining restrictions to labor mobility can boost long-term employment and earnings growth. 

3.113 Our analysis unveils the persistence of earnings differentials between formal employees 
and informal employees that cannot be explained by their individual levels of human capital, 
characteristics, or their economic activity. Self-employed workers enjoy earnings premiums, 
especially for highly paid groups. These differentials suggest barriers of entry to self-
employment due to lack of financial capital or specific human capital.  

3.114 On the other hand, earnings differentials between migrants and non-migrants are 
relatively narrow, given their individual levels of human capital. Both urban-urban migration and 
rural-urban migration are effective to enhance earnings in the Dominican Republic. 

3.115 In the last eight years, non-farm labor force participation in rural areas has increased from 
40% to more than two thirds of the labor force. This huge increase has been one of the highest 
among LAC countries. This change does not seem to have helped rural poor to get out of 
poverty. In fact, poverty is higher and deeper in rural areas of the DR, but recent poverty 
estimates reveal that rural areas are becoming more egalitarian in terms of income. From the first 
part of the analysis, we find that more educated, older, and closer to urban areas workers are 
more likely to participate in non-farm activities. At the same time, non-Farm activities are better 
rewarded in terms of earnings compared to farm workers. This poses a challenge for rural areas 
in terms of its future dynamic: this pattern seems to exacerbate income inequality and poverty, 
instead of helping to bring poor workers out of poverty (poverty trap).  

3.116 These findings suggest that a strategy to promote poverty reduction and equity should 
include the policy objectives in the following paragraphs. The first objective in order of priority 
is expanding access to job opportunities in growing urban and non-farm rural sectors. Given 
that non-farm workers tend to do better than farm workers, and labor market rewards to 
characteristics in each sector seem to explain a lot of the farm-non-farm gap, policies toward 
increasing these rewarded characteristics in those workers willing to move to the non-farm sector 
(basically, education, training and experience, and access to services) would help those in 
disadvantage to take advantage of the opportunities brought by the demand for non-farm workers 
(through tourism and Free Trade Zones).  Job training programs for youth and labor market 
intermediation policies such as employment information centers would help increase information 
flows and upgrade skills to expand access to existing and future job opportunities. Box 3.5 
describes training programs in LAC and the DR and points towards some policy options in this 
area.  
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3.117 Promoting labor mobility and equal opportunity for men, women, and youth. Job 
training programs and employment centers are also common policies that could be successful in 
the DR to improve labor market equity (see Box 3.5). In order to achieve an improvement of 
equity, specific job training and employment centers programs need to incorporate a gender and 
youth dimension at the project design stage. Emphasis on non-traditional occupations for 
women, men, and youth can unlock barriers and enhance the earnings potential of workers 
benefiting from training and information programs. These recommendations would entail an 
expansion of training and professional development within the framework of the “Normas de 
Competencia Laboral.” These strategies should be combined with links to the formal education 
system, especially for youth and women.  

3.118 Developing strategies to promote and link regional labor markets.  Strategies may 
include targeted investments, infrastructure incentives, and adapting the supply of training and 
professional development to local demands. Each regional labor market shares not only a 
geographical area but also economic activities, work seasonality, and training programs 
according to the national certification system.    

3.119 In urban areas, increasing secondary and tertiary education completion is paramount 
to reduce earnings differentials while potentially increasing average earnings for all.  One 
interesting finding is that there is an equalizing effect on earnings of having complete primary 
school for farm workers. Therefore, helping those in remote areas of the rural economy to 
achieve at least primary school (tipping point) will allow those who continue working in farm 
activities to be better off, helping to break the unequal situation between farm and non-farm 
workers. 

3.120 Given the importance and earnings potential of self–employment and low earnings for 
informal employees, promoting increases in productivity for small and micro-businesses would 
enhance opportunities and earnings. To this end, potential avenues for action are programs for 
the productive use of remittances as well as micro-finance and business development services 
at the local level. 

3.121 The fact that access to infrastructure has a positive impact on choosing the non-farm 
sector, which is the better paid sector, clearly points policy making towards expanding water, 
sewage, and telephone access to those in less advantaged groups in rural areas. 

3.122 Census or Labor Force Survey data is needed to explore the role of Haitian migration 
in Dominican labor markets and think about appropriate policies. The current data limitation 
not only curtail the analysis of Haitian migrants, but, given the potential size of this migrant 
group, also limits the analysis of the labor supply and demographic dynamics in the DR. An 
effort should be made to collect more information about Haitian migrants in the DR, as well as 
on Haitians already living in the country, which could be achieved by expanding the existing 
module in the census adding questions about mother and father origin, language spoken at home 
or the like.  Alternatively, a special module on migration could be incorporated to the census or 
to household surveys.  Finally, to ensure that data collection efforts are successful, they could be 
accompanied by a campaign to inform Haitians of the objectives of the census or survey and the 
relevance of their participating in them. 
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3.123 The migration phenomenon of Haitians in the DR poses both poverty reduction 
opportunities and challenges for Haiti and the Dominican Republic. The role of migration 
policy as a poverty reduction tool should be explored further after gauging essential statistical 
evidence.  It is also crucial that social policies, including health and education, take into account 
the impact of Haitian migration on demographics and service demand.  Naturally, these 
considerations need to be framed by a comprehensive institutional framework that should emerge 
from a debate within the DR and bilateral talks with Haiti. 
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Box 3.5: Training Programs in LAC and the DR 

Training has been traditionally important in LAC. During the import-substitution industrialization process, many 
countries followed a model in which a national public institution (i.e., SENA in Colombia or SENAI in Brazil) 
provided training. The government was responsible for the regulation and provision of training, and the content of the 
courses was centrally determined (supply-driven model). This model was increasingly questioned and the national 
training institutions have been under pressure to reform. Some countries like Mexico and Chile have undertaken deep 
reforms responding to international competitiveness needs. The overall goal has been to adapt the mechanisms used in 
the training-intermediation programs to the traditional technical and vocational training: separation of financing, 
planning and provision of training, increased participation of the private sector in competitive bids and determination of 
contents in a demand-driven fashion.  

During the last decade, both the WB and the IDB have promoted new models of training. The IDB’s model is 
characterized by the separation of financing and provision of training as well as the contents of the courses being 
demand-driven. This model has two different modalities. The first one is based on a training program implemented in 
Chile in 1992 (Chile Joven) that used a novel mechanism characterized by the private provision of the training followed 
by an internship in a private formal firm. It was replicated in Venezuela, Argentina, Paraguay, Peru, Colombia and 
Dominican Republic. This modality focuses on the youth and disadvantaged unemployed population with low chances 
of enters into the formal labor market. Training is intended not only to increase the human capital of participants but 
mainly to increase their social capital and to increase the employability of participants. Typically the training is 
provided at a private or public institution and it has a basic social skills module and a specific skills module for a 
particular trade or occupation. The model is market-oriented, for it relies on the market to reveal the demand for 
training and the provision of courses is determined competitively through the functioning of a market of training 
institutions. The second modality is based on the Mexican experience. Since 1996, the IDB supports Mexico’s labor 
market policy, which has a large training for the unemployed program. The most salient feature of this modality is that 
the private sector provides the training, the internship, and hires 70 percent of the participants. Another relevant 
difference is that it is not centered on the youth or disadvantaged population, although in practice the eligibility criteria 
favor these groups. 

The WB has supported different training modalities across the region that respond to the need of fostering productivity 
and lessons derived from training program evaluations. Training seems more effective when provided for youth who 
have completed at least primary schooling. However, some countries have had success involving adult workers. The 
predominant approach among these projects is lifelong learning, in other words, a flexible system that supports 
continuous learning by workers throughout their career according to their changing needs. Two recent examples are the 
Mexico Lifelong Learning Project and Chile Lifelong Learning and Training Project.  Some key elements of  lifelong 
learning in these two projects are:  

• Emphasis on skills useful for broad occupational standards rather than narrowly defined occupations, 
including problem solving skills; 

• Empowerment of beneficiaries and validation of their previous knowledge and experience; 
• Provision of job opportunities information; 
• Use of a modular format allowing free choice, flexibility,  

In the DR, the IDB is currently financing a project called Employment and Youth (Juventud y Empleo), to increase 
employment opportunities for the low-income population, by facilitating access to the labor market through training, 
counseling and modernization of the country’s labor regulations. The specific objectives are (i) increase the 
employability of the beneficiaries, adapting the training to the labor demands of employers; (ii) assess the effectiveness 
of different job and training programs; (iii) establish an ongoing dialogue on policies to modernize the labor market; 
and (iv) strengthen the Ministry of Labor (SET, Secretaría de Estado de Trabajo) in order to increase the effectiveness 
of its policies and programs. The target population of the program is different from the groups served by other public 
programs and institutions, namely the low income youth, particularly women. The mechanism selected to accomplish 
these goals was the same mechanism implemented in Chile: courses would be offered by training institutions (ICAPs, 
Instituciones de Capacitación) that were linked with private firms in which the trainees would work as interns after the 
training period. The program would be demand driven, in the sense that the ICAPs had to present evidence of private 
sector firms willing to provide internships to the trainees, thus revealing the needs of the business sector. The program 
consists of training modules, both in technical/vocational and in general training, followed by a two month internship in 
a firm matched by the training institution. A salient feature of the program was its evaluation component. The program 
has an experimental design embedded for the impact evaluation. A stated purpose of this is to generate evidence in 
order to inform the debate on training and employment policies in the country.  
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4. THE DOMINICAN REPUBLIC: EDUCATIONAL OVERACHIEVER AND 

UNDERPERFORMER 

As confirmed in previous Chapters, education is one of the core factors behind poverty 
and high-income inequality in the DR. Chapters 2 and 3 show that increasing secondary 
and tertiary education completion is paramount for a poor Dominican family to escape 
poverty and to reduce earning differentials in urban areas. Chapter 3 also presents 
evidence that better educated workers are more likely to access job-opportunities in the 
higher earnings and growing non-farm rural sector while completing at least primary 
education is key to increase earnings of agricultural workers. In addition, a competitive 
labor force is key for the country’s success in the new trade environment. Educational 
investments are crucial for increased worker productivity, rapid technological adaptation 
and innovation, better natural resources management and to ensure that the poor benefit 
from economic growth (World Bank, 2001, 2004). This Chapter analyzes the challenges 
the DR faces to increase educational levels, particularly of the poor. The chapter makes 
the case that, in the regional context, the DR’s educational system is simultaneously an 
overachiever in education enrollment and an underperformer in attainments. Almost no 
enrollment differences are observed between males and females, between rural and 
urban areas, while those between richer and poorer children are small relative to those 
seen elsewhere in the region. Where things fall apart is in turning this attendance record 
into years of schooling, a very rough first-pass measure of skills. In fact, only Brazil and 
Nicaragua have a worse record of changing children’s contact with the educational 
system into years of schooling. The main reason for this divergent performance (high 
enrollment but very low attainment) is high repetition rates. Repetition significantly 
increases inequity in terms of years of schooling thus eroding the equity gains in 
enrollment. By this measure, girls, urban residents, and high-income children obtain 
significantly higher skills than the corresponding comparison groups. The DR’s main 
challenge is to understand and address the causes of repetition and weak progression. 
This will most likely require a host of interventions to improve equity of access to good-
quality education both in rural and urban marginal areas, to ensure that children are not 
left behind because of the lack of proper documentation, and to ease supply bottlenecks 
in the second cycle of primary education in rural areas and in secondary education in 
both urban and rural areas.  This will require a sustainable increase in both the level and 
efficiency of public expenditures on primary and even  more on secondary education. 

THE DOMINICAN REPUBLIC: RELATIVE OVERACHIEVER IN SCHOOL ENROLLMENT 

• School enrollment rates in the DR are high compared to other countries in Latin America 
and the Caribbean (LAC), especially among 13-18 years old.  

• Differences in enrollment between relevant groups (rich vs. poor, females vs. males, rural 
vs. urban) are small except between 3-5 year old children of high and low income groups. 

• The 2002-2004 economic crisis did not affect enrollment levels significantly. 
 
4.1 The DR does quite well in enrolling and keeping children in school until they are 16-17 
years old. Despite supply bottlenecks and low educational quality, enrollment rates in the 
Dominican Republic (DR) reach relatively high levels. Panel A in Figure 4.1 presents three 
different enrollment measures calculated using the 2004 Living Standard Measurement Survey 
(Encuesta Nacional de Condiciones de Vida, ENCOVI) survey. The top line describes the 
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proportion of respondents who state that they ever enrolled in an educational institution.1 This 
reveals that by age 8, about 98 percent of children in the DR have had some contact with the 
educational system. The second segment in Panel A depicts the proportion of individuals who 
state further that they are currently enrolled in school,2 and the third counts as enrolled only 
those who are currently attending classes.3 These turn out to be quite similar, hence this chapter 
will rely on the latter, most stringent, criterion to measure enrollment (for instance, in the 
remaining panels of Figure 4.1). Finally, Panels B-D plot age-specific enrollment for children 
according to gender, area of residence and family income group (the 1st, 3rd, and 5th quintile of 
the income distribution, the 1st and 5th being the 20% poorest and richest, respectively). 

4.2 Figure 4.1 highlights several salient facts about school access in the DR. First, while 
Panel A shows that in the 8-13 age range there is close to universal enrollment, it presents prima 
facie evidence of delayed entry problems, since enrollment rates are below 90 percent for ages 6 
and 7.4 Second, as elsewhere in the LAC region, enrollment rates begin to fall at about age 13, as 
children drop out of the educational system. Third, the gaps in enrollment between relevant 
groups are relatively small. Panel B shows that enrollment rates are fairly similar between boys 

and girls, if anything they favor females although the differences are not statistically significant.5 
Panel C also highlights that enrollment rates are lower in rural areas, although less dramatically 

                                                 
1 The precise question is, “Have you ever attended school?” (“¿Alguna vez asistió a la escuela?”). 
2 The precise question is “Have you registered at a school or university for this academic year?” (“¿Se inscribió o 
matriculó en la escuela, colegio, o universidad en este año escolar/período académico?”). 
3 The precise question is “Are you currently attending classes at a school or university?” (“¿Está asistiendo 
actualmente a la escuela, colegio, o universidad?”). 
4 As in other LAC countries, the normative entry age is 6 in the DR but this is not enforced. 
5 These results are based on samples of households and thus have associated estimation errors.   

Figure 4.1: Age-Specific Enrollment in the Dominican Republic, 2004  

0
.2

.4
.6

.7
.8

.9
1

P
ro

p
or

tio
n

3 4 5 6 7 8 9 1 0 1 2 1 4 1 6 1 8 20 2 2
A ge

Pa n e l A :  Th r e e  e n r o llm e n t m e a s u r e s

0
.2

.4
.6

.7
.8

.9
1

P
ro

p
o

rt
io

n

3 4 5 6 7 8 9 1 0 1 2 1 4 1 6 1 8 2 0 2 2
A g e

Pa n e l B:  M a le s a n d  f em a le s

0
.2

.4
.6

.7
.8

.9
1

P
ro

p
or

tio
n

3 4 5 6 7 8 9 1 0 1 2 1 4 1 6 1 8 20 2 2
A ge

Pa n e l C :  U r b a n  a n d  r u r a l a r e a s

0
.2

.4
.6

.7
.8

.9
1

P
ro

p
o

rt
io

n

3 4 5 6 7 8 9 1 0 1 2 1 4 1 6 1 8 2 0 2 2
A g e

Pa n e l D:  In c o me  q u in tile s

Ever Enrolled

Currently Enrolled

Currently attending Males

Females

Urban

Rural

Quintile 3
Quintile 1

Quintile 5

 
Source: Own estimates using the 2004 ENCOVI. 



 127 

so than elsewhere in LAC. Finally, Panel D show relatively minor differences in the enrollment 
profiles across income groups between ages 8 and 14. Higher income children do enroll in some 
type of pre-school (ages 3-5) at a significantly higher rate and they also stay in school somewhat 
longer, but again the differences are not dramatic vis-à-vis elsewhere in the region. In sum, 
enrollment in the DR is not only relatively high, but also differences between relevant groups 
(except for income groups in certain age ranges) are relatively small. 

4.3 Tables 4.1 and 4.2 present a measure of average years in school to place the DR’s 
enrollment levels in a regional context. This indicator captures the expected or average number 
of years that an individual will spend in school by a given age, given the enrollment patterns 
currently observed in the country (Urquiola and Calderon (2004)). It provides a convenient 
summary of the resources (if only in time) spent by the State and households to keep children in 
school. It is obtained by cumulatively adding age-specific net enrollment rates like those in 
Figure 4.1. For example, by the time they are six years old, Dominican children have spent 0.86 
years in school and by age 15 would have spent an average of 9.4 years in school.6 

 
 

                                                 
6 Note that the years of schooling series do not need to begin at one, particularly if surveys are taken during the 
school year, as it is the case with the 2004 ENCOVI. 

 The DR’s High Educational Demand in a Regional Context 

Table 4.1: Enrolment and Average Years in 
School, 2004 

Table 4.2: Ranking by Average Years in 
School, Circa 2000 

 

 
Column cumulates the entries in Column 1, For example, by the time 
they are six years old, Dominican children have spent 0.86 years in 
school, by age 7 they have spent 1.79 (0.86 + 0.93) years in school. 
Since this expectation is taken from a single household surveys it 
incorporates the behavior of older children cohorts. A child who 
begins school today might eventually display a different trajectory if 
the DR’s educational system suddenly improved. 
 

Age Age-specific  
Net Enrollment 

Rate  
(1) 

Average  
Years in School  

(2) 

6 0.86 0.86 
7 0.93 1.79 
8 0.95 2.74 
9 0.97 3.71 

10 0.96 4.67 
11 0.95 5.63 
12 0.96 6.59 
13 0.96 7.55 
14 0.93 8.49 
15 0.88 9.37 
16 0.83 10.2 
17 0.71 10.9 
18 0.61 11.5 

   

 

Country Average years in 
school by age 18 

Argentina 12.1 
Chile 12.1 
Dominican Republic 11.8 
Jamaica 11.7 
Panama 11.5 
Brazil 11.4 
Uruguay 11.4 
Bolivia 11.2 
Peru 11.1 
Venezuela 11.0 
Paraguay 10.7 
Mexico 10.6 
Belize 10.6 
Colombia 10.5 
Costa Rica 10.5 
Ecuador 10.4 
El Salvador 10.0 
Nicaragua 9.7 
Haiti 8.8 
Honduras 8.6 
Guatemala 8.2 

Source: Own estimates using the 2004 ENCOVI. Source: Urquiola and Calderón (2004).
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4.9 Table 4.2 uses this measure to compare the DR to other countries in the LAC region, 
based on the average years in school children have accumulated in the “1-12” system by the time 
they are 18 years old. The data reveals that in terms of keeping children in school, the DR 
outperforms most countries in the region, except only for much higher income and lower 
demographic growth countries like Chile and Argentina. Thus, despite the quality deficiencies 
we review below, educational demand is unusually high in the DR. 

4.10 The demand for education is particularly high in the 13-18 age range. To provide some 
insight on where exactly the DR’s advantage originates, Table 4.3 presents age-specific 
enrollment rates of a large sample of countries in LAC. The DR’s good performance does not 
emerge from particularly high enrollment in the 8-12 age range, in which most countries achieve 
their highest enrollment. The DR’s advantage comes rather from its unusually high enrollment in 
the early and later age ranges (13-18). Only six countries in the list have higher enrollment at age 
6; by age 18 the DR outperforms all countries but Bolivia. Thus, dropout problems in the DR are 
notably less severe than elsewhere in the region. This still leaves open the possibility of 
inadequate supply at the primary and secondary level, an issue we return to below. 

Table 4.3: Age-Specific Net Enrollment Rates in Selected Countries, Circa 2000 
 

Ages 
Country 

6 7 8 9 10 11 12 13 14 15 16 17 18 
Belize 0.92 0.97 0.99 1.00 0.99 0.99 0.98 0.93 0.77 0.65 0.57 0.48 0.35 
Bolivia 0.79 0.96 0.98 0.98 0.97 0.96 0.91 0.91 0.85 0.80 0.77 0.71 0.65 
Brazil 0.82 0.94 0.97 0.98 0.97 0.98 0.97 0.94 0.91 0.86 0.79 0.71 0.59 
Chile 0.88 0.99 0.99 0.99 0.99 0.99 0.99 0.98 0.97 0.94 0.89 0.84 0.66 
Colombia 0.86 0.92 0.93 0.95 0.93 0.94 0.90 0.84 0.81 0.74 0.69 0.55 0.42 
C. Rica 0.89 0.98 0.97 0.98 0.97 0.98 0.92 0.85 0.74 0.65 0.57 0.52 0.44 
DR 0.91 0.94 0.96 0.97 0.99 0.97 0.98 0.99 0.95 0.91 0.85 0.78 0.65 
Ecuador 0.91 0.94 0.95 0.96 0.95 0.89 0.88 0.80 0.73 0.67 0.66 0.59 0.45 
El Salv. 0.67 0.84 0.89 0.93 0.91 0.91 0.89 0.85 0.77 0.72 0.63 0.52 0.42 
Guatemala 0.65 0.71 0.83 0.86 0.86 0.85 0.83 0.74 0.60 0.47 0.39 0.36 0.28 
Honduras 0.57 0.83 0.90 0.91 0.92 0.89 0.82 0.68 0.55 0.47 0.39 0.37 0.27 
Jamaica 1.00 1.00 1.00 0.99 1.00 1.00 0.99 0.98 0.99 0.93 0.83 0.62 0.36 
Mexico 0.94 0.97 0.98 0.98 0.97 0.97 0.94 0.88 0.84 0.65 0.63 0.47 0.41 
Nicaragua 0.63 0.84 0.86 0.92 0.90 0.89 0.88 0.85 0.76 0.72 0.55 0.49 0.39 
Panama 0.92 0.98 0.99 0.99 0.99 0.99 0.96 0.92 0.91 0.82 0.75 0.69 0.55 
Paraguay 0.87 0.91 0.98 0.97 0.97 0.98 0.93 0.88 0.81 0.71 0.64 0.58 0.48 
Peru 0.93 0.98 0.97 0.97 0.99 0.98 0.96 0.94 0.85 0.81 0.75 0.56 0.47 
Venezuela 0.93 0.96 0.98 0.97 0.97 0.97 0.96 0.93 0.88 0.79 0.68 0.54 0.45 

Source: Urquiola and Calderón (2004). 
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4.11  The DR’s good enrollment performance reflects sustained improvement over the 1990s 
and the fact that this was not 
significantly affected by the 2002-2004 
crisis.7 Figure 4.2 show gross enrollment 
rates for pre-school and the two cycles of 
primary (grades 1-4 and 5-8), and 
secondary. For both the primary and 
secondary cycles, gross enrollment 
increased by more than 40 percentage 
points over ten years, a remarkable 
progress. For pre-school, the improvement 
has been half as large even if relative to a 
lower base.  

4.12 A question that arises is whether 
the 2002-2004 economic crisis might have 
reversed some of this progress. Although 
we lack the data to determine the relevant counterfactual, i.e., the trajectory that enrollment 
would have followed in the absence of the crisis, the data suggests that it did not have a major 
impact. Table 4.4 shows that even by the beginning of this period, enrollment was already 
relatively high in the DR and continued to increase for most age ranges through 2004, although 
the changes are generally small. An exception concerns age 17 where enrollment fell by 6 points 
while at age 5 enrollment increased by 4 points during the period. These results hold also when 
separating by family income quintiles. 

 

                                                 
7 For a thorough discussion of the evolution and characteristics of the DR educational system, see Alvarez (2004). 

Figure 4.2: Gross Enrollment Rates by Educational 
Level, 1992-2001 
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Table 4.4: Age-Specific Net Enrollment Rates using the ENFT Surveys, 2000-2004 

Net Enrollment Rates Age 
2000 2001 2002 2003 2004 

4 0.41 0.48 0.56 0.57 0.58 
5 0.66 0.67 0.77 0.76 0.81 
6 0.91 0.92 0.91 0.92 0.94 
7 0.94 0.96 0.96 0.95 0.95 
8 0.96 0.96 0.97 0.96 0.97 
9 0.97 0.96 0.98 0.98 0.99 

10 0.99 0.99 0.98 0.97 0.99 
11 0.97 0.98 0.98 0.98 0.99 
12 0.98 0.98 0.98 0.99 0.98 
13 0.98 0.98 0.95 0.97 0.97 
14 0.95 0.96 0.94 0.96 0.97 
15 0.91 0.93 0.91 0.92 0.93 
16 0.86 0.83 0.85 0.85 0.86 
17 0.76 0.77 0.79 0.78 0.73 
18 0.65 0.60 0.63 0.62 0.64  

Source: Own estimates using the National Labor Force Surveys (Encuesta Nacional de Fuerza de Trabajo, 
ENFT) for 2000-2004 (October waves). 
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4.15 Overall the data indicates that the economic crisis did not have a major impact on 
enrollment. It might have reduced the rate of progress relative to what it would have been 
otherwise, but not to the extent to reverse earlier gains. This is not surprising since the direction 
of the expected impact is not clear. On the one hand, negative income shocks might lead some 
households to withdraw their children from school due to credit constraints. On the other, as 
work opportunities outside school diminish children tend to remain enrolled.  Evidence from the 
region points to similar conclusions.8 

4.13 To summarize, the DR does a relatively good job of getting and keeping children in 
school. There are not major differences between males and females, and between urban and rural 
residents. Differences between income groups are significant in certain age ranges, but do not 
stand out in the regional context. Finally, the economic crisis in 2002-2004 does not seem to 
have affected enrollment significantly. In these aspects, the DR’s educational system is a relative 
overachiever on school enrollment in the regional context. 

WHICH FACTORS ARE BEHIND THE HIGH DEMAND FOR EDUCATION?  

4.14 A first explanation for the high enrollment rates observed in the DR, especially in the age 
range 13-18, could come from the evidence presented in Chapter 3. On the one hand, low returns 
to primary and secondary education may represent a disincentive to continue studying and 
therefore depress demand for education. On the other hand, high returns to tertiary education 
coupled with high unemployment rates among individuals without complete secondary education 
and youth (new entrants in the labor market), might represent an incentive for young people to 
stay in the educational system hoping, one day, to complete secondary and access tertiary 
education. Unfortunately, the DR educational system, as explained below, is rather inefficient in 
turning years spent in school in years of schooling.  

4.15 International remittances, by reducing households’ credit constraints, might represent 
another factor that could be driving up the demand for education. Recent evidence from El 
Salvador (Cox and Ureta, 2003) supports this hypothesis. In the case of the DR, to explore the 
determinants of the demand for education, including remittances, a survival function (i.e. the 
probability of not dropping out of school) is estimated using the 2004 ENCOVI. The analysis 
focuses on progressions through primary and secondary education cycles.9 Results are presented 
in Annex 4.1, Table A.4.1.2. Since remittances are not randomly assigned to households, this 
analysis remains a first exploration of the impact of remittances on the demand for education.  

4.16 The sample used for the analysis includes individuals age 3 to 22 and it is nationally 
representative. On average, 23.2 percent of these individuals live in households receiving 
remittances. This figure is 26.4 percent in urban areas and 17.9 percent in rural areas. Table 
A.4.1.1 in Annex 4.1 shows that, in urban areas, age 3-22 individuals receiving remittances are 
fairly equally distributed across quintiles of the per capita income distribution net of remittances. 
The same individuals are more concentrated in higher income quintiles when income figures 
include remittances. In rural areas, if per capita income is net of remittances, age 3-22 

                                                 
8 For instance, Schady (2002) finds that an arguably deeper recession in Peru did not affect attendance rates. 
9 We focus on school-age individuals 3 to 22 years old. Those with more than 12 years of education are treated as if 
they have 12 years of education. Of course, a person who does not report years of education is left out of the sample. 
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individuals receiving remittances are slightly more concentrated in the lowest income quintiles. 
No clear pattern is observed when the definition of per capita income includes remittances.  

4.17 When the survival function is estimated using the nation-wide sample, a higher level of 
international remittances received at the household-level appears to be positively correlated with 
lower probability of dropping out of school.   

4.18 Additionally, the interaction between remittances and proximity to a paved road (a proxy, 
albeit imperfect, of access to basic services such as schools) is negative, indicating that 
remittances may partially compensate for access constraints (for example by covering 
transportation costs). This correlation, though, is statistically significant only for urban areas.  

4.19 In terms of other socioeconomic characteristics the analysis shows that: (i) boys and 
children living in rural areas are more likely to drop out; (ii) migration also correlates positively 
with a higher dropout risk; (iii) children living outside the Distrito Nacional or Cibao Central 
have a higher probability of leaving school early, especially in the poorest regions of El Valle 
and Enriquillo but also in the relatively more affluent East region (where most tourism activities 
are developed); and (iv) parents’ higher education is positively correlated with a lower risk of 
dropping out. 

4.20 Moreover, in rural areas, children living in remittance-recipient households and whose 
parents completed primary or secondary education have a higher likelihood of dropping out than 
children living in remittance-recipient households and whose parents completed technical or 
college education. This is not the case in urban areas, where only those children whose parents 
completed secondary education and receive remittances face a higher risk of dropping-out.  

4.21 Additionally, Table A.4.1.2. in Annex 4.1 shows that the correlation between not having 
a birth certificate and the likelihood of dropping out of school is positive and very high in the 
national sample, and it remains statistically significant for both the rural and urban samples, with 
a greater correlation observed for urban areas. Given that the State Secretariat of Education 
(Secretaría de Estado de Educación, SEE) allows children without a birth certificate to enroll up 
to the 6th grade, these results might be suggesting either the lack of or imperfect information on 
SEE policies on behalf of families with undocumented children or weak enforcement of these 
policies, by for example, school directors. With full information and enforcement of the SEE 
policy on undocumented children the correlation between being undocumented and higher 
likelihood of dropping out should be very low, at least up to grade 6th.  One should also notice, 
that the results might be driven, in part, by the fact that the lack of birth certificates can be 
proxying for other unobserved variables which might be correlated with school progression. The 
SEE is currently exploring the possibility of extending the “waiver” now in place for the first six 
grades of primary to the 8th grade. Given the importance of improving progression rates for 
children of the poorest households in order to break the intergenerational transmission of 
poverty, the rule allowing enrollment without birth certificate should be widely publicized and 
enforced while the root causes of this problem are addressed through specific interventions that 
are being led by the Social Cabinet of the DR.   
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THE DOMINICAN REPUBLIC:  RELATIVE UNDERPERFORMER ON SCHOOL ATTAINMENTS 

• While the DR has been quite successful at raising enrollment and reducing inequality in 
access to schooling, the educational system displays serious problems in turning years 
spent in school into years of schooling, a first pass measure of skills.   

• This failure in turning years spent in school into years of schooling is worse for boys, 
rural residents and the poor. 

• The main factor behind this failure is high repetition rates.     
 
4.22 High demand for education does not turn into high schooling attainment due to high 
repetition which leads to high inequality in attainment. The DR educational system is, 
however, a notable underperformer in turning children’s contact with the system into years of 
schooling, a first-pass measure of skills. Table 4.5 begins to illustrate this by comparing the 
average years of schooling at different ages (e.g., the actual number of grades that survey 
respondents on average say they have completed) with the age-specific average years in school 
of Table 4.1 (considering only the “1-12” educational system). Figure 4.3 (Panel A) plots these 
data together with the maximum years of school that a child of a given age could have if she 
started at age six and had a “normal” progression through the educational system (top segment 
450 lines). For example, this child could have completed two years of schooling by age 7 and up 
to twelve years by age 17. These comparisons give an indication of how effectively the DR 
educational system turns average years in school into average years of schooling. 

Table 4.5: Average Years in School and Average Years of Schooling 

Age 
 

Average years in school 
(1) 

Average years of schooling 
(2) 

6 0.86 0.16 
7 1.79 0.72 
8 2.75 1.45 
9 3.71 2.17 

10 4.67 2.90 
11 5.62 3.66 
12 6.59 4.49 
13 7.55 5.25 
14 8.49 5.92 
15 9.38 6.66 
16 10.2 7.42 
17 11.0 7.83 
18 11.5 8.41  

Source: Own estimates based on the 2004 ENCOVI. 

 
 

4.23 Why doesn’t every 18 year old in the DR achieve 12 years of schooling?. Panel A of 
Figure 4.3 makes it clear that this is due to two distinct problems: the lack of universal 
attendance (the gap between the first and the second segment), and the failure to turn years in 
school into completed years of schooling (the gap between the second and the third segment). 
From age 6 to 11 the gap between maximum school attainment and average years spent in school 
is relatively small (due to slight delayed entry) but by age 12 the two series diverge more 
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markedly as dropout rates increase. The divergence is more marked when considering actual 
years of completed education which reflects the failure of the system to turn years in school into 
grade completion. For instance, while by age nine Dominican children have spent an average of 
3.71 years in school, they on average have attained only 2.17 years of schooling, which by age 
18 become 11.5 and 8.41, respectively. As explained below, the results offer prima facie 
evidence of substantial repetition problems. 

Figure 4.3: Average Years in School and Years of Schooling  
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Source: Own estimates based on the 2004 ENCOVI.   

 
 

4.24 What accounts for low school attainments? The educational system’s failure to turn 
years spent in school into years of schooling results in inequality in school attainment. The top 
segments in Panels B, C, and D in Figure 4.3 show that when one looks at average completed 
years of schooling the differences between salient groups (e.g., males and females, urban and 
rural dwellers, and rich and poor) become much greater. Females begin to outperform males 
significantly, particularly after age 16; the urban zones do somewhat better than rural areas; and 
a substantial gap equal to more than three years of schooling emerges between the poorest and 
richest families. This pattern of inequality in school attainments between urban and rural areas, 
and between income quintiles is also observed in Central American countries. In contrast, the 
female advantage over males in educational attainments is an aspect that the DR shares with 
other Caribbean countries (World Bank, 2004d). 
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4.25  Table 4.6 shows that in terms of the size of the years in school-grades completed gap, 
the DR is one of the worst performers 
in the region. It ranks below only 
Brazil, Belize and Nicaragua. The end 
result is that from being top 3rd ranked 
in keeping children in school (table 
4.2) the DR drops dramatically to the 
13th position in a ranking of average 
completed years of schooling. 
Although the DR has a better record of  
average years of schooling completed 
it underperforms in transforming years 
in school into grades completed. For 
example, a Dominican child does only 
just slightly better than a child from El 
Salvador in grade completion but takes 
an average of 1.5 additional years to 
complete 8 grades. Another way of 
seeing that high demand for education 
does not turn into high school 
attainments is by comparing survival 
functions by age and grade completed 
(Figures A.4.1.1 and A.4.1.2 in the 
Annex to this Chapter). In the DR, 
drop-out becomes more serious around 
ages 16-17, much later than in Central 
American countries where it worsens 
around age 13. In terms of grades 
completed, drop out in the DR becomes more significant in grades 7 and 8, much earlier than the 
grades that should ideally correspond to age 16-17. Just above 70 percent of Dominican children 
reach grade 9, a percentage similar to El Salvador where nevertheless children stay on average a 
much lower number of years in the education system (World Bank, 2004d). 
 
4.26 Taken together, the above results suggest that while the DR has been quite successful at 
raising enrollment and reducing inequality in access to schooling, its educational system displays 
relatively severe problems in turning students’ contact with it into years of schooling. Further, 
this failure is an important source of educational inequality in so far the performance is worse for 
boys, rural residents, and the poor. 

WHY THE DIVERGENCE BETWEEN EDUCATIONAL DEMAND AND GRADE COMPLETION? 

• Differences in school attainments emerge because females attend secondary school at a 
higher rate than males. Children in urban areas and from richer households attend pre-
school and secondary at a higher rate and progress through the system faster. 

Table 4.6: Ranking by Average Years of Schooling 
Accumulated in the Formal “1-12” Educational System 

and excess years spent in school, Circa 2000 

Country Average years 
of schooling 
completed 

Average excess 
years spent in 

school 
Chile 10.4 1.7 
Argentina 9.8 2.3 
Panama 9.5 2.0 
Peru 9.0 2.1 
Bolivia 8.9 2.3 
Jamaica 8.8 2.9 
Ecuador 8.7 1.7 
Mexico 8.7 1.9 
Uruguay 8.7 2.7 
Venezuela 8.6 2.4 
Colombia 8.4 2.1 
Paraguay 8.4 2.3 
Dominican Republic 8.3 3.5 
El Salvador 8.0 2.0 
Costa Rica 7.8 2.7 
Brazil 7.3 4.1 
Belize 6.6 4.0 
Honduras 6.2 2.4 
Haiti  5.9 2.9 
Nicaragua 5.9 3.8 
Guatemala  5.5 2.7  

Source: Based on Urquiola and Calderón (2004). 
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• Low rates of on-time progression, caused in part by high repetition, combined with high 
enrollments are such that as early as grade 3 more than 40 percent of children are two or 
more years overaged. 

• There is suggestive evidence that supply constraints might have quite a bit to do with 
repetition. In urban areas repetition rates peak at the beginning of secondary (grade 9) 
when supply constraints start to be acute partially due to reentry of children who left the 
system and possibly of children escaping the limited supply of rural schools offering the 
second cycle of primary and secondary.  

• Given the higher repetition rates in rural areas, many children never get to “test” the 
supply constraint in the transition between first and second cycle of primary. Successfully 
reducing repetition would require addressing both rural and urban supply constraints. 

• Systematic information on schools and children’s academic performance and 
socioeconomic characteristics should be gathered to better understand the causes of 
repetition. 

  
4.27 The previous sections make clear that relative to the LAC region, the DR’s educational 
system is an overachiever in some respects, and a real under-performer in others. This section 
discusses some possible reasons for this divergent performance. 

4.28 The role of late entry: Does 
Pre-Schooling Crowd Out Primary 
Schooling? A first explanation for 
the divergent performance is that 
while the DR does very well in 
generating early enrollment, this 
enrollment is not necessarily in 
school. Table 4.7 first summarizes 
the structure of the Dominican 
educational sector. Children are 
supposed to begin the first cycle of 
primary education at age 6. Prior to 
that, they can enroll in non-
compulsory pre-schooling of 
different types. 

4.29 Figure 4.4 presents age-specific enrollment rates for children aged 3 to 22, according to 
the educational level; they are expected to attend at their age nationwide and by gender, area and 
family income level. As expected, a first finding in Panel A is that pre-school enrollment is fairly 
high—about 50 percent of 4 and 5 year olds attend some type of pre-school. A further finding, 
however, is that pre-school enrollment to some extent crowds out primary attendance. 
Specifically, among individuals aged 6, who should be attending school according to the norm, 
20 percent are still in pre-school. Thus, data like that in Figure 4.1, by recording all attendance 
regardless of the education level children are expected to attend, implicitly overstates enrollment. 

Table 4.7: Structure of the Educational Sector 

Grades and ages Level Cycles 
1st-4th 

grade 
5th-8th 

grade 
9th-
10th 

grade 

11th-12th 
grade 

1st Age 6-9    Primary 
2nd  Ages 

10-14 
  

1st   Ages 
15-16 

 Secondary 

2nd    Ages 17-
18 

 
Source: Based on Alvarez (2004). 
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Figure 4.4: Age-Specific Net Enrollment Rates  
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Source: Own estimates using the 2004 ENCOVI. 

4.30 The policy implications this finding raises are subtle. On the one hand, pre-school may be 
valuable to children, giving them the skills needed to succeed in school and later. On the other, if 
pre-school attendance causes some children to enter school late and those same children exit 
early, then it may lower attainment unless  pre-school is truly high quality.  

4.31 In any case, this “crowding out” effect is certainly not the main reason the DR lags in 
turning attendance into years of schooling. However, it might be worthwhile to study more 
carefully the interaction between the pre-school sector, some of which is publicly funded, and the 
initial cycle of primary, examining the guidelines that govern the transfer between the two levels 
such as the normative ages; and the degree of enforcement of these policies. 

4.32 Panels B-D in Figure 4.4 present similar profiles for females and males, urban and rural 
areas, and between income quintiles. First, the differences between males and females in average 
years in school (Figure 4.3) are not due to differences in pre-school or primary enrollment—up 
to about age 12 the two enrollment profiles are virtually identical. The differences emerge 
because females attend secondary school at a higher rate than males do. Urban-rural differences, 
in contrast, are observed both for pre-school and secondary attendance. In both cases, however, 
the gaps displayed are not large. In contrast, more substantial differences are observed both in 
pre-school and secondary between quintiles 5 and 1. 

4.33 Dealing with repetition: the need to understand better its causes. As previewed above, 
the key reason for the DR’s divergent performance is repetition, which is seen in the fact that 
children spend much time in school but make progress only very slowly through different grades. 
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Table 4.8 presents more direct evidence on this: rates of on-time progression to the next grade in 
different countries, showing that the DR is one of the worst performers in the region together 
with Guatemala and Ecuador.10 Average estimated repetition rates for the first three grades are 
12.4 and 7.7 percent in rural and urban areas respectively. Repetition rates decrease in grades 4th 
through 8th but stay above 8 percent nation-wide. Repetition picks up again in 9th grade, reaching 
almost 20 percent nation-wide and 28 percent in urban areas.    

Table 4.8: Percentage of students progressing on time  

 

Grade Country School year 
1 2 3 4 5 6 7 8 9 

Argentina 98-99 99 97 95 93 90 87 80 70  
Brazil 98-99 98 95 89 83 75 69 64 59 54 
Chile 97-98/98-99 96 94 93 91 89 85 81 75 68 
Colombia 98-99 95 87 84 81 75 66 60 56 51 
Ecuador 98-99 94 89 86 83 81 55 48 45 42 
Guatemala 99-00 95 84 77 69 64 63 35 25 19 
Mexico 98-99/99-00 99 96 95 92 90 75 59 56  
Panama 98-99 99 95 93 90 88 83 76 73 70 
Peru 98-99 99 95 92 89 86 79 67 62 57 
Dom. Rep. 97-98/98-99 95 86 79 74 69 62 56 53 49 
Uruguay 98-99 96 96 95 94 93 85 72 65 53 

Source: Cabrol (2002), as cited in Alvarez (2004). 

 
4.34 This low on-time progression to the next grade, combined with high enrollment, result in 
substantial overaged for grade. As early as grade 3, more than 40 percent of children are two or 
more years overaged while at the secondary level more than 50 percent are two or more years 
average, and up to 20 percent are three or more years behind normal progression (Figure 4.5). 
The DR indeed has fairly similar proportions of overaged students for the 1-9 grades, with 
Honduras and Guatemala, all substantially higher than El Salvador (World Bank, 2004d).  

4.35 Who are the overaged? Table A.4.1.3 in Annex .4.1 presents some of the correlates of 
repetition, namely, we present the results of a Probit model predicting whether students are “on 
time” at the 9th grade. This is relevant because, as detailed below, repetition rates reach their 
highest level at that point. We define as on-time those children who are enrolled in the 9th grade 
and are 13-15 years old (which allows for some flexibility, given that 14 is the normative age); 
those 16 or older are considered overaged.   

4.36  The results suggest that boys and migrants are less likely to be on time, as is being a 
household head. A negative effect is also observed if children do not live in proximity to a paved 
road, which may proxy for supply side bottlenecks. On the other hand, having a father who has 
incomplete or complete secondary school is not significantly correlated with the probability of 
being on time on grade 9. The same is true for remittances and the number of children in the 
family. In terms of regional impacts, relative to living in the Distrito Nacional, the region that 
has a significant differential impact is El Valle and Valdesia, with a negative effect. More 

                                                 
10 The estimation of on-time progression rates is carried out by Cabrol (2002) using the Klein’s methodology, which 
corrects for underestimation of repetition rates obtained through the UNESCO model.   
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comprehensive data, including characteristics of schools and teachers are needed to better 
understand this phenomenon. 

4.37 Beyond slowing the accumulation of skills, repetition is of concern due to the possibility 
that it increases the probability of eventually dropping out. Arias and Ripani (2005) present 
survival functions calculated using the 2004 ENCOVI, and show that students who have repeated 
are substantially more likely to drop out. Again, such estimates should not be interpreted causally 
due to the endogeneity of repetition (since children who repeat and drop out share similar 
characteristics) but they raise concerns regarding this phenomenon. 

4.38 Thus, the first challenge is to understand the causes of repetition. Why are students held 
back so frequently, even in the face of the “social” or automatic promotion policies in place for 
some early primary grades? Are children forced to repeat grades because their attendance is so 
sporadic that teachers see no other option? Is learning so low (for any host of reasons, like 
frequent teacher absences, excessive class sizes or poor learning environment at home) that 
principals and instructors ultimately feel it is unwarranted to promote many children? Is retention 
at least partially random in the sense that two children with similar skills, say two who would 
score similarly in a standardized test, one is promoted but the other held back?   

4.39 These are key questions on which systematic information must be gathered, and of course 
different answers to them would yield very different policy implications. Ultimately, answering 
them requires detailed and “hands-on” exploration of the production function of schooling in the 
educational sector, including experimental or quasi-experimental research. Additionally, 
lowering repetition will most likely require a host of interventions including, for instance, 
improvements in teacher training and curriculum design. In the next section we present 
substantial prima facie evidence that supply constraints may have quite a bit to do with 
repetition, and we make the associated point that any success in lowering repetition will very 
quickly put substantial pressure on educational supply and would thus require an accompanying 
host of supply related actions.   

4.40 Urban areas: significant reentry to secondary and substantial supply constraints. 
Figure 4.5 uses administrative data to present grade-specific absolute enrollments taken from 
Alvarez (2004). The absolute size of enrollment declines quickly with the grade level, and 
significantly more in rural areas (Panel B). There is a very clear “peak” at the 9th grade in the 
urban series (Panel A) so that there are almost 25 thousand more children in the urban 9th grade 
than in the 8th grade, an increase of about 30 percent. Additionally, the prevalence of overage 
children jumps substantially at this point—by the 9th grade, more than half of Dominican 
children in the urban area are two or more years above the normative age. Although we do not 
present the results here, this pattern in the percentage of overaged is confirmed by the 2004 
ENCOVI data. 
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Figure 4.5: Grade-Specific Absolute Enrollment 
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Panel B:  Rural area
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Source: Alvarez (2004). 

 
4.41 Alvarez (2004) points out that these phenomena may reflect policies that encourage 
children who had dropped out of the educational system to reenter, particularly at the beginning 
of secondary. This of course places a lot of pressure on educational supply at this level, and the 
government has addressed this by creating afternoon and night shifts at schools: 95 percent of 
urban secondary schools run two or more shifts, while 42 percent run three. The increased 
availability of evening shifts has encouraged teenagers who had dropped out of school to reenter 
in large numbers, often on a part-time basis while they continue working during the day. While 
having multiple shifts may be an optimal use of scarce infrastructure, clearly by the time schools 
are up to three shifts at least some students are getting limited instruction. 

4.42 Excessive class sizes are a pervasive problem in the DR compared to other countries of 
Central America and the Caribbean, both in primary and secondary school (Figure 4.6). Class 
sizes in secondary urban schools are quite high. Half of these schools have class sizes above 35, 
and 25 percent have class sizes above 70 (Alvarez (2004)). With such crowding, it is not 
surprising that many students do not learn much and are held back. In fact, the 9th grade in urban 
areas has the highest repetition rate of any grade in the educational system, reaching almost 28 
percent in urban areas (Cabrol, 2002).  
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4.43 An important challenge 
is therefore to understand the 
reentry phenomenon. Are some 
of the students “readmitted” into 
the 9th grade unprepared in the 
sense that they might have never 
completed the 8th grade, or that 
they completed it too far in the 
past to have retained necessary 
knowledge? The household 
survey data does not provide 
confirmation of this: there are 
essentially no children who 
report being enrolled in the 9th 
grade who do not report having 
successfully completed the 8th. 
Since the ENCOVI does not ask 
retrospective question in this 
area, we cannot shed light on 
whether they might have 
completed the 8th grade far in 
the past. Still, the issue of 
reentry is clearly important, and 
we return to it below. 

4.44 Rural areas: upper 
primary and secondary supply 
constraints and migration. 
Supply constraints are also 
clearly apparent in the rural 
areas. For instance, about 44 
percent of rural schools do not 
offer more than 4 grades and 
more than 50 percent of rural 
primary schools are multi-grade 
(Alvarez (2004)). One should 
thus expect the system to force 
out large numbers of students, 
and indeed Panel B in Figure 4.5 confirms this, showing that rural enrollments decline 
significantly faster than urban ones.  

4.45 This finding might seem to contradict Figure 4.4, which suggested that enrollment rates 
in rural areas are fairly similar to those in urban areas. Figure 4.3 also showed that this results in 
the fact that up to about age 13 or 14, the difference in average years in school between urban 
and rural areas is very small. In other words, using household survey data, Figures 4.3 and 4.4 
seem to suggest that there are only slight differences in enrollment between urban and rural 

Figure 4.6: Pupil/Teacher Ratios for Central America and the 
Caribbean, 2001 
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areas, while using administrative data, Figure 4.5 would seem to suggest that these differences 
are quite large. 

4.46 A phenomenon that would make these findings compatible is education-related migration 
from rural to urban areas. That is, the data is consistent with the possibility that as rural supply 
constraints begin to bind, a large number of rural children migrate to urban areas. This type of 
behavior is not rare in developing countries, where children move with relatives to larger towns 
or cities to attend school. Such migration would also help explain the observed spike in urban 9th 
grade enrollments. 

4.47 To further illustrate this point, Figure 4.7 uses the data from Figure 4.5 to plot urban and 
rural transition rates: the percentage of children who enroll in a given grade relative to the 
number that were enrolled in the previous grade.11 The transition rates for rural areas are almost 
always below those for urban areas—it is the accumulation of these differences that results in the 
divergent performance observed in Figure 4.5. By far the largest gap is observed in the transition 
from grade 8 to grade 9 in rural areas: enrollment by the 9th grade is about 60 percent that in 
grade 8. This is equivalent to 15 to 20 thousand students “disappearing” from the rural system at 
this stage. Again, this is expected given the rural supply constraints. 

4.48 Figure 4.7 also suggests, however, 
that a number of these children may be 
reappearing in urban areas since in this 
case the transition rate from the 8th to the 
9th grade is 40 percentage points above 
100 percent. Thus, part of the spike 
evident in urban areas in Figure 4.5 may 
be due to genuine reentry, and part of it 
may just reflect migration from rural areas 
as children seek secondary level supply.  

4.49 Finally, Figure 4.7 also suggests 
that the children who remain in rural areas 
after this exodus may then be in locations 
that do offer secondary schooling, and 
they seem to do fine relative to their urban 
counterparts—the transition rates for the 
last two grades are essentially equal in both areas (about 80 percent). 

4.50 As with reentry, the household survey data does not offer a clear confirmation of this. 
Table 4.9 presents the proportion of children who declared they lived in a different place or town 
(a different localidad) five years ago, according to their age and grade of enrollment. Figures 4.5 
and 4.7 suggest that one should observe a sudden increase in this percentage around ages 13-15 
and grade 9. There are some increases in these ranges, but they seem to be too slight and too 
gradual to explain the behavior observed in Figures 4.5 and 4.7. 

                                                 
11 These are not calculated using a panel of students, but rather just the count of enrollments at different grade levels. 

Figure 4.7: Transition Rates From Grade to Grade 
in the Urban and Rural Areas 
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Table 4.9: Percentage of Children who Moved in the Past Five Years by Age and Grade Level 

% of children who lived in a different place (localidad) 
five years ago 

Age % of children who lived in a 
different place (localidad) five 

years ago 

Grade 

ENCOVI (2004) Census (2002) 
6 6.4 1 5.8 5.3 
7 4.5 2 5.9 5.7 
8 6.4 3 4.5 5.6 
9 4.9 4 4.4 5.5 
10 5.0 5 5.5 5.7 
11 5.6 6 3.8 5.9 
12 4.5 7 3.5 6.3 
13 4.5 8 4.2 6.1 
14 5.0 9 4.9 5.9 
15 5.6 10 4.8 5.9 
16 4.4 11 4.2 5.9 
17 6.9 12 4.5 5.8 
18 8.2  -- --  

Source: Own estimates using the 2004 ENCOVI and the 2002 census data. 

4.51 Table 4.10 shows that among those individuals aged 3-22 who declared they have moved 
from another municipality in the past 5 years, only 14 percent stated that this was for school-
related reasons. Of course, it is impossible to rule out that school supply is not a consideration 
among households that decide to move, and whose children might be counted under the “to 
reunite with family” and “seeking better services” categories. 

Table 4.10: Stated Reasons for Migration, Individuals Aged 3-22 

Reasons for Moving in the Past Five Years Percentage 
Looking for job 9.58 
Seeking better income 5.52 

Study / continue with studies 14.30 
Reunite with family 55.94 
Seeking better services 6.72 

For marriage 5.28 
Other reasons 2.66 

Total 100  
 Source: Own estimates using the 2004 ENCOVI. 
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4.52 Finally, Column 1 in Table 4.11 focuses on the 14 percent of individuals who state they 
moved for educational reasons (Column 2 refers to the full sample, for comparison), and looks at 
the composition of the households in which they live. As one might expect, these children are 
much more likely to report living with members of their extended family or unrelated people: 
while 65 percent of respondents aged 3-22 report being the son or daughter of the head of 
household, only 17 percent of those who migrated for educational reasons do so. 

Table 4.11: Relationship with the Head of Household for Individuals Aged 3-22 Who Moved 
Because of Educational Reasons 

Relationship with Head of Household 
 
 

Only Those Who Migrated 
Because of Their Studies 

(1) 

Full 
Sample 

(2) 
Head of Household 7.0 2.3 
Spouse 1.5 3.2 
Son/Daughter 16.9 64.8 
Step son/Daughter 4.0 6.8 
Son or Daughter in Law -- 0.6 
Grandson/Daughter 9.5 15.0 
Father in Law -- 0.0 
Brother -- 1.4 
Other family member  11.8 3.7 
Not a family member  30.7 1.9 
Housekeeper 18.5 0.2 
Total 100 100  

Source: Own estimates using the 2004 ENCOVI. - - means that sample sizes are too small. 
 

4.53 To summarize the evidence in this section, the administrative data suggests that the urban 
educational system has significant supply constraints, particularly at the beginning of the 
secondary level. This seems to be partially due to reentry, and partially due to the arrival of rural 
children, which in turn seems to reflect the fact that secondary level supply in rural areas is even 
more limited. Neither administrative nor household survey data allows disentangling the relative 
magnitude of these two factors. Further research is needed to ascertain the exact magnitude of 
these phenomena, but it seems clear that successfully reducing repetition would require 
addressing both rural and urban secondary level supply constraints. 

4.54 Do children get to “test” supply constraints in rural areas?. One might have expected 
the transition between the first two cycles of primary schooling (that is, the transition between 
the 4th and 5th grade) to also produce an inverse behavior in rural and urban transition rates in 
Figure 4.7. This is not the case, which may reflect the fact that repetition is higher in rural areas, 
so that many children never get to “test” this supply constraint. For instance, a child who enters 
at age 7 and fails a grade twice would be 13 by the time he has a shot at going to 5th grade, and 
by that age dropping out becomes more likely. Figure 4.8 illustrates this by showing years of 
schooling observed at the 25th, 50th, and 75th percentiles of the years of schooling distribution.12 

                                                 
12 In other words, suppose that a country has 100 fifteen year olds, and that one orders them from the individual with 
the least years of schooling to the one with the most. These measures would pick up the number of years of 
schooling that the 25th, 50th, and the 75th individuals have. In a country with no inequality of attainment, say one in 
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This figure shows that the median rural child only reaches grade 4 by age 12, and the student at 
the 25th percentile has only made it to 3rd grade. Because of such large delays, the supply 
constraint binds less often than one might think. 

4.55 On the other hand, this last fact 
may be endogenous: it is possible that 
teachers, knowing that some children will 
not be able to migrate and attend a school 
with further offerings elsewhere, may see 
no downside in holding them behind. In 
other words, a student may remain in 
(possibly multi-grade) schools that do not 
offer instruction beyond the 5th grade, 
which again is fairly common in rural 
areas. While this is obviously not ideal, if 
the alternative is dropping out, it may not 
be a bad option if the child is gaining at 
least some skills. Yet again, this suggests 
that making definite statements on the 
harm of different types of repetition 
requires more information than we have at 
hand here.  

EDUCATION EXPENDITURES: LEVEL, ALLOCATION, EFFICIENCY AND TARGETING 

• The DR’s expenditures in education are low by international standards, especially in 
secondary education and are relatively inefficient in translating into years of education. 

• Improvements in educational outcomes will require a combination of enhancing output 
efficiency and increasing the level of expenditures, especially at the secondary level.  

• While pre-school and primary level expenditures are markedly progressive (i.e. benefit 
more the poor), targeting of expenditure in secondary education should be enhanced to 
improve their pro-poor impact. Tertiary education expenditures are strongly regressive.      

 
4.56 Low investment in the education sector, especially in secondary education. The DR’s 
expenditures in education are low by international standards. The 2005 budget allocates 2 
percent of GDP to education down from 3 percent of GDP executed in 2003. As a share of total 
public expenditures (net of debt service), expenditures on education, which grew from 13.5 
(14.8) percent in 1995 to 16.7 (18.2) percent in 2000, are down to 8.2 (11.8) percent in the 2005 
budget allocation. DR expenditures on education as a percent of GDP are comparable to those of 
Guatemala, which is the country spending less in Central America. Extremely limited resources 
are allocated to public Early Childhood Development (ECD) and pre-school programs (2.2 
percent of budgeted public expenditures in education in 2005).13 Basic education receives more 
than half of the public resources spent on the sector (54 percent in 2005) but the gross amount is 

                                                                                                                                                             
which every child enters school at the same age and no one ever repeats, these three would be equal, and the gap 
between them would be zero. 
13 Source: National Budget Office in Lizardo, J. (2005). 

Figure 4.8: Average Years of Schooling at Different 
Percentiles of the Urban and Rural Educational 
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still insufficient to meet the supply-side (quality and quantity) constraints that create inequities in 
access in rural areas, especially in the second cycle of primary education; and poor urban areas. 
Beyond primary education there is a distortion in the allocation of resources between secondary 
(12.1 percent of budgeted public education expenditures in 2005) and university levels (10.9 
percent of budgeted public education expenditures in 2005), with university institutions receiving 
much more public resources per student than secondary institutions.14 This pattern of under-
investment in secondary education relative to tertiary education is also observed in Honduras and 
Guatemala (World Bank, 2004d). 

4.57 The DR seems in fact fairly input and, to a less degree, output efficient with the little it 
spends in education at least when it comes to enrollment. Recent research (Herrera and Pang, 
2004) has shown that the DR education sector is input efficient in terms of gross primary and, to 
a less degree, secondary enrollment, i.e. it uses less resources than, for example, many other 
countries in LAC and in the world to achieve the same output. This is consistent with the 
evidence shown in the first part of this chapter and confirms that the DR achieves high 
enrollments spending relatively little.  However, the DR is not as input efficient when other 
education indicators are considered, such as years of schooling and grade completion. In fact, as 
shown above it takes more than 13 years in school to complete primary. The DR also appears 
less output efficient than the LAC average in terms of gross secondary enrollment, meaning that 
it could obtain more for what it spends (Herrera and Pang, 2004). Inefficiencies in input 
composition, on expenditure management and teacher management, as described in the next 
section, may explain this result. Finally, it is critical to note that even if the DR appears as fairly 
(input and output) efficient given its low level of expenditures, there is still a significant 
discrepancy between the observed and the desired output levels. The DR performance in terms 
for example of primary and secondary completion, net secondary enrollment and average years 
of schooling cannot certainly be defined as desirable.            

4.58 How progressive are education expenditures in absolute terms? A mixed picture. Figure 
4.9 shows that public spending at the pre-school and basic school level in the DR is 
progressive.15 However, given that there are few state-sponsored programs at pre-school level 
targeted to the poor, overall lower income children enroll in pre-school at significantly lower 
rates, as stated by differences at ages 3-5 (highlighted before).  

                                                 
14 World Bank (2004e), Alvarez C. (2004) and Lizardo, J. (2005). 
15 The analysis assumes uniform per student spending within each education level. Unfortunately, the available 
budgetary information does not allow an accurate analysis of the distribution of education expenditure per region or 
province, which would indeed be very useful to improve the overall targeting of education expenditures. 
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4.59 Although there are some 
access issues because of the 
important pending issue related with 
children’s lack of birth certificates, 
the enrollment profile is relatively 
equitable up to age 14 which, given 
the high prevalence of overage 
among students, coincides with the 
two cycles of primary education.  

4.60 Overall, public expenditures 
at the secondary level appear to be 
regressive for the lower half on the 
per capita income distribution, and 
progressive for the upper half 
(Figure 4.10). However, public 
expenditure in secondary education 
at the rural level is progressive. At 
the post-secondary education level, 
public subsidies are strongly 
regressive. In fact, access to post-
secondary education is extremely unequal in the DR, with virtually none of the poor attending. 

4.61 Increased funding for secondary education (media) —which is very low (0.24 percent of 
GDP budgeted in 2005) compared with both the country’s investment at other education levels 
and within international benchmarks— should be targeted to remove the bottlenecks described 
above. Additional resources could come from the proceeds of cost recovery measures at the 
tertiary education level and, to a larger extent, from an increase of the total public expenditures 
(net of debt service) devoted to education.16 If adequately targeted, increasing funding for 
secondary education would also give more students, especially from low socioeconomic 
background, the support required to complete basic and pre-university education. 

 

                                                 
16 World Bank (2004e). 
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Figure 4.10: Incidence of Public Education Utilization: Rural/Urban 
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EDUCATIONAL POLICES FOR TRANSLATING HIGH EDUCATIONAL DEMAND INTO YEARS OF 

SCHOOLING 

4.62 The Dominican educational system has been making progress since the 1990s crisis, and 
recovering from the low levels of enrollment and educational progression of the early 1990s. The 
system is now facing new challenges: (i) increasing the allocation of resources, especially in 
secondary education and improving the efficiency of their use; (ii) strengthening the equity of the 
system through quality enhancing measures in rural and marginal urban areas; (iii) improving 
access to pre-school, the second cycle of basic education in rural areas and secondary education; 
and (iv) enhancing human resources management.  

4.63 A significant improvement in the country’s educational outcomes will require a 
combination of enhancing output efficiency and increasing the level of expenditures in the 
sector.  The evidence presented above suggests that there might be limits to what can be 
achieved with pure efficiency gains, unless expenditures in education are increased.  The DR’s 
expenditure on education is low by international standards (2 percent of GDP is approximately 
half the average for the LAC region) and remains below the Government’s own target (4 percent 
of GDP or 16 percent of total central government expenditure, as set forth in Education Act 66-
97).17  As shown above, public investment in the sector shrank in the last five years both as share 
of GDP and as share of total public expenditures (net of debt service).  

                                                 
17 World Bank (2004e). 
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4.64 Given the tight fiscal situation, what is critical is for the GDR to define a sustainable 
growth rate for the envelope of resources to the sector and the tradeoffs this implies in terms of 
budget reallocations from other sectors, for example from social assistance.18 Any increase 
and/or reallocation of resources to the education sector should focus on improving the equity of 
access to good quality education and prioritize the secondary level so as to rise per student 
expenditures to meet key challenges of a system that needs to close the secondary education gap 
(see paragraphs 4.41, 4.50, 4.51 and 4.57).   
 
4.65 This chapter’s findings and Alvarez (2004) emphasize the importance of two set of 
policies and measures: those intended to enhance the equity of the system through quality 
improvements and those aiming at increasing access to education for specific groups of the 
population. Many of these policies have been adopted by the State Secretariat of Education 
(SEE) in the last few years but are still in their early implementation stage and renewed efforts 
will be required by the GDR to consolidate and strengthen them. Given the current tight fiscal 
situation, the government might consider prioritizing in the short-term quality-enhancing 
measures with significant potential to improve learning achievements, reduce repetition rates and 
improve progression, particularly in rural and urban marginal schools. Measures to ensure that 
no child is left behind because of lack of proper documentation should also be supported in the 
short-term. In the medium term, successfully reducing repetition and improving progression 
would require to address both rural and urban supply constraints and to improve access to 
education for specific groups. Selected specific policy options are discussed below 

Improving Equity of the System through Quality-Enhancing Measures 

4.66  Improving the pedagogical model in rural multigrade schools. Regarding equity of 
access to good-quality education, several priority areas require actions.19 In the first cycle of 
primary education in rural areas, more than 50 percent of schools are multi-grade (see paragraph 
4.53). Since 1998, the DR has developed a pedagogical model for multi-grade schools (Escuela 
Multigrado Innovada, EMI) based on best practices of other countries such as the experience of 
the Colombian Escuela Nueva and the Chilean MECE Rural. However, the adoption of this 
model has been restricted to less than 10 percent of all multi-grade schools. The consolidation 
and improvement of this model (including the development of teachers’ supervision and training 
schemes in microcenters supported by adequate materials) and its expansion to all multi-grade 
schools should therefore be a priority. Currently, the Multiphase Program for Equity in Basic 
Education (Programa Multifase para la Equidad de la Educación) of the SEE, supported by the 
Inter-American Development Bank, supports a four-year plan to expand the EMI model to all 
multi-grade schools in the country and improve quality of education in rural areas.  

4.67 Targeting poorly performing schools in urban marginal areas. Access to good quality 
education is not only a problem confined to rural areas. Interventions targeted to poorly 

                                                 
18 Government support through Social Assistance Programs has experimented transformations that have been 
reflected in a better connection among these programs and educational policies. This has been possible especially 
through conditional cash transfer programs where the beneficiary has to comply to certain conditions in order to 
receive the subsidy (e.g., school-aged children in the recipient’s household should go to school). Chapter 5 goes 
deeper into this topic.  
19 Alvarez (2004).  
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performing schools in urban marginal areas, especially those where repetition rates (and 
therefore the risk of students’ educational failure, i.e. dropping out) in the first grades of basic 
education are higher, should be supported. The mentioned Program for Equity in Basic 
Education is expected to channel resources to tailor specific interventions to urban marginal 
schools with the highest repetition rates in 3rd grade. In the last couple of years, the SEE has 
developed pilot programs for overaged students and summer courses aimed at strengthening 
academic competencies of students before they enter secondary education. The objective of these 
interventions is to reduce students’ probability of failing and repeating 9th grade. If successful, 
these types of interventions have the potential of greatly improving the efficiency of public 
expenditures in education. The development and expansion of this type of interventions should 
therefore be supported and their impact evaluated.  

4.68 Developing and applying tests for the 4th grade (or earlier) of primary education. This 
could be done to a representative sample of rural, urban-marginal and urban schools to be able to 
assess students’ learning achievements and take corrective measures at very early stages. Back in 
1996, 4th grade tests were eliminated. The system was left with no tools to measure students’ 
achievements in the first critical grades of basic education where delays on educational 
achievements start to accumulate.20 The application of international standardized tests should be 
encouraged to assess the overall performance of the Dominican education system vs. the rest of 
the world, a practice now more common in Central America.21  

4.69 Rationalization of teachers’ assignments. The implementation of the above measures 
requires schools able to rely on a stable roster of teachers committed to the community. 
Currently many teachers (usually called “taxi” teachers) work two shifts (tandas) in different 
educational centers under different management structures. It is recommended that the SEE take 
active steps towards a managed re-organization of schools, unifying different shifts (tandas) 
under the same management and re-assigning teachers who work two shifts to the same 
educational center.  

4.70 Strengthening decentralized management of educational centers by establishing 
decentralized school boards and giving them the financial resources required for pedagogical and 
curricular innovations. The General Law of Education and the Regulation for Decentralized 
Boards made it possible to advance in the creation of these boards in 200 secondary schools. 
This process, still at early stages, needs to be supported and strengthened also at the basic 
education level.   

4.71 Reforming teacher training supply to ensure a real implementation of the curriculum in 
the classroom. Teachers’ training is still conceived as simply linked to the achievement of an 
additional academic title. Universities provide training, but this is not usually shaped by an initial 
diagnostic of the situation neither is subject to an ex-post evaluation of results. No training 
follow-up and supervision of teachers’ activity in the classroom is taking place. It is 
recommended that the SEE workers to develop a training model based to initial assessments and 

                                                 
20 Assessing students’ learning through the development of National Assessment Systems and improving teaching 
methodologies are challenges faced also by Central American countries taking part in the CAFTA initiative (World 
Bank, 2004d). 
21 Most Central American countries, with the exception of Guatemala, have set up by now a standardized testing 
system in grades 3 and 6 (World Bank, 2004d) .  
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followed by selected supervision and evaluation of teachers’ activities in the classroom to 
evaluate the degree of effective implementation of the curriculum.   

4.72 Developing pedagogical materials and guides to support teachers’ activities and students’ 
learning processes. With the exception of textbooks, students and teachers rely on very scarce 
didactic and pedagogical material to guide and support the learning process in the classroom. 

Improving Access for Specific Groups 

4.73 This chapter shows that demand for education is high, however it also highlights (i.e., see 
paragraphs 4.38, 4.39, and 4.62) areas where improving access might be key to increase the 
educational achievements of specific segments of the population. Three potentially very 
important areas of intervention are: (i) increasing pre-school access of the poorest segments of 
the population; (ii) increasing access to the second cycle of basic education in rural areas; and 
(iii) expanding access to secondary education. 

4.74 The coverage of pre-school education is still low especially among the poorest, where 
only 16.1 percent of children between 3 and 5 years of age receive any pre-school attention, 
compared to 75 percent of those in the highest decile of income (see further evidence in 
paragraph 4.38-4.41). Pre-school education is known to be strongly linked to children’s better 
preparation to start first grade, to favor timely enrollment of kids in the educational system, 
reduce their probability of drop-out and repetition, and improve children’s academic 
performance in the first grades.22 The SEE program of initial education for the poorest segments 
of the population, supported by the World Bank, aims at increasing enrollment at this level.  

4.75 A second area of intervention is the expansion of enrollment for the second cycle of basic 
education in rural areas. Children’s lower progression in basic education in rural areas could be 
explained by several factors, both on the supply and on the demand side (see paragraphs 4.53-
4.58). On the supply side, the weaknesses of micro-planning tools prevent a more efficient use of 
resources for the provision of the second cycle of basic education to thousands of small multi-
grade schools. Investment planning represents a mayor challenge for the SEE. At this stage, it is 
critically important to determine where access needs to be expanded to achieve the most efficient 
use of resources. The development and consolidation of a geo-referenced system of educational 
statistics should be a priority for the sector. 

4.76 A third priority area of intervention should be increasing access to secondary education 
(media). To be able to expand enrollment at this level, investing in infrastructure to reduce 
bottlenecks (evidence is presented in paragraphs 4.49-4.52) will be key. The need for expanding 
investment at this level is even more critical if appropriate measures are taken to improve school 
progression in basic education. The secondary education program of the SEE, financed by the 
Inter-American Development Bank (Multiphase Program for Modernization of Secondary 
Education) aims, among other things, at expanding school infrastructure to reduce supply-side 
bottlenecks and meet the increasing demand for enrollment at this level. The GDR might also 
want to consider flexible delivery modalities, such as distance or semi-distance education, taking 
into consideration that an important set of pre-conditions need to be ensured to make these 

                                                 
22 Alvarez (2004). 
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options works (adequate materials, teachers’ training modalities and supervision, among others). 
Additionally, especially in urban areas, public-private partnership could be explored if there are 
some good quality private secondary schools with excess capacity.  

4.77 Actions are needed to ensure that no child is left behind because of lack of proper 
documentation (i.e., birth certificate).23 While this is an institutional constraint that partly lies 
outside the realm of the educational system, it does affect equity and skills accumulation as it is 
suggested by undocumented children’s slower school progression. Undocumented students 
should not be automatically disqualified from taking the national exam at the end of 8th grade. 
This prohibition might indeed be affecting parents’ decision of investing in their children’s 
education at earlier grades. In fact, faced with the expectation of their children’s not being able to 
complete primary, families may find it unprofitable to invest in only a few years of education 
that have a high opportunity cost (foregone consumptions today) and will not ensure reaping 
enough future benefits for their children (i.e. the earnings premium of a complete primary or 
secondary education). The experience of the past two years has proved that the SEE could play 
an important role to support undocumented children obtaining their birth certificate. The SEE 
policy that allows undocumented children to enroll in school should be supported and widely 
publicized. 

4.78 Finally, it is relevant to highlight that the Government of the DR has as one of its 
priorities the importance of the digital divide reduction in the education sector. Given the 
importance of the access to new technologies in the future, this kind of policies is considered 
fundamental within educational policies.  

Additional Challenges and Recommendations 

4.79 The sector challenges and policy measures discussed in the previous paragraphs are those 
most closely related with the empirical evidence presented in this chapter. However, the sector 
faces a wider set of pending issues that deserve attention. Some of these issues, summarized by 
Alvarez (2004), can be grouped under two comprehensive objectives: (i) strengthening the 
financial management and allocation of public expenditures in the sector, and (ii) improving 
human resources management. 

Strengthening the Financial Management and Allocation of Public Education Expenditures 

4.80 Consolidate education expenditure under the control of the SEE. In the tight fiscal 
environment of the DR, it is very important to keep consolidating educational expenditures under 
the control of the SEE. The efficiency of public expenditures in the sector can be improved as 
long as resources keep being channeled to finance integral sector policies and programs under 
the SEE management. An improvement in the efficiency of the execution of the resources 
allocated to the SEE should come from completing the implementation of the Integral System of 
Financial Management (SIGEF) to local delegations. 

                                                 
23 Lack of registration (birth certificates) in the DR comes from both supply and demand problems. Even though 
there exist special efforts from the Government of the DR to document low-income families, there also exist demand 
restrictions coming from intrahousehold decision-making processes as well as high costs associated to being 
registered, which translates into poor families lacking documents. 
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4.81 Boost efforts to support measures that improve the overall efficiency of the system. 
Measures aimed at increasing school progression and reduce educational failures, such as those 
described in paragraphs 4.45-4.52, as well as measures linking teachers’ incentives to their 
performance, could greatly reduce the waste of resources invested in a sector that currently turns 
high school demand and permanence in the system in relatively few years of accumulated 
education. 

Improving Human Resources Management 

4.82 Strengthen the management of the sector’s human resources. Many challenges lay ahead, 
such as: (i) reinforcing teacher’s supervision by SEE staff at the regional and district level in 
order to ensure compliance with contractual norms and establishing a body in charge of handling 
disputes; (ii) improving hiring practices, not only in terms of quality standards, but also on the 
basis of more accurate planning exercises mainly involving an assessment of enrollment trends, 
infrastructure availability, re-location of existing human resources; and (iii) full implementation 
of the Teachers’ Statute of promotions and re-categorization system (establishing a set of 
incentive maximizing teachers’ performance).24 

                                                 
24 Establishing the right set of incentives is also a challenge faced by the education sector in Central American 
countries taking part in the CAFTA initiative (World Bank, 2004d). 
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5. SOCIAL ASSISTANCE, POVERTY AND EQUITY  

 This chapter finds that overall social assistance programs are poorly targeted. The sum 
of social assistance programs is regressive in absolute terms, reinforcing the pattern of 
total private transfers (domestic and international remittances). Additionally, social 
assistance per capita transfers are relatively small, which limits the impact of individual 
programs on social welfare, poverty and inequality. Programs’ design features, budget 
allocations and fragmentation of interventions curb the overall effect on poverty and 
inequality. In addition, the lack of proper documentation prevents about 20 percent of the 
poorest Dominican families from benefiting from social assistance. The welfare impact of 
current social assistance expenditures would greatly benefit from a consolidation of 
interventions with fairly similar objectives and from an improvement in their overall 
design, targeting and monitoring and evaluation mechanisms.. Although the SIUBEN-
ICV does a relatively good job in identifying the poor, efforts are needed to strengthen 
the SIUBEN roster management and to ensure that Dominican families are not excluded 
due to lack of proper documentation. Moreover, the targeting of social assistance 
programs with an income support (consumption subsidy) objective could be improved 
significantly by complementing the SIUBEN-ICV selection formulas with income PMT 
methods.Conditional Cash Transfers (CCT) programs if properly targeted and 
implemented, could be much more progressive in absolute terms than existing social 
assistance programs (e.g., could redistribute a much bigger share of the budget to the 
poorest segment of the population) and could generate larger welfare gains. However, 
given the multiple competing financing demands, the expansion of CCT should be 
accompanied by consolidation and elimination of other programs with similar objectives 
and balance against the reallocation of fiscal resources to strengthen quality and 
coverage of basic services in health and education for the poor. A reform of the LPG gas 
subsidy, oriented to put a cap of RD$250 to the monthly transfers accruing to households 
consuming gas and to exclude from the subsidy the richest households (ICV-IV) 
according to SIUBEN, would increase the share of the program’s total budget going to 
the poor and generate important fiscal savings (80 percent of the original budget). 
However, given the pattern of households’ LPG gas consumption, the (income) poorest 
40 percent of households would still be better off if the gas subsidy budget were to be 
distributed through other transfer programs such as CCTs.  

 

5.1 Given that the accumulation of productive assets (human and physical capital) takes time, 
redistributive transfers can play an important role in the short-term by reducing poverty and 
inequality in addition to enhancing the pro-poor impact of growth in the longer term. The 
Dominican Republic invests a considerable amount of public resources in transfer and subsidy 
programs with the main objective of redistributing income to (and subsidizing consumption of) 
the poor. This chapter measures the effectiveness with which publicly-financed transfers 
redistribute income. This chapter also assesses the potential of the Unified System of Beneficiary 
Identification (Sistema Unico de Identificación de Beneficiarios - Indice de Condiciones de 
Vida, SIUBEN-ICV) to improve the targeting performance of social assistance programs against 
other Proxy Means Test (PMT) instruments. 
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A BRIEF REVIEW OF SOCIAL ASSISTANCE PROGRAMS  

5.2 This section briefly reviews achievements and setbacks of the social assistance reform 
attempts that have taken place in the DR since 2000. Social assistance (SA) programs have 
grown in a non-articulated fashion in a context characterized by a very high degree of 
institutional dispersion, political clientelism, lack of an overall strategic planning and absence of 
Monitoring and Evaluation (M&E) systems to assess programs’ achievements and results.  To 
understand the proliferation of social assistance interventions during the past decades, some of 
the features of the political economy framework that underpins public expenditure management 
in the DR are taken into consideration (Box 5.1).  

5.3 In 2004, social assistance expenditures represented 25 percent of executed social 
spending (more than health and more than education spending). The 2005 public sector budget 
allocates 16.7 percent of social spending (1.3 percent of forecasted GDP) to the broad social 
assistance category. By comparison, health and education budget allocations represent 
respectively 20.1 and 25.8 percent of total social spending.1 These amounts however do not 
include either budget allocations to gas subsidies (approximately 0.45 percent of forecasted 
GDP) or to electricity subsidies. Therefore, the focus on SA programs is justified by the fact that, 
taking subsidies into account, spending on social assistance represents approximately two thirds 
of total social protection expenditures, including social security expenditures.     

5.4 This chapter adopts the same definition of SA used by Lindert, Skoufias and Shapiro 
(2005). SA public (monetary and in-kind) transfers are programs for which beneficiaries do not 
make any direct “risk pooling” related contributions2. SA interventions are part of the broader 
family of social protection (SP) programs, which also include social insurance (SI) programs. SI 
transfers are programs for which beneficiaries make (at least partial) contributions that involve 
some degree of “risk pooling” in the sense that individuals know that they will receive some 
benefits back, but these benefits are not exactly equal to the value of their contributions.3  

5.5 In 2000, the Social Cabinet was created by Presidential Decree with the mandate of 
coordinating and integrating the government’s social policies and programs. In 2002, a first 
mapping of SA programs was carried out, the objective of which was to chart the legal basis, 
mandate and functions of programs and institutions.4 This mapping revealed the existence of 
more than 41 SA entities and programs.5 Some of these programs had been established by 
Presidential Decree, others within the general national budget, others by law, and others had 
been set up within line ministries. Nevertheless, the 2002 mapping provides scarce information 
on the objectives of SA interventions, operational characteristics and expected results. 

                                                           
1 National Budget Office (ONAPRES) figures in Lizardo, J. (2005).  
2 Some sort of payment or contribution might still be required from beneficiaries for example in programs where 
food or drugs are sold at subsidized prices. These contributions, however, are not part of a risk pooling scheme. 

3 Examples of SI programs could include public pensions and health insurance. Examples of SA programs include 
conditional cash transfers, direct food donations, school lunches, selling of food at a subsidized price and utilities 
subsidies. 
4 Baez, C. and C. Solís (2004).  
5 Dotel, O. and R. Cañete (2005). 
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5.6 In January 2003, the Social Cabinet was put in charge of leading the social sector 
reordering process, including SA programs.6 In 2004, a first concrete result was achieved with a 
budget formulation by programs. For the first time, it was possible to identify the amount of 
resources allocated to 16 SA institutions and to all SA-type programs financed through the 
national budget within the state secretariats. After this first achievement, progress has been rather 
slow. The development of a strategic plan for social assistance that would lead to a 
rationalization of the interventions and a more efficient and equitable use of public resources 
remains a pending issue. However, some steps forward have been made, for example with the 
development of an updated poverty map, and, for the first time, of a per-household targeting tool: 
the Unified System of Beneficiary Identification (Sistema de Identificación de Beneficiarios 
Sociales, SIUBEN) mechanism.    

5.7 Knowledge gaps on SA programs are still considerable and hard to fill. Background work 
done for the preparation of this chapter shows that the objectives of the programs are often 
vaguely stated, official rules of operation missing and detailed information on within program 
budget allocation not available.7 The estimation of the administrative costs of the programs is 
                                                           
6 Presidential Decree 623-03. 
7 García, M. (2005); Dotel, O. and R. Cañete (2005). 

Box 5.1: The Political Economy Framework Underpinning Social Assistance Expenditures 

The 2004 Public Expenditure Review emphasizes that, in spite of low central government expenditures 
compared with other Latin American nations or with countries with similar income levels, the allocation of 
overall public spending in the DR deviates significantly from that of comparator countries in that it 
overemphasizes the provision of private goods, untargeted subsidies and investment. As a matter of fact, the DR 
has a relatively high level of subsidies compared with other countries in the region. Expenditures on social 
assistance and subsidies have increased in the last 10 years both as percentage of GDP and as a share of total 
social expenditures (Lizardo, 2005)  
 
The environment of clientelism that has historically permeated political life since the Trujillo era (1930-1961) 
has generated excessive spending on private goods (or on investment projects) instead of human capital 
investments or other public goods because the former type of spending can be more narrowly “targeted” and 
often be used to reward party faithful and sponsors. Since the Trujillo era, successive governments have 
continued to exercise, among others, the functions of the producer and manager of key goods and services and 
have used social assistance expenditures as the envelope through which to support political constituencies.  
 
During the 1996-2000 period, the National Planning Office (ONALPAN) developed for the first time a poverty 
map with the idea of channeling social expenditures, including social assistance, to the poorest segments of the 
population in a more transparent way. However, the idea of developing a targeting system to channel social 
assistance interventions to the most needy according to objective poverty criteria has taken shape only very 
recently, with the development of a per-household targeting mechanism based on proxy means testing: the 
Unified System of Beneficiary Identification (Sistema de Identificación de Beneficiarios Sociales, SIUBEN). 
 
Another issue that impacts negatively the distributive characteristics of social expenditures in the DR is the lack 
of proper documentation (cedula or birth certificate) affecting many Dominican families. This affects around 20 
percent of the poorest 20 percent families (in terms of income), with around 60 percent of the undocumented 
are poor (Chapter 2). This situation not only prevents access of the Dominican poor to social programs (this is a 
requirement to become part of the SIUBEN roster) but also curtails their right to vote and thus hold elected 
officials accountable for more inclusive and effective social policies. There has been some recent progress in 
addressing this situation but more decisive progress has been limited by political patronage. 
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therefore particularly difficult. Reliable information on the characteristics of the beneficiary 
population is often not available. M&E of the results of the programs is particularly weak, and 
rigorous quantitative impact evaluations basically inexistent.8 The overall weak sector 
accountability has contributed to the perpetration of a fertile environment for clientelistic 
practices and the political use of SA programs.  

5.8 The reform proposals presented in the last four years have not fully addressed key issues 
of institutional fragmentation, overlapping, low efficiency and quality of SA expenditures. 
Recently, the Government has created the Social Protection Program (SPP), which consists of six 
sub-programs: Local and Territorial Development, Social Assistance, Inclusion of Vulnerable 
Groups, Support to Employment, and Social Subsidies. These six sub-programs regroup 21 
programs and entities, each one with their own structure and budget. A SPP decree also sanctions 
the elimination of some programs.9 However, most of the programs being eliminated have low 
budget allocations. 

5.9 To some extent, the SPP outlines a less ambitious reform agenda than previous reordering 
plans. Fewer programs are eliminated and a greater number is passed from ad hoc institutions to 
sectoral entities. It is rather unclear which institutional mechanisms would improve the 
articulation between sub-programs and within sub-programs. Additionally, the SPP decree does 
not clearly outline links with the system defined by the Social Security Reform (SSR) law 87-01, 
therefore generating the risk of duplicities. For example, by design the CCT program Comer es 
Primero (Annex 5.1) established under the SPP, and Pensión Solidaria, the solidarity pension 
program that represents the fully subsidized social security pillar,10 run the risk of overlapping. 
This is particularly the case if Comer es Primero is directed, as proposed, to extremely poor 
families regardless of their age structure.11 The program taxonomy presented in the SPP Decree 
includes two sub-programs, Social Assistance and Social Subsidies, the interventions of which 
are very similar in nature. For example, the program Comer es Primero, which is by design a 
consumption subsidy intervention, is ascribed to the Presidential Plan to Fight Poverty (PPFP), 
as part of the SA sub-program and not as part of the Social Subsidy sub-program, where other 
consumption subsidy interventions are ascribed to.     

5.10 Within SA programs, the institutional and operational framework of interventions related 
with cash/in-kind transfers and subsidies is fragmented. Within this category fall various 
interventions of the PPFP, such as direct food donations, as well as programs that provide food 
items at subsidized prices such as Comedores Económicos and INESPRE, the CCT Comer es 
Primero, and consumption subsidies such as LPG gas and electricity subsidies (Annex 5.1). 

                                                           
8 Qualitative evaluations are available only for two programs: Tarjeta de Asistencia Escolar (TAE), recently 
transformed into Incentivo a la Asistencia Escolar (ILAE), and the school lunch program Programa de 
Alimentación Escolar (PAE). A more quantitative evaluation of PAE is currently in a planning stage.   
9 Presidential Decree 1554-04. 
10 Article 67 Law 87-01. The Solidarity Pension would be issued to any person with disability regardless of their 
age, to people age 60 and above who have not contributed to social security during their working life, and mothers 
head of household age 45 and above with two or more children who cannot afford a basic consumption basket. See 
Lizardo, J. (2004). 
11 The degree of overlapping could be even worse once the Price Stabilization Institute (INESPRE) will launch its 
Targeted Program for Food Assistance which is meant to benefit half a million poor households selected through the 
SIUBEN with a monthly subsidy of RD$523 to purchase a food basket at subsidized prices.  
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5.11 The Government plans to channel a number of SA programs through the SIUBEN.12 
Comer es Primero and the Incentivo a la Asistencia Escolar (ILAE), another CCT (described in 
Annex A.5.1), the LPG gas subsidy and the subsidized regime of the Dominican System of 
Social Security will all be channeled through the SIUBEN. The development of the SIUBEN, 
despite the weaknesses identified in its initial implementation (discussed below), represents an 
important effort in a country where the targeting performance of social programs has 
traditionally been weak. Although important, the SIUBEN is a targeting tool and, as such, it can 
complement but not substitute other measures that should address the weaknesses of the overall 
SA institutional framework discussed above to increase the quality and efficiency of SA 
expenditures and develop a well structured M&E system.  

HOW WELL DOES SIUBEN IDENTIFY THE POOR? 

• When household per capita income and income poverty measures are used as 
benchmark to assess the precision of the SIUBEN-ICV classification rules, the leakage rate 
(the fraction of beneficiaries who are non-poor, that is., the proportion of non-eligible 
households that the SIUBEN-ICV classifies erroneously as “eligible,” over the total number 
of households classified as “eligible” by the SIUBEN-ICV) and the under-coverage rate 
(e.g., the fraction of total poor who are left out, that is, the proportion of poor  households 
that the SIUBEN-ICV classifies erroneously as “non-eligible,” over the total number of poor 
households) are relatively high, respectively 46.4 and 38.2 percent nationwide.  

• If an alternative income Proxy Means Test (PMT) estimated according to the 
methodology described in Annex 2.4 (using the same set of information contained in the 
short SIUBEN survey) were employed to predict households’ per capita income and 
therefore households’ poverty, leakage and under-coverage rates would be reduced by 
almost 16 percentage points. The use of an income PMT formula is therefore recommended 
to target transfer programs that have an income support (consumption subsidy) objective. 

• The targeting performance of the SIUBEN-ICV, as well as that of any other PMT 
aimed at predicting households’ welfare, does not only depend on the precision of the 
formula employed to correctly identify the poor, but also on the quality of the details of the 
implementation of the targeting strategy. A preliminary analysis of the SIUBEN operational 
processes shows important limitations in its management system. These findings suggest the 
need for an institutional consolidation, an improvement of survey collection supervision and 
validation activities, the definition of updating procedures, and of an adequate human 
resources and technological support structure.   

An Assessment of the SIUBEN-ICV Classification Formulas 

5.12 The same methodology used for the development of the Living Standard Index (Indice de 
Condiciones de Vida - ICV) poverty map (Chapter 2 and Annex 2.4) is being used by the 
Government as a per-household targeting tool and applied as Proxy-Means Test (PMT) for the 
creation of the SIUBEN. The Government’s objective is to build a roster of SA program 
beneficiaries. This section analyses the SIUBEN-ICV’s formula as a per-household targeting tool 
                                                           
12 Presidential Decree 1073-04. 
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and compares it to other PMT instruments.  Additionally, it reviews some of the SIUBEN 
operational characteristics.  

5.13 Although, as mentioned before,13 the SIUBEN-ICV welfare index captures welfare 
dimensions that are more related with Unmet Basic Needs (UBNs), the Government plans to use 
the SIUBEN-ICV to channel monetary and in-kind transfers to poor households. It is therefore 
justified in this exercise to use monetary measures of welfare as benchmark to gauge the 
SIUBEN-ICV PMT capacity to identify the income poor. We carry out the analysis using as 
benchmark the distribution of household per capita income derived from the 2004 ENCOVI.14  

5.14 A full assessment of the SIUBEN-ICV targeting performance should take into 
consideration three factors: (i) the overall strategy used to identify and select the universe of 
eligible (poor) households, which in the case of SIUBEN is a two-stage strategy, i.e., 
geographical targeting first followed by per-household targeting; (ii) how well the PMT is 
implemented in practice; and (iii) the PMT algorithm’s predictive power. Regarding the second 
factor, the capacity of a PMT formula to identify the poor could be excellent, but if the 
operational implementation of the PMT (e.g., survey collection and processing) is poor, the 
overall targeting performance of programs will be poor. Currently, there are no available sources 
of information that allow a full assessment of this second factor.15  

5.15 The SIUBEN-ICV formula does a good job at identifying the poor but it could be 
improved: almost 6 out of 10 households belonging to the poorest 40 percent in terms of their 
per capita income are also classified among the poorest 40 percent according to the ICV 
welfare index.  Here we focus on assessing the ability of the SIUBEN-ICV PMT to correctly 
distinguish poor from non-poor households (i.e. the algorithm’s predictive power). The 
SIUBEN-ICV formula is applied to the ENCOVI household-level data to compute an ICV score 
for each household. First, we simply compare household rankings into income quintiles (i.e. 
divide the population of households in five equal size groups: from the poorest to the richest) 
according to: (i) the ICV, and (ii) per capita incomes (ENCOVI). At the national level, 39.7 
(58.8) percent of households in the poorest 20 (40) percent of the SIUBEN-ICV score 
distribution also belong to the poorest 20 (40) percent of household per capita income 
distribution (Table 5.1, rows 1 through 4). The coincidence between SIUBEN-ICV and the 
income classification is slightly stronger in urban than in rural areas. In fact, 42.8 (60.9) percent 
of households in the poorest 20 (40) percent of the SIUBEN-ICV score distribution are also in 
the poorest 20 (40) percent of the household per capita income distribution in urban areas. The 
same figure is 37.6 (55.5) percent in rural areas. 

                                                           
13 See Chapter 2 and Annex 2.4 
14 Using the distribution of household per capita expenditures does not modify the general results. In Annex 5.2 we 
report the results taking as benchmark the distribution of household per capita expenditures. 
15 A baseline impact evaluation survey for any of the programs targeted through the SIUBEN could be used to assess 
the outcome of the SIUBEN implementation.  
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Table 5.1: Households’ Poverty Classification by SIUBEN-ICV/Income PMT  
and Per Capita Income  

 
Country 

(%) 
Urban 

(%) 
Rural 
(%) 

SIUBEN ICV PMT –  income   
Correctly classified as 20% income poorest families 39.7 42.8 37.6 
Correctly classified as 40% income poorest families 58.8 60.9 55.5 
Correctly classified as 60% income poorest families 73.7 74.4 70.4 
Always correctly classified 32.3 34.1 29.5 
Income PMT (SIUBEN information) – income 
Correctly classified as 20% income poorest families 59.3 58.9 57.1 
Correctly classified as 40% income poorest families 73.8 73.8 73.0 
Correctly classified as 60% income poorest families 82.6 83.1 81.0 
Always correctly classified 45.3 45.6 43.5 

Note: Based on per capita income quintiles, for example, the first quintile (Q1) refers to the bottom 20 percent 
households in the per capita income distribution. Income PMT is estimated using the same information contained 
in the SIUBEN survey. 
Source: Own calculations based on the SIUBEN algorithm and the 2004 ENCOVI. 

 
5.16 Suppose that the Government were to decide to transfer a flat subsidy to the (income) 
poorest 40 percent of households in the country. If the transfers were allocated randomly, only 
the poorest 40 percent of households in the two bottom quintiles would receive the subsidy, i.e., 
for each dollar transferred, 0.4 dollars would actually go to the intended beneficiaries. If the 
Government were to use the SIUBEN-ICV to target these transfers –and assuming that there are 
no flaws in its operational implementation– 58.8 percent of all households belonging to the 
poorest 40 percent would receive the subsidy, i.e., 46 percent more than their population share. 
For each dollar transferred, 0.58 dollars would actually go to the intended beneficiaries.  

5.17 How does this compare internationally? According to an index proposed by Coady, 
Grosh and Hoddinott (2004), the targeting performance of this hypothetical transfer program –
where no mistakes are taking place during PMT implementation – would fall just below the 
median range for means and proxy-means targeting methods in LAC. The median targeting 
performance of programs in the LAC region measured by the Coady-Grosh-Hoddinot (CGH) 
index16 was 1.56, i.e., the poor received 56 percent more than their population share. The median 
performance of programs using means and PMT methods was 1.55 and 1.50 respectively. 

5.18 The targeting performance of any PMT model can be measured by the under-coverage 
rate and the leakage rate, explained above. This mainly depends on: (i) the cut off point chosen 
to define who is eligible and who is not (or who is poor and who is not) according to the PMT 
model; and (ii) the actual distribution of eligible and non-eligible (or poor and non-poor) 
households. 

                                                           
16 The CGH index is constructed by dividing the portion of the transferred budget received by a population quintile 
divided by the portion of the population in that quintile.  
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5.19  Therefore, another way to assess the capacity of the SIUBEN-ICV model to classify 
households between poor and non-poor is to calibrate the SIUBEN cut off point in such a way 
that the SIUBEN algorithm applied to the ENCOVI household-level information predicts the 
same poverty rate obtained using the poverty line derived from the ENCOVI, i.e., 34.5 percent of 
all households at the national level (30.1 percent in urban areas, 42.5 percent in rural areas). In 
this analysis, by construction, leakage and under-coverage rates coincide. Table 5.2 (option a) 
reports the results. At the national level, the SIUBEN leakage (under-coverage) rate is 45.1 
percent, i.e., almost 5 out of 10 households estimated as poor by the SIUBEN algorithm are not 
income-poor according to the ENCOVI.  

5.20 On the other hand, taking the SIUBEN-ICV official cut off points as given and applying 
the SIUBEN-ICV algorithm to the ENCOVI household-level data, 39.9 percent (29.3 percent in 
urban and 58.8 percent in rural areas) of households would be considered poor at the national 
level (i.e., they would belong to ICV-II and ICV-I) and 6.4 percent (3.5 percent in urban and 
11.7 percent in rural areas) extremely poor (i.e., they would belong to ICV-I)17. When the 
household classification according to the SIUBEN-ICV score is compared to the income-poverty 
headcount derived from the ENCOVI, a reduced under-coverage rate should be expected, i.e., a 
higher proportion of households that are classified as income-poor are also classified as poor by 
the SIUBEN (ICV-I or ICV-II). On the other hand, leakage rates should increase, i.e., it would 
increase the proportion of households classified as poor according to the SIUBEN-ICV, which 
are not indeed income-poor according to the ENCOVI. Table 5.2 (option b) confirms these 
predictions. At the national level the leakage rate increases slightly (4.6 out of 10 households 

Table 5.2: SIUBEN-ICV Leakage and Under-Coverage Rates 

Leakage Under-coverage 
  

Country Urban Rural Country Urban Rural 
SIUBEN-ICV PMT         
(a) ICV- PMT cut off calibrated to match income pov. rate 45.1 47.0 42.8 45.0 46.9 42.7
(b) Original ICV-PMT cut off points  46.4 46.3 46.6 38.1 47.7 26.0
Income PMT (SIUBEN information)     
(c) Income PMT cut off calibrated to match income pov. rate 29.4 32.4 25.8 29.5 32.5 25.8
Income PMT (all variables contained in ENCOVI)   
(d) Income PMT cut off calibrated to match income pov. rate 29.3 32.0 25.8 29.3 32.0 25.8
Income PMT (excluding school assistance, employment)   
(e) Income PMT cut off calibrated to match income pov. rate 32.5 35.9 28.1 32.5 35.9 28.1

Notes: (a) SIUBEN-ICV cut off points are calibrated to reproduce the same income poverty figures of the 2004 
ENCOVI; (b) household per capita income poverty based on the poverty line and ENCOVI data; (c) estimation based 
on the same set of variables contained in the SIUBEN survey. The income PMT cut off point is calibrated so that the 
income PMT and ENCOVI poverty headcounts coincide; (d) estimation based on all variables included in the 
ENCOVI. The income PMT cut off point is calibrated so that the income PMT and ENCOVI poverty headcounts 
coincide; and (e) estimation based on all variables from the ENCOVI except for children’s school attendance and 
household members’ employment. The income PMT cut off point is calibrated so that the income PMT and ENCOVI 
poverty headcounts coincide. Source: Own calculations based on the SIUBEN algorithm and the 2004 ENCOVI. 
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classified as poor by the SIUBEN are not income-poor according to ENCOVI and the ENCOVI 
derived poverty line). On the other hand, under-coverage rates fall, i.e., 38.1 percent of income-
poor households (47.7 percent in urban and 26.0 percent in rural areas) according to the 
ENCOVI (and the ENCOVI derived poverty line) are not classified as poor by the SIUBEN.  

Alternative PMT Targeting Formulas 

5.21 The use of an income Proxy Means Test (PMT) methodology equivalent to that used in 
Chapter 2 for the estimation of the income poverty map can improve targeting of transfer 
programs with an income support (consumption subsidy) objective. Given the discussion 
surrounding the use of the 2004 ENCOVI expenditure data, we recommend that household 
predicted income be used as an alternative PMT mechanism against which to compare the 
SIUBEN-ICV predictive power (e.g., the capacity to identify correctly poor households).18 
Although it is not surprising that by using the household per capita income as benchmark the 
predictive power of the income PMT is superior to that of the SIUBEN-ICV PMT, it is 
nevertheless relevant to estimate the order of magnitude of the improvement. The specific nature 
of SA programs might in fact justify the use of an income PMT tool over the SIUBEN-ICV 
mechanism, for example in the case of consumption/income subsidies or income generating 
programs.19 Given that the information contained in the SIUBEN-ICV short survey is what is 
needed to estimate a basic income PMT, no extra data collection activities would be needed.  

5.22 The methodology used to estimate the income PMT is the same methodology used to 
estimate the income poverty map described in Chapter 2. Details of this methodology are 
presented in Annex A.2.4.The logarithm of household per capita income is the dependent 
variable of the income PMT model. The model is developed for prediction purposes only and 
underlying behavioral patterns cannot be identified.20 Table A.5.3.1 in Annex A.5.3 reports the 
income PMT estimation results obtained when the model is estimated using the ENCOVI but 
restricting the set of variables used to those that are also contained in the SIUBEN-ICV survey 
(henceforth “SIUBEN information”). Table 5.1 (rows 5 though 9) shows that, at the national as 
well as at urban and rural levels, the log per capita income PMT model (henceforth “income 
PMT”) does a better job than the SIUBEN-ICV model at ranking households according to the 
same quintile of household per capita income. 59.3 (73.8) percent of households among the 
poorest 20 (40) percent of the income PMT score distribution are also among the poorest 20 (40) 
percent of the household per capita income distribution. Therefore, if the bottom 40 percent of 
income poor households were the targeted population of a flat transfer, under the income PMT 
scheme they would receive 84 percent more than their population share. The same figure was 46 
percent for the SIUBEN-ICV model.21  

                                                                                                                                                                                           
17 See Annex A.2.4 for a definition of ICV categories.  
18 The results of the expenditure PMT are also available. 
19 See Chapter 2.  
20 Using step-wise elimination of regressors with replacement, through an iterative process we removed insignificant 
explanatory factors keeping only those that are significant at a predetermined cut off significance level. Initially, the 
model started with 82 variables. At the end, 39 were left for the urban area and 32 for the rural area. The 
methodology is sensitive to non-normality and heteroskedasticity, thus appropriate tests were implemented.  

21 When household ranking by quintile of the income PMT is assessed using the distribution of household per capita 
expenditures, income PMT still does a better job than the SIUBEN-ICV model (see Annex A.5.2 for detailed 
results). This result is achieved in spite of the SIUBEN being designed to supposedly capture the more 
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5.23 Next, we calibrate the income PMT cut off point so that the income PMT algorithm 
applied to the 2004 ENCOVI predicts the same poverty rate obtained in the income poverty 
estimates using the poverty line derived from the ENCOVI. By construction, as already 
mentioned above, leakage and under-coverage rates coincide. Table 5.2 (option c) shows that the 
income PMT under-coverage (and leakage) rate is 29.4 percent at the national level, 32.4 percent 
at the urban and 25.8 percent at the rural level. Overall, a 16 percentage points improvement 
from the same figures is obtained with the SIUBEN-ICV PMT under the same set of 
assumptions, regardless of the geographical disaggregation considered. This means that 34 
percent of non-eligible (non-poor) households classified as eligible (poor) by the SIUBEN-ICV 
would be correctly classified as non-poor by the income PMT and that 34 percent of eligible 
(poor) households classified as non-eligible (non-poor) by the SIUBEN-ICV would be correctly 
classified as poor by the income PMT. 

5.24 These results show that there is room to improve the targeting outcome of programs with 
an income support (consumption subsidy) objective. Since by definition, these programs should 
be targeted to the income (consumption) poor, an income PMT could deliver a better targeting 
outcome than that obtained with the application of the SIUBEN-ICV formula.  More 
importantly,  these results are obtained with an income PMT model estimated with the ENCOVI 
but restricting the set of variables used in the estimation to those that are also contained in the 
SIUBEN-ICV survey. Therefore, the adoption of the income PMT formula would come at no 
additional costs. In fact, the income PMT formula could already be applied to the SIUBEN 
database to determine households’ eligibility, for example, for the new CCT programs such as 
Comer es primero and ILAE. The income PMT formula could be applied to those households 
who are already in the roster of beneficiaries, when a re-certification of their eligibility status 
will take place.    

5.25 Avoiding perverse incentives in implementation. An important issue that should be taken 
carefully into consideration when deciding about a PMT model specification is the interaction 
between the objectives of the program and the specification of the PMT model. For example, if a 
PMT model is used to identify and select eligible families in order to provide their children with 
scholarships that are conditional on children’s school enrollment and/or assistance, the inclusion 
of children’s school enrollment and/or assistance in the PMT set of regressors might generate 
perverse outcomes. In fact, households with children not enrolled in school are probably more 
likely to be poor and therefore more likely to benefit from the scholarship program. If the PMT 
model were to be used to re-assess households’ poverty situation after they have been in the 
program for a certain period of time, the PMT model might indeed “penalize” those households 
who have in fact enrolled their children in school, by attributing them a higher welfare score that 
might place them above the eligibility cut off for the scholarship program. \ 

5.26 Finally, another relevant aspect is the extent to which variables included as regressors in 
the PMT can be verified to avoid manipulation. For example, in countries where the share of 
labor market informality is high, variables such as the employment status of household members 
are extremely difficult to validate and are likely to be manipulated. This risk is even higher when 
households already know that the employment status information they provide could qualify or 

                                                                                                                                                                                           
“structural/long term” dimension of poverty, which should be more associated with household per capita 
expenditures. 
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disqualify them from receiving benefits. On the one hand, the elimination from the set of 
regressors of variables that could be easily manipulated might reduce the predictive power of a 
PMT model. On the other hand, it could help reduce targeting errors once the PMT is 
implemented. Table 5.2 (options d and e) reports the leakage and under-coverage rates of a 
different specification of the income PMT model where the full range of variables available in 
the ENCOVI are included without restricting the initial choice to those variables contained in the 
SIUBEN-ICV survey. Differences with the income PMT model estimated using just the set of 
variables contained in the SIUBEN survey are insignificant. When income PMT model is 
estimated excluding children’s school assistance and household members’ employment status 
from the set of regressors, leakages and under-coverage rates increase by approximately 3 
percentage points. 

Key Challenges for the SIUBEN Management System 

5.27 Targeting can work but design and implementation details matter to final distributive 
outcomes. As mentioned above, the targeting performance of the SIUBEN does not only depend 
on the predictive power of the algorithm but also on the quality of the operational process that, 
starting with data collection activities, leads to beneficiaries’ enrollment into the SIUBEN roster. 
The successful implementation of this process is key to ensure a solid targeting performance of 
the programs adopting the SIUBEN as their beneficiary selection mechanism.  

5.28 Currently the SIUBEN lacks a well developed management system. The SIUBEN Unit 
ascribed to the Social Cabinet is in charge of data collection, application of the SIUBEN 
algorithm and classification of the surveyed population in four welfare categories. In order to 
perform a constant updating of the roster of beneficiaries, the SIUBEN depends on the human 
and technology resources developed by other entities, namely the governmental entities in charge 
of the execution of specific programs. Given that these resources are basically not yet in place 
and that the protocol through which this updating will feedback into the SIUBEN is untested, 
there is a risk that the SIUBEN roster of beneficiaries will rapidly become obsolete.22  

5.29 The experience of other countries in the Latin America and Caribbean (LAC) region23 
shows that: (i) a well managed roster of beneficiaries requires a constant updating with large 
inflows and outflows of information regarding changes in household demographic structure or 
eligibility conditions24; and (ii) roster management is the key element to ensure accountability, 
transparency, efficiency and equity of transfer and subsidy programs. The roster management 
should be a self contained process. All stages of this process, from data collection and validation, 
PMT application and beneficiaries’ enrollment, to household/individual information updating, 
should be carried out under the supervision of one entity. This entity should be responsible for 
the final quality of the roster of beneficiaries. The integrity of the whole process should be 

                                                           
22 According to Comer es Primero personnel, when the program started the validation of household-level 
information provided by the SIUBEN, many more households than those included in the SIUBEN list showed up 
asserting that they had not been interviewed by the SIUBEN in the first place. 
23 For example, in the case of conditional cash transfers in Mexico, Nicaragua and Colombia. 
24 Many countries in LAC periodically update the socioeconomic information of beneficiary households through re-
certification or re-interview processes, to capture possible changes in the eligibility status of these households. The 
frequency of this update varies across programs and there is no  “golden rule” (CCT programs tend to carry out 
these extensive re-certification processes at least each third year).   



 164 

ensured even if specific activities are outsourced. To our knowledge, in the case of SIUBEN, the 
supervision of data collection activities is rather weak. Data collection is “decentralized” to 
various entities, e.g., NGOs and community organizations with weak supervision. On the 
contrary, data processing and validation is centralized, e.g., it is taking place very far from the 
areas where households are interviewed, therefore making it almost impossible to rely on 
multiple household interviews to fix problems detected in the collected information.  Castañeda 
et al. (2005) carried out an in-depth analysis of key design and implementation factors for 
household targeting system in the United States and five countries in LAC. Some of the findings 
of this study, summarized in Box 5.2, could be very useful to guide the process of consolidation 
of the SIUBEN. 

Box 5.2: Designing and Implementing Household Targeting Systems: Lessons from Latin America 
and the United States  

While the actual design and implementation of household targeting systems varies significantly by country, most systems 
involve the following basic steps:  (a) collecting data on specific (potentially eligible) households via interviews (and 
sometimes home visits) using pre-designed questionnaires (which depend on the type of household assessment mechanism); (b) 
entering these data into a unified household information registry (with varying degrees of verification and consistency checks); 
(c) comparing household characteristics with pre-established eligibility criteria (program-specific); and (e) establishing 
program-specific beneficiary lists (sub-registries) for the purposes of program implementation and payroll.   

Castañeda et al. (2005) presents an in-depth assessment of key design and implementation factors and their potential impact on 
outcomes for household targeting systems in Chile, Colombia, Costa Rica, Mexico (which all use Proxy Means Tests to target a 
wide-range of social programs to the poor and vulnerable), Brazil (which uses an Unverified Means Testing in which eligibility 
decisions for social programs, including the Bolsa Família Program, are based on self-reported income with little or no 
verification) and the United States (which uses Verified Means Testing in which eligibility for social programs is determined 
via an assessment of household incomes and assets with rigorous verification to improve target accuracy).  A number of key 
messages do emerge from the cross-country analysis: 

• Household targeting systems should be designed with care.  The international review by Coady, Grosh and Hoddinott 
(2004) finds that targeting can work, but doesn’t always.  Design and implementation details matter to distributive 
outcomes.  Too often governments want to launch programs quickly and they – and consultants hired to help them – do not 
pay enough attention to the necessary details that go into designing and implementing household targeting systems.  These 
systems take time to design, pilot, and implement on a large scale (at least 18 months).  Numerous factors should be 
considered, including: (a) an appropriate data collection strategy; (b) adequate systems management; (c) the feasibility and 
potential accuracy of household assessment mechanisms; (d) institutional arrangements; and (e) monitoring and oversight 
mechanisms to ensure transparency, credibility and control of fraud. 

• Data collection processes should be carefully designed so as to ensure transparency, dynamism (open entry into registries), 
outreach to the (potentially) poor, cost efficiency, and administrative feasibility.  The strategy for conducting interviews 
and collecting data is as important to the success of household targeting systems as the type of eligibility mechanism used.  
Both demand registration and survey-based approaches have their advantages and disadvantages.  The quasi-exhaustive 
survey approach has the advantage of being cheaper (per interview) to implement.  It also favors outreach to the poor.  
However, the survey approach in general is generally static (allowing for only infrequent registration and updates) and is 
found to be associated with somewhat weaker targeting accuracy in the six countries by Castañeda et al (2005).  In 
contrast, the on-demand applications approach favors dynamic, on-going registration as well as regular updating and re-
certification (due to the extensive network of welfare offices usually present with this approach).  It was also associated 
with stronger targeting accuracy (lower leakage) among the cases examined Castañeda et al (2005).  Nonetheless, the on-
demand approach can also miss the poor (lower coverage), who may be less informed or connected.  Depending on the 

poverty density of particular areas, mix of data collection approaches can be an effective way to balance the goals of 
maximizing outreach to the poor with minimizing the costs of interviewing large numbers of likely ineligible 
non-poor households.  Micro-area poverty maps can help guide these design choices by providing localized 
information on poverty prevalence and density. 
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Box 5.2: Designing and Implementing Household Targeting Systems: Lessons from Latin America 
and the United States (Continued) 

• Several factors pertaining to information management affect the quality of household targeting systems. First, a consolidated 
national database is important and can help avoid duplications and track beneficiaries, even if data are collected locally.  
Second, proper identification of individuals is crucial.  A unique social identification number should be used – ideally one 
that is used on a country-wide basis to be able to link registry information and beneficiaries with other systems and 
programs.  Moreover, software and coding systems need to be designed to link individuals with particular families (or 
assistance units).  In the absence of a single national identification number, registry questionnaires often collect information 
on multiple identification numbers and characteristics and then assign a new social identification number upon registration 
(and codes to link individuals to families). Third, updates and re-certifications are important for tracking fraud and avoiding 
situations such as “ghost” beneficiaries, which can emerge as registries become dated.  Fourth, database management should 
be designed to be able to flexibly respond to changing policies and updates and rely on common software (even if data entry 
is decentralized) with pre-testing of systems, well-designed manuals, and adequate training for users.   

• The choice of household assessment mechanism (verified means testing, unverified means testing, proxy means testing) 
depends on a number of factors, including (a) cost and administrative feasibility; (b) technical feasibility, given the degree of 
informality in the economy; and (c) political acceptability.    

• Combining household assessment with geographic targeting can improve accuracy.  Most countries in LAC combine 
household assessment mechanisms with a certain degree of geographic targeting.  The international review by Coady, Grosh 
and Hoddinott (2004) shows that combining multiple types of targeting mechanisms (e.g., PMT with geographic targeting) 
can yield higher accuracy.  Areas with high concentrations or density of poverty can be prioritized for registration (e.g., with 
the survey-outreach approach) and program expansion although households might be let be able to apply to register in the 
unified household information system at any time via on-demand applications.   

• Institutional roles should be clearly defined and communicated.  Designing clear institutional roles is essential for the 
success of household targeting systems.  Institutional arrangements vary significantly by country and should be tailored to 
local realities (ideally building on existing government structures if they work well).  Nonetheless, arrangements should be 
made to promote quality at all levels and clear guidelines for processes should be communicated and used for oversight. 

• Strong mechanisms for monitoring and oversight are crucial for all systems, but especially with decentralized data 
collection.  While no system is 100% immune to fraud or leakages, a variety of tools should be used to minimize them.  
Multiple mechanisms can be used, including: supervision of interviews, verification of information, automated checks, 
comparing registries with other data, random-sample quality control reviews, and citizen oversight (“social controls”).   
Using multiple instruments strengthens the system.    

 

5.30 Additionally, as noted before, a high percentage of members of surveyed households25 
who would qualify as poor according to the SIUBEN lack personal identity documents.26 This is 
an important challenge facing the enrollment process in the SIUBEN system that requires 
decisive political actions to tackle the issue of undocumented individuals in the DR.   

DISTRIBUTIONAL CHARACTERISTICS OF SOCIAL ASSISTANCE/SOCIAL INSURANCE PROGRAMS 

• At the beginning of 2004, coverage of SA programs was extremely high and its 
distribution neutral across quintiles. Overall, SA transfers were very poorly targeted. The 
sum of SA programs in question is regressive in absolute terms, reinforcing the pattern of 
total private transfers. If the transfers of programs such as PROMESE drugs distribution, 
INESPRE and LPG gas subsidies (before the implementation of the Apache Plan) had been 

                                                           
25 According to the SIUBEN unit, this figure is close to 25 percent of the population surveyed at the national level.  
26 In other countries of the region such as Mexico and Nicaragua, beneficiaries of CCT programs are identified 
through other mechanisms, for example holograms and cards carrying pictures issued by CCT executing agencies. In 
El Salvador a similar solution is being explored. These however are temporary solutions that only serve the purpose 
of easing access to these programs.  
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randomly allocated (“helicopter drop” allocation), they would have benefited the poor much 
more than they actually did.  

• Only the school lunch program (PAE) and conditional school grants (TAE), among 
those examined, clearly favored individuals at the poorer end of the spectrum. Nonetheless, 
even in these two cases, significant savings (approximately 20 percent of their monthly 
budget) and welfare gains could be achieved by improving their targeting and decreasing 
leakages.   

• SA transfer unit values, which are relatively small, limit the impact of individual 
programs on social welfare, poverty and inequality. Nonetheless, the joint impact of a sub-
sample of SA programs (TAE, PAE, PROMESE, INESPRE and LPG gas subsidies) on 
poverty headcounts is not negligible, although 75 percent lower than the impact of domestic 
and international private transfers. The design features and budget allocations of these 
programs (for example in favor of LPG gas subsidies) curb the overall impact on poverty 
and inequality measures.  

• The welfare impact of social assistance programs would greatly benefit from a 
consolidation of fragmented interventions with similar objectives and from an improvement 
in their overall design and targeting mechanisms. If transfers were well targeted, they could 
at least partially counteract the un-equalizing impact of international private remittances. 

• Social Insurance (SI) programs have extremely low coverage. Although unit benefit 
values are far more generous than SA benefits, the distribution of these benefits in absolute 
and relative terms is biased in favor of the rich and urban residents. These programs are 
typically accessible through employment in the formal labor market. To the extent that poor 
households are less likely to be employed in the formal sector, they are also less likely to 
benefit from it. Therefore, any marginal contribution of publicly-subsidized SI transfers to 
social welfare will remain low in the medium term. 

5.31 In this section we measure the extent to which public subsidies and transfers in the DR 
redistribute income. Just for comparison purposes we also compute some distributional outcomes 
of private (national and international) transfers received by households.27 To measure the 
distributional characteristics of some of the SA/SI transfer programs executed in the DR, we 
consider a number of indicators: (i) unit transfer values (i.e., how much each individual member 
of a beneficiary household receives); (ii) coverage (i.e., who receives the transfer); (iii) absolute 
incidence (i.e., who receives what share of the program’s budget); (iv) relative incidence (i.e., 
which share of a particular group total income the transfer represents); (v) the Coady-Grosh-
Hoddinot (CGH) index; (vi) the impact on poverty and inequality measures; and (vii) the 
distributional characteristic index (DCI, which measures how effective a given program is at 
getting the transfer budget to the most needy individuals) and its decomposition into targeting 
efficiency and redistributive efficiency. 

                                                           
27 This includes coverage, incidence analysis and impact on poverty and inequality measures (the latter only for 
international remittances, given that national transfers are not net transfers). The impact on poverty measures of 
national transfers is calculated under the assumption that poor households are net recipients.  
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5.32 The estimation of the indicators mentioned above requires the selection of: a poverty line 
and an individual welfare measure. We use the poverty line derived from the ENCOVI and per 
capita income as our welfare measure. The ENCOVI allows computing coverage for eleven 
SA/SI programs. However, it does not provide information on the transfer amounts households 
received during the survey re-calling period for any of these programs. This limitation poses a 
challenge for the analysis. We were able to estimate the transfer amounts for seven out of the 
eleven SA/SI programs in question by making assumptions based on the information derived 
from administrative data and, in a few cases, from these programs’ rules of operations. Five of 
the seven programs in question fall into the SA category (described more extensively in 
Annex.5.1):   

• Tarjeta de Asistencia Escolar (TAE). TAE is a CCT program to improve children’s school 
assistance and retention in primary education (in theory children ages 5-15 in practice older 
given the high overage rates). The program ran until 2004 and was then transformed into the 
School Assistance Incentive (Incentivo a la Asistencia Escolar, ILAE). Each beneficiary eligible 
household received a monthly transfer of RD$300. We assume that RD$300 is the amount 
received in the month previous to the interview by households who answered to have received 
the TAE in the last 12 months. According to the 2004 ENCOVI, 3.4 percent of households who 
received the TAE did not have any household members in the age range of 1-25.  

• School Lunch Program (Programa de Alimentación Escolar, PAE). PAE is a school lunch 
program with national coverage for children ages 5-14 enrolled in primary education (in practice, 
because the age criteria is not strictly applied given overage cases). The monthly value of the 
school lunch received by children enrolled in pre-basic and basic school is estimated at 
RD$152.7 for 2004.28 According to ENCOVI, 2.5 percent of the households that received the 
PAE in the twelve months previous to the ENCOVI interview did not have children in the age 
range 5-20.  

• Essential Drugs Program (Programa de Medicamentos Esenciales, PROMESE). 
PROMESE provides essential drugs at subsidized prices to poor segments of the population 
through hospitals, rural clinics and boticas populares (popular pharmacies). To assess the 
distributional characteristics of PROMESE, we assume that each member of a household who 
has benefited from the program in the twelve months before the ENCOVI interview, received a 
monthly allocation of RD$5.1.29  

                                                           
28 The annual budget executed by the PAE program in 2004 was RD$2,442.71 million (US$59.2 million assuming 
the 2004 official average exchange rate of US$1 = RD$41.25. The total number of beneficiaries for the three 
modalities of the PAE was 1,600,418 and the number of school lunches served 288,190,388. Therefore, the 
estimated value of each meal was RD$8.5. This estimated value excludes some but not all of the administrative costs 
of operating the program (for example recurrent costs, such as PAE staff salaries). Additionally, we assume that 
each child receives 180 rations per year, which is off course an upper bound. Thus, the estimated value should be 
considered an upper bound of monetary value of the benefits received by each child.. Taking all this into 
consideration, the monthly monetary value of the benefit received by each child ages 5-14 enrolled in school is 
estimated at RD$152.7.   
29 This amount derives from dividing the amount of the budget that PROMESE estimates was the value of the 
transfer to consumers in 2003 (i.e. the difference between what consumers would have spent if they had bought the 
same drugs in private pharmacies, and what they actually spent purchasing these drugs through PROMESE) by the 
number of households who said to have benefited from the program in the twelve months previous to the ENCOVI 
interview. This amount was estimated at RD$275.5 million.  
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• LPG gas subsidies. We estimate the value of the LPG gas subsidy received monthly by each 
household in ENCOVI. The analysis refers to the situation before the implementation of the 
Apache Plan in August 2004, which tries to exclude from receiving the subsidy those LPG gas 
consumers purchasing gas in tanks with a capacity of more than 22.5 gallons. The estimated 
monthly average value of the subsidy received by households purchasing LPG is RD$346. An 
estimated 1.91 million households received the subsidy (83 percent of all households).30 In the 
next section we simulate the impact of the proposed changes in the rules of operation of the LPG 
gas subsidy program.  

• Price Stabilization Institute (INESPRE)/popular markets. In principle, INESPRE 
intervenes primarily in remote poor areas where private commercial wholesale or retail outlets 
are scarce and where INESPRE would purchase whatever agricultural goods are left at the end of 
the day at below market prices and re-sell them at subsidized prices primarily in urban marginal 
areas. To assess the distributional characteristics of the program, we assume that each member of 
a household who benefited from the program in the twelve months previous to the ENCOVI 
interview received a monthly allocation of RD$11.5.31 

Two of the seven programs fall into the SI category: 

• Health care services received by people affiliated to the social security (SS-Health). We 
assess the distributional characteristics of health care services (e.g., consultation, drugs, lab 
analysis, and hospitalization), which households affiliated to the social security system say to 
have received “for free” in the month previous to the ENCOVI interview.  The unit value of each 
category of health care services is assumed to be equal to the average amount paid for the same 
category of services by those un-uninsured individuals who bought them in the month previous 
to the ENCOVI interview.  

                                                           
30 In February 2004, the difference between the market and the subsidized price per gallon of gas for household 
consumption was RD$32 (the market price RD$57 was more than double the subsidized price RD$25). Only 58 
percent of all households in the 2004 ENCOVI exclusively used LPG gas for cooking in the month previous to the 
interview, 25 percent used LPG gas and other types of fuel, and 17 percent did not use LPG gas for cooking. We 
make the assumption that all LPG gas consumed by households for cooking purposes before the implementation of 
the Apache Plan was subsidized. The number of LPG gallons consumed by the second group is estimated using the 
coefficient of a LPG gas consumption model (estimated with STATA median regression method). The model’s 
dependent variable is the number of LPG gallons consumed by households (for the first group, it was obtained by 
dividing the monthly total expenditure in LPG gas for cooking by the subsidized unit price of a gallon of gas; for the 
second and third group, it was set at 0). The model’s explanatory variables, which turn out to be significant, include 
geographical location, household income and total expenditure net of gas consumption, household size and 
schooling of the head of the household, number of adults in the household, and possession of a cooking stove and of 
a refrigerator. Given the estimated pattern of households’ consumption, the total estimated monthly subsidy is 
RD$661.8 million, which is not far from official figures (estimating the total amount of LPG subsidies at RD$690 
million in March 2004). It is likely that LPG gas purchased for cooking might also have been used for transportation 
purposes (the size of the tank is the same), while the percentage of households who declare to use LPG gas for 
lighting purposes is less than 0.5 percent of the total. 
31 This amount derives from dividing the amount of INESPRE/popular markets estimates of the value of the transfer 
to consumers in 2003 (i.e. the difference between the value of the products acquired by INESPRE and the value of 
the same products sold to the public) by the number of households who said to have benefited from the program in 
the twelve months previous to the ENCOVI interview. The value of the transfer was estimated at RD$455 million in 
2004. 
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• Retirement pensions. The distributional characteristics of retirement pensions are assessed 
by considering the monthly value of retirement pensions received by all household members.32  

5.33 The analysis does not examine the way taxes or contributions are collected to finance 
neither transfers nor the redistributive impact of these taxes and contributions. Rather it assumes 
that these financing mechanisms are neutral from a distributional point of view. This assumption 
is especially strong in the analysis of the distributional characteristics of SI programs. Therefore, 
we decided to estimate the CGH and the distributional characteristic indexes only for SA 
programs. Finally the ENCOVI reports household access to a series of in-kind transfer programs 
such as Comedores Económicos, direct food donations mostly from the PPFP, as well as access 
to an electricity subsidy program for poor urban neighborhoods. However, neither the ENCOVI 
data nor administrative sources allow estimating the value of the average transfer per capita of 
these programs. Therefore we only compute coverage rates.  

5.34 Table 5.3 shows that average unit transfers vary significantly by transfer type. Unit 
transfers are far more generous for SI than SA programs in the DR, a pattern also observed in 
other countries in LAC.33 The order of magnitude of the average per capita monthly international 
remittances and national private transfers for those households who receive private transfers is 
respectively 40 and 10 times greater compared to the size of SA publicly-subsidized transfers. 
The last column of Table 5.3 shows the percentage of total monthly transfers accruing to the 
richest 40% of households of the per-capita income distribution. This information is especially 
important for SA programs, because not only a better targeting of these programs is feasible, but 
it could lead to substantial fiscal savings (for example for PAE, LPG gas subsidy and INESPRE). 

 

                                                           
32 The information contained in the ENCOVI refers to the old regime of social security of the Dominican Institute of 
Social Security. The Social Security Reform includes generous schemes for poor segments of the population 
(Pensión Solidaria) and informal workers. See Lizardo, J. (2004). 
33 See Lindert, Skoufias and Shapiro (2005). They include a seven-country sample: Argentina, Brazil, Chile, 
Colombia, Guatemala, Mexico and Peru. 

Table 5.3: Number of Beneficiaries and Average Size of Transfers 

  

Number of 
individuals 
residing in 
beneficiary 
households  
(thousands) 

Average 
monthly 
transfer 

received by 
individuals   

(RD$) 

Total monthly 
expenditures 

(million RD$) 

% of total monthly 
expenditures accruing to 
the (income) richest 40 

percent of the population 

Social assistance    
TAE 364.1 59.0 21.5 21.5 

PAE 2810.2 50.3 141.5 20.6 

PROMESE 4495.1 2.9 13.2 42.7 

LPG Gas Subsidy 7669.9 86.3 661.8 57.6 

INESPRE/Popular markets 3309.4 24.3 80.3 42.6 

Social Insurance         

Pensions  460.6 894.8 412.1 84.5 

SS-Health  274.7 253.4 69.6 58.0 

Private transfers (national) 2124.5 619.1 1315.2   

Private transfers (international) 2047.8 2614.8 5354.6   

Source: Own calculations based on the 2004 ENCOVI and administrative data. 
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5.35 Coverage, absolute and relative incidence: almost everyone is a beneficiary of at least 
one SA program but transfer unit values by program are relatively low. Table 5.4 presents 
coverage figures. Overall, and consistently with the evidence for the LAC region, coverage is 
higher for SA than SI programs in the DR.34 Coverage rates are higher for poor quintiles as 
compared to richer quintiles for PAE and TAE. Gas subsidy coverage prior to the 
implementation of the Plan Apache favored richer quintiles. For other programs, such as 
Comedores Económicos, PROMESE, INESPRE and electricity subsidies for poor neighborhoods 
coverage by income quintiles is relatively flat up to the fourth quintile and declines in the fifth 
quintile (poorest 20 percent of households).35 Overall SA coverage is extremely high across 
quintiles while the pattern urban vs. rural slightly favors urban areas. As expected, overall 
coverage for SI programs is higher for richer quintiles and urban residents. This is not surprising 
given that participation in most SI programs is associated with formal employment. Overall SI 
coverage is among the lowest in the LAC region.36 The pattern of international remittances 
strongly favors richer quintiles and urban areas. The coverage distribution of private national 
transfers tends to favor the four poorest quintiles and rural areas.  

 
 

                                                           
34 See Lindert, Skoufias and Shapiro (2005). 
35 The Program of electricity subsidies for poor neighborhoods (PRA) was created in 2001 (see Annex 5.1). Its cost 
to the Government has been in the range of US$5-15 million per month. In the medium-term a re-targeting of 
subsidies and review of the PRA will take place to address the issue of financial sustainability and effectiveness. 
Additionally, the generalized subsidy, which covers roughly 90 percent of the population, averaged about US$10 
million/month in the first half of 2004. See World Bank (2005).    
36 Lindert, Skoufias and Shapiro (2005) report Guatemala (3 percent) and Mexico (4 percent) among the countries 
with the lowest pension coverage.  

Table 5.4: Coverage (%) 

By Income Quintile Urban/Rural   
  

Total
Q1 Q2 Q3 Q4 Q5 U R

Total private transfers  0.413 0.323 0.381 0.425 0.460 0.476 0.416 0.408
All Social Assistance 0.962 0.947 0.961 0.971 0.972 0.960 0.981 0.929
All Social Insurance 0.077 0.040 0.069 0.081 0.091 0.106 0.089 0.056
Social Assistance        
TAE 0.041 0.078 0.053 0.040 0.025 0.010 0.019 0.082
PAE 0.320 0.502 0.424 0.341 0.222 0.110 0.266 0.416
PROMESE 0.511 0.541 0.553 0.556 0.513 0.394 0.523 0.490
Gas Subsidy 0.872 0.737 0.862 0.916 0.921 0.926 0.944 0.746
Comedores Económicos 0.019 0.022 0.017 0.017 0.020 0.021 0.020 0.018
Direct food donations 0.022 0.028 0.027 0.018 0.020 0.019 0.020 0.026
INESPRE/ Popular markets 0.376 0.388 0.404 0.417 0.368 0.305 0.400 0.334
Electricity subsidies poor neighborhoods 0.144 0.143 0.140 0.165 0.156 0.114 0.148 0.136
Social Insurance       
Pensions  0.052 0.022 0.042 0.049 0.062 0.087 0.063 0.034
SS-Health  0.031 0.019 0.032 0.037 0.041 0.027 0.034 0.026
Private transfers (national) 0.242 0.259 0.241 0.253 0.260 0.195 0.220 0.281
Private transfers (international) 0.233 0.098 0.184 0.229 0.289 0.364 0.262 0.181
Note: Coverage: (Number of individuals in the group who live in a household where at least one 
member receives the transfer)/(Number of individuals in the group) e.g., 0.3 means 30 percent.  
Source: Own calculations based on the 2004 ENCOVI. 
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5.36 Absolute incidence figures (Table 5.5) show who gets what share of the program’s total 
budget. In 2004, among SA programs, TAE and PAE transferred the highest percentage of total 
program resources to individuals in the poorest 40 percent of families, while LPG gas subsidies 
transferred the highest percentage of the overall budget (57.6 percent) to the richest 40 percent of 
households and to urban areas (75.2 percent). Still, TAE and PAE distributed 21.5 percent and 
20.6 percent of their total budget, respectively, to the richest 40 percent of the population. 
Therefore, there seems to be a margin for improving TAE targeting, for example by using 
geographical targeting tools such as the poverty map  When the five SA programs in question are 
considered jointly, 50.2 percent of total budget resources accrue to the richest 40 percent of the 
population and 69.9 percent to urban areas. Among SI programs, retirement pensions transferred 
over 94 percent of total budget to the richest three quintiles of the population, and jointly the two 
SI programs in question were more regressive than the five SA programs. Private transfers, 
especially international remittances, reinforce the regressive pattern across quintiles and the 
urban bias observed for publicly-subsidized transfers.  

 

5.37 Coady-Grosh-Hoddinot (CGH) index: are the poor getting more than they would get if 
transfers were distributed by “helicopter drop”? This measure is related to absolute incidence 
and is defined as the proportion of total transfers accounted for by a specific population group 
divided by that group’s population share (Table 5.6). Given each program’s total budget, the 
CGH index provides an estimate of how much more (or less) a certain population group actually 
receives under the program’s targeting scheme than under a scheme that would transfer the same 
budget according to the share of each group over the total population (neutral targeting). A CGH 
index value greater than one indicates progressive targeting, and a value less than one indicates a 
regressive outcome, with unity denoting neutral targeting.  

5.38 TAE transferred 74.4 (47.8) percent more to the poorest two (four) deciles than under a 
uniform targeting scheme. The same figure for PAE is 59.4 (46.3) percent. These values are 
above the median value (1.4) for the CGH targeting accuracy index for “typical” SA programs in 
a sample of LAC countries.37 Instead, the distributions of PROMESE, INESPRE and especially 
of gas subsidy resources are extremely regressive, even compared to other SA programs in LAC. 
For PROMESE, INESPRE and gas subsidies, a random selection of beneficiaries (“helicopter 
drop” allocation) would have benefited the poor more than what the scheme in place did. 

5.39 Relative incidence analysis represents a measurement of the relative importance of 
transfers as a share of each quintile’s income. Relative incidence therefore depends on the unit 
value of the transfers received, the transfer coverage and the levels of post-transfer incomes for 
each quintile. Table 5.5 shows that, overall, SA transfers (and especially PAE and gas subsidies) 
are progressive in relative terms, representing a higher share of income for the poorest quintiles. 
Household private national transfers follow the same pattern, while international remittances are, 
in relative terms, strongly regressive. 

                                                           
37 See Lindert, Skoufias and Shapiro (2005). 
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Table 5.5: Incidence Analysis (%) 

By Income Quintile Urban/Rural  
  

Total 
Q1 Q2 Q3 Q4 Q5 U R 

ABSOLUTE INCIDENCE    
All private transfers  1.000 0.019 0.041 0.064 0.122 0.754 0.764 0.236
All Social Assistance 1.000 0.141 0.170 0.196 0.218 0.276 0.696 0.304
All Social Insurance 1.000 0.027 0.059 0.107 0.193 0.614 0.822 0.178
Social Assistance     
TAE 1.000 0.349 0.242 0.194 0.149 0.066 0.284 0.716
PAE 1.000 0.319 0.266 0.209 0.136 0.070 0.519 0.481
PROMESE 1.000 0.169 0.192 0.213 0.224 0.203 0.659 0.341
Gas Subsidy 1.000 0.091 0.143 0.190 0.237 0.339 0.752 0.248
INESPRE/Popular markets 1.000 0.167 0.192 0.215 0.213 0.212 0.683 0.317
Social Insurance     
Pensions 1.000 0.019 0.044 0.091 0.178 0.668 0.840 0.160
SS-Health 1.000 0.073 0.148 0.200 0.281 0.299 0.716 0.284
Private transfers (national) 1.000 0.069 0.108 0.142 0.224 0.456 0.687 0.313
Private transfers (international) 1.000 0.007 0.024 0.044 0.097 0.828 0.783 0.217
RELATIVE INCIDENCE      
All private transfers 0.144 0.075 0.079 0.079 0.095 0.186 0.150 0.128
All Social Assistance 0.021 0.079 0.047 0.035 0.024 0.010 0.020 0.024
All Social Insurance 0.010 0.008 0.008 0.010 0.011 0.011 0.012 0.007
Social Assistance      
TAE 0.000 0.004 0.002 0.001 0.000 0.000 0.000 0.001
PAE 0.003 0.026 0.011 0.005 0.002 0.000 0.002 0.006
PROMESE 0.000 0.001 0.001 0.001 0.000 0.000 0.000 0.000
Gas Subsidy 0.014 0.035 0.027 0.023 0.018 0.008 0.015 0.013
INESPRE/Popular markets 0.002 0.008 0.004 0.003 0.002 0.001 0.002 0.002
Social Insurance      
Pensions 0.009 0.005 0.005 0.007 0.009 0.010 0.010 0.005
SS-Health  0.002 0.003 0.003 0.003 0.002 0.001 0.001 0.002
Private transfers (national) 0.028 0.053 0.041 0.035 0.034 0.022 0.027 0.033
Private transfers (international) 0.116 0.022 0.037 0.044 0.061 0.163 0.124 0.094
Note: Absolute Incidence: (Total aggregated transfer amount received by all individuals in the 
group)/(Total aggregated transfer amount received by all individuals in the population).  
Relative Incidence: (Total transfer amount received by all individuals in the group)/(Total 
income of individuals in the group).  
Source: Own calculations based on the 2004 ENCOVI. 
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Table 5.6: CGH Targeting Accuracy Index 

 Bottom %
 10% 20% 30% 40% 

All Social Assistance 0.686 0.704 0.740 0.776
Social Assistance    
TAE 2.015 1.744 1.615 1.478
PAE 1.732 1.594 1.522 1.463
PROMESE 0.809 0.844 0.885 0.902
Gas Subsidy 0.397 0.456 0.522 0.587
INESPRE/Popular markets 0.777 0.836 0.871 0.898
Note: The CGH index: (Percent of total transfer amount received by the 
group)/(Share of total national population represented by the group). 
Larger numbers indicate that a program is more progressive.  
Source: Own calculations based on the 2004 ENCOVI. 

 

 

Table 5.7: Poverty and Inequality Impact 

  Poverty Indicators Inequality Indicators 
  FGT0 FGT1 FGT2 Gini GE(-1) GE(0) GE(1) GE(2) 
Initial situation 0.408 0.163 0.089 0.536 1.065 0.519 0.657 2.961
Eliminating all private transfers 0.462 0.199 0.114 0.524 1.201 0.505 0.589 2.217
Eliminating all SA 0.427 0.178 0.100 0.545 1.290 0.541 0.678 3.081
Eliminating all SI 0.413 0.166 0.091 0.537 1.061 0.520 0.658 2.976
Social Assistance      
Eliminating TAE 0.408 0.164 0.089 0.537 1.071 0.521 0.658 2.964
Eliminating PAE  0.412 0.167 0.092 0.539 1.120 0.527 0.662 2.981
Eliminating PROMESE 0.409 0.164 0.089 0.537 0.970 0.519 0.658 2.963
Eliminating Gas Subsidy 0.420 0.171 0.094 0.541 1.889 0.532 0.669 3.040
Eliminating INESPRE/Popular markets 0.409 0.165 0.090 0.537 1.019 0.521 0.659 2.971
Social Insurance      
Eliminating Pensions 0.411 0.165 0.090 0.536 1.060 0.518 0.657 2.967
Eliminating SS-Health 0.409 0.164 0.089 0.537 1.066 0.521 0.659 2.970
Eliminating private transfers (national) 0.428 0.179 0.101 0.545 1.290 0.544 0.680 3.125
Eliminating private transfers (internat.) 0.439 0.181 0.100 0.515 0.991 0.479 0.567 2.089

Note: The income aggregate used to compute the poverty and inequality measures includes all transfers.  
Source: Own calculations based on the 2004 ENCOVI. 

 
5.40 Impact on poverty and inequality measures. Next, we look at the estimated impact of 
publicly-subsidized transfers and private international transfers on poverty and inequality 
measures.38 We start from an initial situation in which 40.8 percent of individuals are income 
poor and the income Gini inequality is 0.536 (Chapter 1). Table 5.7 shows that, despite the 
coverage of the SA programs in question, when programs are considered individually their 
poverty and inequality impact is insignificant, except for gas subsidies, whose elimination 
triggers an increase of 3 percent in poverty incidence. When considered jointly, the five SA 
programs in question decrease poverty headcounts by 1.9 percentage points, depth and severity 
                                                           
38 The approach adopted does not take into consideration possible behavioral responses (for example households 
changing their labor market participation with and without transfers). 
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of poverty by 8.8 and 12.6 percent respectively and decrease income inequality as measured by 
the Gini index from 0.545 to 0.536. On the other end, international transfers reduce poverty 
headcounts by a much greater amount (3.2 percentage points) but they also increase income Gini 
substantially from 0.515 to 0.536. National transfers also have a big impact (2.0 percentage 
points) on the poverty headcount, depth and severity of poverty. 

5.41 Distributional characteristic index (DCI): how effective are SA programs in getting 
benefits to the poorest individuals? Table 5.8 presents the distributional characteristics of the 
programs in question based on a parameterization of a model developed for taxation by Atkinson 
and Stiglitz (1980).39 Underlying the objective of subsidies and targeted transfers must be the 
view that extra income to low income (poor) households is more socially valuable than extra 
income to high income (non-poor) households. If this is the case, then we could assume that 
given the initial per capita income (welfare), an individual’s welfare weight in an hypothetical  
“social welfare function” should be heavier the greater is the gap between her initial per capita 
income (welfare) and a reference income (welfare) level (in our case the poverty line). We could 
also assume that greater social “aversion to inequality” is associated with higher welfare weights 
for those individuals whose income (welfare) lays below the reference level, and with smaller 
welfare weights for those individuals whose income (welfare) is above the reference level. If 
there is no aversion to inequality all individuals have the same welfare weight, greater inequality 
aversion is associated with higher values of epsilon (Table 5.8). 

5.42 Table 5.8 shows three different sets of results. The first set refers to the distributional 
characteristic index (DCI) of each program and can be interpreted as the marginal social value of 
a unit of budget resources transferred to an individual through the program in question. It 
basically measures how effective a given program is at getting the transfer budget to the neediest 
individuals. This measure is independent of the size of the budget, i.e., scaling up or down the 
benefits and budget of the program will not change its distributional characteristics. Programs in 
which those receiving relatively high share of the budget have higher welfare weights (i.e., are 
relatively needy) will obviously have relatively high welfare impacts, i.e., better distributional 
characteristics.  

5.43 For each program, the distributional characteristic measure can be decomposed into the 
sum of its targeting efficiency and redistributive efficiency. For a given program “A” and a 
group of identified beneficiaries, the targeting efficiency measure give the social welfare impact 
of an equivalent  program which transfers the same budget of program “A” to the same group of 
beneficiaries (according to the program eligibility rules) but in equal amounts.  The redistributive 
efficiency measure can be interpreted as the adjustment that needs to be made to allow for 
differentiation of the transfers across individuals. If the redistributive efficiency is positive it 
means that the differentiation of transfers across individuals makes the overall distributional 
characteristics of a given program more progressive (typically if the size of the transfer depends 
on the size of the household, through demographic targeting). If redistributive efficiency is 
negative the opposite is true, i.e., the differentiation of transfers across individuals makes the 
overall distributional characteristics of a given program more regressive. 

                                                           
39 See Coady and Skoufias (2004) for details on the model. 



 175 

5.44 Table 5.8 shows that TAE and PAE are more effective than PROMESE, LPG gas 
subsidies and INESPRE/Popular markets at redistributing income. The DCI increases as epsilon 
increases. This increase is greater for TAE and PAE than for the other three programs, which 
means that TAE and PAE reach poor households more effectively than they reach the moderately 
poor. The absolute value of the targeting efficiency index exceeds the value of the redistributive 
efficiency index. Additionally redistributive efficiency is negative for all programs but PAE, 
given that PAE benefits are the only ones explicitly dependent on the size of the household 
(number of children ages 5-14 enrolled in school).40 The worst performer in terms of DCI is, 
once again, the LPG gas subsidy program.  
 

Table 5.8: Distributional Characteristic Index (DCI) 

  Epsilon
  0.5 1 1.5 2 
DISTRIBUTIONAL CHARACTERISTIC     
All Social Assistance 0.883 0.961 1.258 1.927 
TAE 1.203 1.673 2.647 4.650 
PAE 1.170 1.576 2.411 4.114 
PROMESE 0.950 1.084 1.465 2.298 
LPG Gas subsidy 0.801 0.787 0.931 1.309 
INESPRE/Popular markets 0.942 1.067 1.428 2.214 
Targeting Efficiency     
All Social Assistance 0.978 1.157 1.618 2.603 
TAE 1.249 1.791 2.900 5.184 
PAE 1.163 1.554 2.358 3.989 
PROMESE 1.016 1.223 1.720 2.769 
LPG Gas subsidy 0.942 1.065 1.417 2.177 
INESPRE/Popular markets 1.005 1.197 1.662 2.640 
Redistributive Efficiency     
All Social Assistance -0.094 -0.196 -0.360 -0.676
TAE -0.046 -0.117 -0.253 -0.534
PAE 0.007 0.022 0.054 0.126 
PROMESE -0.066 -0.139 -0.255 -0.471
LPG Gas subsidy -0.141 -0.278 -0.486 -0.868

INESPRE/Popular markets -0.063 -0.130 -0.234 -0.426 
Note: Greater distributional characteristic numbers indicate greater distributional power. Distributional power is increased 
when a greater proportion of transfer recipients are poor (targeting efficiency), and when the monthly value of transfers 
that poor people receive exceeds the monthly value of transfers that wealthy people receive (redistributive efficiency). 
Source: Own calculations based on the 2004 ENCOVI. 

 
 
 
 
 
 

                                                           
40 Although this analysis, given data restrictions, does not take into consideration that PROMESE and 
INESPRE/popular markets benefits might actually depend on the size of the household.   
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SIMULATION OF THE DISTRIBUTIONAL OUTCOMES OF COMER ES PRIMERO, ILAE AND THE 

NEW REGIME OF LPG GAS SUBSIDIES  

• Conditional Cash Transfer (CCT) programs such as Comer es Primero and ILAE, if 
properly targeted and implemented, could be much more progressive in absolute terms than 
existing SA programs  (i.e., they would redistribute a much bigger share of the budget to the 
poorest segment of the population) and could generate greater welfare gains.   

• Given the present tight fiscal situation, the expansion of CCT should not be carried out 
without consolidating and eliminating other SA programs with similar objectives on the one 
hand, and on the other end, without re-allocating part of the saving from such consolidation 
to strengthen quality and coverage of basic services in health and education for the poorest 
segments of the population.  

• A reform of the LPG gas subsidy oriented to put a cap of RD$250 to the monthly 
transfers accruing to households consuming gas and to exclude from the subsidy the richest 
households (ICV-IV) according to SIUBEN, would increase the share of the program’s total 
budget going to the poor and generate important fiscal savings (49 percent of the original 
budget). However, given the pattern of households’ LPG gas consumption, the (income) 
poorest 40 percent of households would still be better off if the gas subsidy budget were to 
be randomly distributed.  

5.45 In this section we examine the redistributive potential of Comer es Primero and ILAE, 
two CCT programs recently launched by the Government, and of the proposed changes in the 
rules of operation of the LPG gas subsidy.  This analysis is carried out through micro-simulations 
using the ENCOVI household-level data, the programs’ rules of operation and the Government’s 
coverage targets. The analysis takes into consideration only first round effects, i.e., it does not 
attempt to model (beneficiary and non-beneficiary) households’ behavioral responses to the 
introduction of new transfer schemes.  

5.46 Technical assistance provided as part of the Social Crisis Response Adjustment Loan 
(SCRAL) by the World Bank strengthened the institutional capacities of two conditional cash 
transfer (CCT) programs mentioned above: ILAE and Comer es Primero. As mentioned above, 
the ILAE substituted in 2004 the “Tarjeta de Asistencia Escolar” (TAE) initiated in 2001. The 
TAE expanded to 100,000 mothers in early 2003, with very weak targeting, payment, 
verification and evaluation systems, raising concerns that mothers were being selected based on 
political allegiances and checks were being lost and/or misappropriated, with little ability to 
assess if poor children’s’ attendance was being positively affected.  Under the SCRAL, the 
program developed a comprehensive operational manual for the TAE which created the 
conditions to improve procedures for beneficiary selection (through the updated National 
Poverty Map and new per household targeting mechanisms), payments, attendance verification 
and evaluation.  By July 2004 the Ministry of Education had began to apply these new targeting 
criteria to their database of 100,000 beneficiaries. In September 2004 the TAE was renamed into 
ILAE. The operational manual for ILAE was then revised to integrate the SIUBEN targeting 
instrument and to include payments per child attending school (rather than per household). 
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5.47 In November 2004 the Government began its second CCT program, Comer es Primero, 
designed to support child health and nutrition.  Comer es Primero also uses the SIUBEN to 
select beneficiary households. The operational manual for Comer es Primero was developed 
under the SCRAL and cross-linked to the manual for ILAE, so that beneficiary targeting, 
payments, conditionality verification, and impact evaluation are consistent.   

5.48 According to the rules of operation of Comer es Primero, all households classified as 
ECV-I (extremely poor) by the SIUBEN are eligible to receive a monthly transfer of RD$550 in 
2005. The estimated universe of eligible households is 148,646. The monthly budget required to 
achieve this coverage is RD$81.7 million (approximately US$2.8 million).41 ILAE is also meant 
to benefit ICV-I households (e.g., the poorest households according to the SIUBEN-ICV) with 
children between 5 and 15 enrolled in basic education. Rules require ILAE households to be 
enrolled in Comer es Primero. The Government’s target for 2005 is to benefit 80,000 households 
with ILAE. In the simulation, we assume that all eligible children in selected households enroll 
in school and therefore receive the school grant. Beneficiary households would receive RD$300 
monthly for up to two children enrolled in school and RD$150 for each additional eligible child. 
Given that the size of the transfer a household receives by the ILAE depends on household 
demographic structure, the cost of covering 80,000 households would vary depending on the 
selected targeting strategy. Approximately RD$30 million (US$1.03 million) are needed monthly 
to achieve the ILAE target.42 We report the results of two different scenarios of expansion for 
Comer es Primero and the joint Comer es Primero-ILAE program and assess their distributional 
outcomes:43   

(i) SIUBEN extreme poverty map/geographical targeting and ICV PMT (selection based on 
incidence). The program expands first to municipalities with the highest incidence of 
extreme poverty according to the SIUBEN poverty map, and in these municipalities only 
households categorized as ICV-I are incorporated. 

                                                           
41 US$1 = RD$29.06 (BCRD official average exchange rate for the period January – March 2005). 
42 US$1 = RD$29.06 (BCRD official average exchange rate for the period January – March 2005). 
43 We also simulate five other scenarios: (c) Income extreme poverty gap map/geographical targeting and income 
PMT (selection based on incidence), where the program expands first to municipalities with the highest extreme 
poverty gap according to the income poverty map, and, in these municipalities, only households categorized as 
extremely poor by the income PMT are incorporated; (d) SIUBEN extreme poverty map geographical targeting and 
ICV PMT (selection based on number of extremely poor households), where the program expands first to 
municipalities with the highest number of extreme poverty households according to the SIUBEN poverty map, and 
in these municipalities only households categorized as ICV-I are incorporated; (e) Income extreme poverty map 
geographical targeting and income PMT (selection based on number of extremely poor households), where the 
program expands first to municipalities with the highest number of extreme poor households according to the 
income poverty map, and in these municipalities only households categorized as extremely poor by income-PMT are 
incorporated; (f) SIUBEN extreme poverty map/geographical targeting only (selection based on incidence), where 
the program expands first to municipalities with the highest incidence of extreme poverty according to the SIUBEN 
poverty map and in these municipalities all households are incorporated; (g) Income extreme poverty 
map/geographical targeting only (selection based on incidence), where the program expands first to municipalities 
with the highest incidence of extreme poverty households according to the income poverty map, and in these 
municipalities all households are incorporated. The distributional outcomes of scenario (c) are basically the same of 
scenario (a) and the outcomes of both are superior to any other scenario. Results for coverage, absolute incidence 
and relative incidence are available in Annex 5.4. 
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(ii) Income extreme poverty map/geographical targeting and income PMT (selection based 
on incidence). The program expands first to municipalities with the highest incidence of 
extreme poverty according to the income poverty map, and in these municipalities, only 
households categorized as extremely poor by the income PMT are incorporated.   

5.49 Additionally, we simulate the distributional outcome of the Government’s proposal to 
modify the gas subsidy regime.  Under the Plan Apache implemented since August 2004, LPG 
gas is sold at subsidized prices only if buyers purchase it in tanks of 22.5 gallons or less. Under 
the Government’s new proposal households would receive a maximum monthly allowance of 
RD$250 to purchase LPG gas at a subsidized price. In the simulation, we assume that eligible 
households are those classified as ICV-I, ICV-II and ICV–III according to the SIUBEN. We 
keep constant the pattern of household gas consumption estimated in the previous section.  

5.50 In terms of coverage of both Comer es Primero and Comer es Primero-ILAE, option (b) 
ensures the highest percentage of individuals benefiting from the transfers in the lower quintiles 
of the per capita income distribution (Table 5.9). Option (b) also clearly maximizes the share of 
total program resources going to the poorest 40 percent of families of the per capita income 
distribution. Both options have the potential to deliver a bigger portion of the program budget to 
the neediest households than any other SA program presented in Table 5.5, including PAE and 
TAE.  The CGH index (Table 5.10) confirms that the CCT schemes have the potential to be 
much more progressive than the TAE and the PAE, especially under scenario (b) and when 
Comer es Primero and ILAE are operated jointly.  

5.51 Table 5.9 shows that the proposed reform for the LPG gas subsidy would reduce its 
overall coverage, making the coverage across quintiles more progressive and it would eliminate 
the urban bias. The reform would also reduce the regressivity of the subsidy in absolute terms, 
i.e., poorer households would receive a much greater share of the whole budget. Still, as the 
CGH index shows, because of gas consumption patterns, the poorest 40 percent of the population 
would still be better off if the gas subsidy budget were to be distributed randomly. 

5.52 Given the initial budget allocation, the impact of Comer es Primero and ILAE on 
measures of extreme poverty and inequality is still relatively small. In the best case scenario, 
extreme poverty falls by 0.5 percentage points. To put this result into perspective, we should 
observe that only the LPG gas subsidy, among the programs analyzed in the previous section, 
produced a greater impact on poverty headcounts (1.2 percentage point increase). This impact 
was nonetheless achieved with a budget six times bigger than the one allocated to Comer es 
Primero and ILAE in this exercise. Table 5.11 also shows that the “reformed” LPG gas subsidy 
increases the poverty headcount by just 0.6 percentage points, which represents 50 percent of the 
1.2 percentage point increase obtained with the pre-Apache Plan regime of gas subsidies (e.g. 
before the subsidy was targeted to those consumers purchasing LPG gas in containers of 22.5 
gallons or less). This result is however obtained with the half of the original budget. Our 
simulations also show that, assuming perfect targeting, in order to cut poverty headcount by 5 
percentage points by means of a flat transfer like Comer es Primero, more than US$15 million 
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would be needed monthly. To cut poverty by half from 42 to 21 percent, approximately US$65 
million would be needed monthly.44 

Table 5.9: Coverage, Absolute and Relative Incidence 

By Income Quintile By Area 
Program/Targeting strategy Total

Q1 Q2 Q3 Q4 Q5 Urban Rural 

COVERAGE             
Comer es Primero + ILAE    
Targeting option (a) 0.060 0.160 0.072 0.036 0.026 0.009 0.030 0.115
Targeting option (b)  0.084 0.233 0.098 0.054 0.025 0.009 0.055 0.136
Comer es Primero       
Targeting option (a) 0.060 0.160 0.072 0.036 0.026 0.009 0.030 0.115
Targeting option (b)  0.084 0.233 0.098 0.054 0.025 0.009 0.055 0.136
Gas subsidy reform 0.766 0.725 0.834 0.860 0.808 0.602 0.794 0.716 
ABSOLUTE INCIDENCE       
Comer es Primero + ILAE    
Targeting option (a) 1.000 0.449 0.232 0.145 0.123 0.050 0.338 0.662
Targeting option (b)  1.000 0.536 0.241 0.137 0.062 0.023 0.403 0.597
Comer es Primero       
Targeting option (a) 1.000 0.398 0.230 0.162 0.146 0.064 0.343 0.657
Targeting option (b) 1.000 0.515 0.247 0.144 0.069 0.025 0.408 0.592
Gas subsidy reform 1.000 0.123 0.183 0.223 0.245 0.225 0.695 0.305
RELATIVE INCIDENCE       
Comer es Primero + ILAE    
Targeting option (a) 0.002 0.030 0.008 0.003 0.002 0.000 0.001 0.006
Targeting option (b)  0.002 0.037 0.008 0.003 0.001 0.000 0.001 0.006
Comer es Primero    
Targeting option (a)  0.002 0.020 0.006 0.003 0.001 0.000 0.001 0.004
Targeting option (b) 0.002 0.026 0.006 0.002 0.001 0.000 0.001 0.004

Gas subsidy reform 0.007 0.023 0.017 0.014 0.009 0.003 0.007 0.008 
Note: Poverty map at the municipality level. Coverage: (Number of individuals in the group 
who live in a household where at least one member receives the transfer)/(Number of 
individuals in the group). Absolute Incidence: (Total aggregated transfer amount received 
by all individuals in the group)/(Total aggregated transfer amount received by all individuals 
in the population). Relative Incidence: (Total transfer amount received by the individuals in 
the group)/(Total income for the individuals in the group).  
Source: Own calculations based on the 2004 ENCOVI.  

5.53 In terms of distributional characteristics, one peso spent in the two scenarios of expansion 
of Comer es Primero and ILAE would potentially have a much greater welfare impact than one 
peso spent in PAE or the TAE. Additionally, the fact that ILAE transfers are dependent on the 
number of children enrolled in school mitigates the negative redistributive efficiency 
characteristics of Comer es Primero, although a cap to the total number of children enrolled in 
ILAE should be considered. Table 5.12 also shows that the welfare impact of one peso is greater 
if that peso were spent under the “reformed” LPG gas subsidy regime rather than under the pre-
Apache plan regime. The greater is the degree of aversion to inequality, the higher is the 
difference between the estimated welfare impacts of the two regimes. 

 

                                                           
44 US$1 = RD$29.06 (BCRD official average exchange rate for the period January – March 2005). 
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Table 5.10: CGH Targeting Accuracy Index 

Bottom % Program/Targeting strategy 
  10% 20% 30% 40%
Comer es Primero + ILAE    
Targeting option (a) 2.608 2.247 1.929 1.704
Targeting option (b)  3.191 2.682 2.235 1.943
Comer es Primero       
Targeting option (a) 2.235 1.989 1.728 1.570
Targeting option (b) 2.979 2.574 2.175 1.905

Gas subsidy reform  0.542 0.615 0.691 0.766 

Note: Greater distributional characteristic numbers indicate greater distributional power. Distributional power 
is increased when a greater proportion of transfer recipients are poor (targeting efficiency), and when the 
monthly value of transfers that poor people receive exceeds the monthly value of transfers that wealthy people 
receive (redistributive efficiency). 
Source: Own calculations based on the 2004 ENCOVI. 

 

Table 5.11: Extreme Poverty and Inequality Impact 

  

Extreme poverty Inequality 
Program/Targeting strategy 

FGT0 FGT1 FGT2 Gini GE(-1) GE(0) GE(1) GE(2) 

Initial situation 0.148 0.051 0.026 0.541 1.369 0.531 0.670 3.050 

Adding Comer es Primero + ILAE                 

Targeting option (a) 0.143 0.048 0.024 0.539 1.297 0.523 0.666 3.034 

Targeting option (b) 0.143 0.047 0.023 0.539 1.261 0.521 0.665 3.034 

Adding Comer es Primero                 

Targeting option (a) 0.145 0.049 0.025 0.540 1.311 0.525 0.667 3.038 

Targeting option (b) 0.144 0.048 0.024 0.539 1.278 0.523 0.667 3.038 

  Poverty Inequality 

  FGT0 FGT1 FGT2 Gini GE(-1) GE(0) GE(1) GE(2) 

Initial situation 0.415 0.167 0.092 0.538 1.018 0.524 0.663 3.0085234

Eliminating LPG gas subsidies 0.421 0.172 0.095 0.541 1.359 0.528 0.670 3.050 
Note: For the simulation of Comer es Primero and ILAE, the income aggregate used to measure FGT and 
inequality indicators in the “initial situation” (FGT0) is the income aggregate used for the poverty profile 
net of the estimated TAE benefits given that ILAE would substitute the TAE.  For the LPG gas subsidy 
reform, the “initial situation” FGT and inequality measures were calculated using the same income 
aggregate of the poverty profile adding the estimated benefit of the “reformed” LPG gas subsidy. 
Source: Own calculations based on the 2004 ENCOVI.  
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Table 5.12: Distributional Characteristic  

Epsilon Program/Targeting strategy 
0.5 1.0 1.5 2.0 

DISTRIBUTIONAL CHARACTERISTIC       
Comer es Primero + ILAE    
Targeting option (a) 0.934 1.016 1.250 1.690
Targeting option (b)  1.010 1.158 1.473 2.033
Comer es Primero       
Targeting option (a) 0.888 0.924 1.100 1.453
Targeting option (b)  0.987 1.104 1.373 1.860
Gas subsidy reform 0.898 0.957 1.203 1.768
TARGETING EFFICIENCY       
Comer es Primero + ILAE    
Targeting option (a) 0.999 1.135 1.436 1.973
Targeting option (b)  1.019 1.172 1.492 2.056
Comer es Primero    
Targeting option (a) 0.999 1.135 1.436 1.973
Targeting option (b)  1.019 1.172 1.492 2.056
Gas subsidy reform 0.997 1.172 1.605 2.525
REDISTRIBUTIVE EFFICIENCY       
Comer es Primero + ILAE    
Targeting option (a) -0.064 -0.120 -0.187 -0.283
Targeting option (b)  -0.009 -0.015 -0.019 -0.023
Comer es Primero    
Targeting option (a) -0.111 -0.211 -0.336 -0.519
Targeting option (b)  -0.032 -0.068 -0.119 -0.196
Gas subsidy reform -0.099 -0.214 -0.402 -0.758

Note: Greater distributional characteristic numbers indicate greater distributional power. 
Distributional power is increased when a greater proportion of transfer recipients are poor 
(targeting efficiency), and when the monthly value of transfers that poor people receive exceeds 
the monthly value of transfers that wealthy people receive (redistributive efficiency). Targeting 
efficiency outcomes of Comer es Primero and Comer es Primero + ILAE are the same.  

Source: Own calculations based on the ENCOVI. 

 

5.54 The evidence therefore points to the fact that potentially important welfare gains could be 
incurred by improving the targeting of existing SA programs45. CCT programs could provide a 
vehicle to achieve these gains. It should nevertheless be noticed that in countries where CCT 
programs have been successful in increasing household investment in health, education and 
nutrition of their children, considerable supply-side investments also took place.46 Generally 
speaking, although CCT beneficiaries are identified and selected through a PMT, it is desirable 
for all households residing in geographical areas where a CCT program is implemented to 
benefit from improvements in the quantity and quality of basic services.  Given the present tight 
fiscal situation, the expansion of CCT interventions should include consolidating and eliminating 
transfer and subsidy programs with similar objectives and, re-allocating part of the resulting 

                                                           
45 In those countries were estimations of the financial costs of targeting were carried out, these costs turned to be 
widely outweighed by the gains coming from the reduction of leakages of resources to non eligible individuals or 
households.  It would be useful for the Dominican Government to carry out similar estimations through the National 
Planning Office or the Economic Analysis Unit .      
46 For example, in the case of a low-income country such as Nicaragua and a middle-income country such as 
Mexico.  See Levy and Rodriguez (2005). 
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fiscal savings to strengthen coverage and, at the same time, quality of basic services in health and 
education (where investment as percentage of GDP is one of the lowest in LAC), among others, 
for the poorest segments of the population.47 Moreover, from the very early stages of a CCT 
program design, it is important to assess the fiscal implications of different scenarios in terms of 
duration of households’ minimum eligibility period. On the one hand it is advisable to consider 
“graduation” or exit rules. On the other hand, one should be bear in mind, for example, that 
closing education gaps requires efforts to be sustained for a long period48.   
 

5.55 Moreover, it is recommended that some of the design features adopted by Comer es 
Primero, for example the obligation of the household to use earmarked transfers to purchase only 
a specific list of food items in a handful of authorized shops, be reviewed. Not only a scheme 
such as this might be prone to corrupt practices, it also prevents households from investing part 
of the transfers they receive in productive activities. Recent evidence suggests that transfers 
might help alleviating households’ liquidity constraints for productive investments, which in turn 
raise long term living standards through increased consumption, therefore reducing long term 
welfare dependency.49 Moreover, to be able to link short-term poverty alleviation with medium 
term poverty reduction objectives it is recommended that the implementation of CCT programs 
be based on well-developed M&E system of beneficiary households’ compliance with the 
established eligibility conditioning. Finally, it is recommended to support the development of a 
CCT program with periodic external and independent impact evaluations, which should help 
improving the design and effectiveness of the interventions during their execution.   
 

                                                           
47 Investment at the sector level could be targeted geographically by combining the poverty map information with 
the geographical distribution of some sector-specific indicators. See Chapter 2 and 4.  
48 Se Berhman, J., S.Parker and P. Todd (2004) on the medium-term impacts on education of the Oportunidades 
program in Mexico.  
49 See Gertler, Martinez and Rubio (2005) on Oportunidades, the Mexican CCT program. 
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6. DISTRIBUTIONAL IMPACT OF VAT TAX REFORM 

The signing of the Central America Free Trade Agreement (CAFTA) require the 
Dominican Republic to find ways of filling the revenue gap ensuing from trade 
liberalization. One way to fill this gap would be through inflation; however the 
experience of the 2002-2004 crisis has shown the devastating effects that inflation has for 
the poor. While, as noted in Chapter 5, there is significant room to rationalize public 
expenditures the multiple demands for social investments imply that it is also necessary 
to find ways of addressing this fiscal gap by raising revenues. There are several tax areas 
in which the country performs below regional standards where improvements are 
certainly possible. Indeed in the 1990s and early 2000, the share of all possible sources 
of revenues was below Central America’s average except for international trade taxes. 
The need to strengthen the fiscal administration and develop modern monitoring and 
auditing systems is also pointed out by several analyses of the Dominican fiscal system in 
the past few years. The recent reform in October 2004 partially address some of the 
issues. Among other measures, the reform increased the tax rate of the Value Added Tax 
(VAT) system (Impuesto a la Transferencia de Bienes Industrializados, ITBIS). However 
it provided no changes to the thin tax base of the ITBIS. After a brief review of the 
existing structure of the tax system, this Chapter focuses on an in-depth analysis of the 
distributional and revenue implications of possible reform scenarios of the ITBIS system, 
in particular alternative ways of increasing the set of goods and services subject to the 
this tax. The Chapter concludes that there is significant room to improve the overall 
progressivity of the ITBIS while also raising revenues. 

 

A BRIEF REVIEW OF THE TAX SYSTEM 

• Tax revenues as a percentage of GDP are low; the share of indirect taxes in total 
revenues is high. 

• Ways to include incomes of self-employed and workers of the informal sector, together 
with interest income, in the base of the personal income tax should be studied.  

• Property tax revenues are extremely low and a reduction of the threshold to allow for a 
wider base should be considered. 

6.1 The Dominican Republic  has been characterized by low levels of the tax revenue to 
GDP ratio and the share of revenues from international trade remains large1. While the ratio 
of tax revenues to GDP increased in the 1990s from 13 to 16%, in the period 2000-2003 it 
remained below the regional average and half the value in OECD countries (Figure 6.1). This 
leaves the government with limited resources to address poverty and other social challenges. 
Moreover, without changes in the structure of the current tax system the country is likely to face 
a significant revenue downfall, as the process of trade liberalization is bound to significantly 
reduce revenues from international trade. 

                                                 
1 World Bank (2004) Public Expenditure Review. 
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6.2 It in interesting to analyze the structure and evolution of the tax system in the DR in the 
international context. In the first half of the 1990s and early 2000, the share of international trade 
taxes in total tax revenues in the DR was the highest not only in the LAC region but also around 
the world (Table 6.1). In 2000 the DR was still not showing the marked changes in the tax 
structure that were occurring in countries in Central America and had already take place in the 
rest of LAC.  

6.3 Indeed, the percentage of total tax 
revenues coming from international trade 
taxes remained stable since 1990-1994 at 
46.4 percent, whereas the average in 
Central America decreased from 24 to 16 
percent and in the rest of LAC  from 10 to 7 
percent. The average in OECD countries 
was substantially lower and stable, around 
1 percent. It is important to notice that by 
2003 the share of these taxes in the DR was 
drastically reduced to around 21 percent, 
but this is still fairly high even by regional 
standards. The counterpart to the high share 
of international trade taxes has been the low 
share represented by taxation of goods and 
services, which in 2000 remained at 27.3 
percent compared to 48.7 percent in Central 
America and 50.4 percent in the rest of 
LAC. The share of revenues coming from 
income, profits and capital gains, which 
represented 19.6 percent in 2000, has been 
similar to the average in Central America but it is low compared to the rest of LAC, 36.4 percent, 
and OECD countries, 36.5 percent.   

Figure 6.1: Total Tax Revenues (%GDP) 
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Table 6.1: Tax Structure as Percentage of Total Tax Revenue: International 
Comparisons 

1990-1994 Circa 2000 1990-1994 Circa 2000 1990-1994 Circa 2000 1990-1994 Circa 2000 1990-1994 Circa 2000

Central America* 19.20 21.04 39.48 48.71 2.03 0.86 24.14 15.94 19.53 21.02

DR 19.10 19.57 28.90 27.28 0.70 1.10 46.37 46.38 4.60 4.43

Costa Rica 11.00 14.48 35.80 44.41 0.70 0.30 20.47 5.43 32.50 35.36

El Salvador 22.70 24.16 52.00 48.81 5.80 0.64 19.00 8.07 … 18.02

Guatemala 22.80 24.59 48.50 62.49 1.30 … 22.70 12.05 … …

Nicaragua 13.67 14.07 47.10 60.55 1.40 -0.14 20.56 7.75 11.90 17.75

Panama 25.94 29.35 24.60 … 2.30 2.39 15.71 … 29.10 29.57

Rest of LAC* 33.31 36.26 41.15 50.39 4.26 4.07 10.00 7.31 20.16 16.21

Argentina 5.80 18.67 30.82 46.70 5.55 1.53 9.89 5.36 46.20 25.66

Bolivia 7.26 9.94 56.49 61.16 11.92 9.51 10.06 7.14 12.40 12.00

Brazil 21.95 24.44 28.17 25.59 0.02 … 2.62 3.50 47.48 41.09

Chile 20.71 22.90 54.30 57.19 … … 12.26 7.63 8.70 8.02

Colombia 43.61 39.89 41.46 45.91 … 5.48 13.94 8.55 0.00 0.00

Mexico 37.42 38.11 57.40 69.40 0.00 … 7.78 4.53 16.61 11.70

Paraguay 15.05 17.87 40.40 59.44 11.67 0.04 21.92 18.22 1.24 0.00

Peru 11.48 24.82 55.51 62.42 7.68 0.05 12.53 11.59 11.70 9.48

Uruguay 7.10 16.90 34.99 38.47 5.57 6.58 7.23 3.14 31.51 32.69

Venezuela, RB 69.51 40.26 11.98 37.62 0.14 9.34 11.72 10.77 5.60 5.28

OECD* 33.53 36.51 33.03 33.19 2.94 2.85 1.51 1.01 29.38 28.58

Australia 71.68 72.81 22.77 21.95 0.43 0.00 3.91 2.78 1.32 …

Austria 21.58 26.98 27.06 26.01 2.14 0.12 1.53 0.02 46.88 46.66

Belgium 35.16 37.47 25.40 25.71 2.80 0.02 … 36.71 33.58

Denmark 44.84 40.25 46.41 51.10 2.89 2.25 0.07 … 5.53 5.58

Finland 33.13 33.59 50.30 50.57 3.50 … 0.99 … 12.29 11.94

Italy 37.64 38.81 29.71 26.04 1.35 1.75 0.01 0.01 29.97 32.41

Norway 20.75 24.49 46.48 45.13 1.47 1.31 0.74 0.61 30.83 28.45

Portugal 27.59 29.64 39.61 29.64 0.53 … 0.73 0.01 28.45 27.51

Spain 33.58 … 23.71 0.00 0.40 … 0.71 … 41.59 …

Sweden 11.54 15.51 38.29 30.53 4.44 5.12 0.86 0.07 45.79 48.62

Switzerland 16.06 17.66 22.59 27.00 3.46 3.09 2.39 1.10 55.88 50.95

United Kingdom 40.44 41.82 32.97 32.67 7.60 7.60 … … 18.72 17.92

United States 55.34 61.28 4.09 3.85 1.15 1.55 2.79 1.09 37.77 32.77

East Asia* 42.12 48.20 31.20 34.67 4.14 2.40 10.16 13.52 9.29 4.58

Japan 45.78 … 16.80 0.00 4.76 0.00 1.41 … 30.21 …

Korea, Rep. 36.32 … 38.50 0.00 2.38 0.00 8.96 7.39 5.33 10.84

Philippines 33.16 44.31 31.37 30.45 11.52 6.18 0.00 … … …

Singapore 44.77 50.18 27.88 31.19 3.59 0.68 3.05 2.47 … …

Thailand 29.72 33.84 45.11 48.71 0.00 0.00 20.50 12.54 0.66 3.89

Indonesia 60.22 64.47 30.37 30.00 2.17 0.34 6.23 2.75 … 2.10

Malaysia 44.86 … 28.39 33.00 0.42 0.00 20.79 15.43 0.95 1.50

Income, Profits and 

Capital Gains (1)
Goods and Services Property  

International Trade 

Taxes
Payroll & SS

 
Notes: * unweighted regional averages.  
(1) Corporate and individual; (2) tax revenues/GDP data for CO, EC & GUA is from CEPAL 
(2000); HO from CEPAL (1999); (3) tax revenue/GDP data for OECD is from 1998, for KO and 
MA from 1997; and (4) figures in italics indicate data from 1998.  

Source: Government Finance Statistics 2004 Yearbook (IMF); and World Bank and OECD GDP 
estimates. 
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6.4 Income Tax. Central government 
income tax revenues represented only about 
1 percent of GDP in 2003. The last reform in 
late 2004 has increased the level of 
exemption, with the new and old income 
brackets shown in Table 6.2. Only 
individuals in the richest quintiles (that is the 
richest 20 percent of the population in the 
survey) are subject to the personal income 
tax, as even for this category the minimum 
level of annual per capita income of 
RD$75,909 is lower that the threshold of 
RD$240,000 (Table 6.3). Indeed, the 
estimation using household survey data from 
the 2004 Living Standard Measurement 
Survey (Encuesta Nacional de Condiciones 
de Vida, ENCOVI) shows that under the 
current tax rate scheme only 3.5 percent of 
individuals are subject to the income tax, 
while under the previous scheme 4.8 percent 
did. 

6.5 Interest income received from 
financial institutions, savings and loan 
associations is currently exempted. This 
certainly contributes to explaining the low 
yield of this tax and indicates that the 
threshold may be set too high and that there 
is room for increasing revenues by reducing it. However, it is interesting to point out that the 
exemption level relative to per capita GDP though lower than the average in Central America, is 
higher than in the rest of LAC (Figure 6.2). The flat rate for corporations is 25%. 

6.6 Income tax is the best instrument the government has to obtain a fair distribution of the 
tax burden across income deciles. A progressive individual income tax structure with few 
exemptions and deductions is a crucial element in an efficient and equitable tax system. However 
in the Dominican Republic, as in most other countries in Latin America and the Caribbean, the 
design and performance of this tax is very unsatisfactory. The DR faces two key challenges to 
increasing income tax collections: to find ways to incorporate the self-employed (40 percent of 
paid employment) and to include interest payments to the income tax base. The high degree of 
informality in the labor market and tax evasion reduce drastically the base for this tax. The tax is 
levied mainly from taxpayers of middle income: public and private employees who cannot evade 
the tax due to the way in which they are paid. In terms of interest income, adding it to the tax 
base for the income tax can be an effective tool to increase the progressivity of the tax, since 
richer individuals are those who are more likely to receive this type of income. The importance 
of this tax goes beyond the direct increase in revenues. Indeed, it could also increase the 
efficiency of indirect taxation as taxpayers would be forced to require receipts in order to deduct 
expenses. Putting in place mechanisms that are incentive compatible could help in this endeavor. 

Table 6.2: Income Tax Schedule Reform in 2004 

Rate schedule until September 2004
up to RD$ 197,470 exempt

RD$ 197,470.01 - RD$ 329,118 15 percent

RD$ 329,118.01 - RD$ 493,676 20 percent

RD$ 493,676.01 and above 25 percent

Rate schedule from October 2004
hasta RD$ 240,000 exempt

RD$ 240,000.01 - RD$ 360.000 15 percent

RD$ 360,000.01 - RD$ 500,000 20 percent

RD$ 500,000.01 and above 25 percent  
Source: Dirección General de Impuestos (DGII). 
 

Table 6.3: Distribution of Annual Per Capita 
Income by Quintiles 

1 11,240 0 17,394

(4177)

2 22,814 17,398 28,494

(3162)

3 35,794 28,504 44,019

(4555)

4 57,224 44,026 75,902

(9042)

5 183,295 75,909 9,586,510

(312960)

Min MaxQuintile Mean

 
Note: Standard errors in parentheses. 
Source: Own calculations based on the 2004 ENCOVI. 
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Besides the need for a tightening in monitoring and tax enforcement, it is important to develop a 
system of incentives for individual tax payers to file taxes. For example, adding interest 
payments on savings while allowing for a deduction of interests payments on loans or mortgages 
might constitute an incentive for the self-employed to do so. 

6.7 VAT (ITBIS). The DR 
has a VAT system that is 
characterized by a wide range 
of exemptions on goods and 
services. This so called tax on 
the transfer of industrialized 
goods and services (ITBIS) is 
applied to the value added on 
sales of goods and services at 
all stages of production and 
distribution, excluding capital 
goods. Despite a recent 
increase in yields, the DR is 
still at the lower end of the 
distribution both in terms of 
revenues from this source 
relative to GDP and in terms 
of the share of total revenues 
coming from ITBIS (Figures 
6.3 and 6.4). Indeed, the share of revenues from ITBIS for the DR of 25 percent is much lower 
than in other countries in LAC, whose average is 35 percent.  

6.8 The ITBIS rate in the DR was increased a first time in 2001 from 8% to 12%, and again 
in 2004 to 16%. This rate is higher that the rates in Central America and only one percentage 
point lower than the average rate in the rest of LAC and OECD countries (Figure 6.5). This 
suggests that there is little scope in using the ITBIS rate to increase revenues, but since the 
productivity of the tax is the lowest in the region (Figure 6.6), there is room for improvement 
through expansion of the base and better enforcement. The widening of the tax base requires 
addressing the current system of multiple exemptions. This is all the more relevant and needed in 
a country in which 15 percent of national income comes from international remittances a source 
of income highly difficult to tax directly and which as, shown in Chapter 2, largely goes to the 
better off. 

Figure 6.2: Income Exemption Level as % of Per Capita GDP 
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6.9 Trade taxes. Though their share has declined steadily in the last few years, import duties 
and the foreign exchange rate commission (comision cambiaria)2 have contributed with 
RD$28,180 million, equivalent to 3.7 percent of GDP to tax revenues in 2004. According to the 
Central Bank of the DR, in 2003 non-oil imports amounted to US$3,863.9 million. Of these, 
between 40 and 50 percent were coming from the United States. Almost 70 percent of tariff 
revenues are paid by final consumption goods subject to a tariff rate of 20%. In 2003 total 
revenues from trade taxes, excluding the foreign exchange commission, amounted to 2.1 percent 
of GDP. This heavy reliance on import taxes will need to be addressed in view of the changes in 
trade environment, i.e. CAFTA (see below). 

6.10 Foreign exchange commission. Revenues from the foreign exchange commission have 
increased considerably in 2004. They went from 0.8 percent of GDP in 2001 to 1.6 percent in 
2004. However, there is pressure from WTO resolution to phase out this tax in the short to 
medium term.  

                                                 
2 The foreign exchange commission is a 13% across the board para-tariff applied to all imports. 

Figure 6.3: VAT Revenues Against log Per 
Capita GDP, 2003 

Figure 6.4: VAT Revenues as % Total Revenues, 
2004 
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6.11 Property taxes. These taxes 
contribute very little to total 
revenues. In 2003 they amounted 
to 0.2 percent of GDP. The IVSS 
(Impuesto sobre las Viviendas 
Suntuarias y los Solares no 
edificados) is a residential property 
tax that was only applied to 
residential properties up to October 
2004, when it was extended to 
include commercial, industrial and 
professional buildings. The tax rate 
is 1% of the value exceeding a threshold of RD$5,000,000. 

6.12 With data from the 2004 ENCOVI it is possible to estimate the revenue potential of the 
property tax on residential properties. The survey includes one question on the value of the house 
for homeowners: what would be the price at which the owner could expect to sell the house. 
Table 6.4 shows the distribution of the value of property obtained from the declared values. The 
shortcoming of these data is the fact that they do not capture the properties of the very rich, who 
are not included in the survey and are those likely to be paying the tax. As it is common in 
household surveys, the richest among the rich are not well represented. 

6.13 For those who do not own 
the house, the value of the house is 
estimated by using the effective 
and imputed rent, under the 
assumption that the yearly rent 
represents the payment on a 30 year 
loan, and the interest rate per 
period of 5.39 percent (obtained 
from the Central Bank). The results 
are shown in table 6.5. The mean 
value of the property for the first 
two quintiles is very similar to that 
obtained from the values of the house claimed by the respondents. However the estimation does 
not fare as well for the last two quintiles, in which the mean value is half the one declared by the 
owners. If the cause of this difference is not due to an actual difference in the value of the 
houses, then there is an underestimation of the value of the houses in which households rent. 

Table 6.4: Distribution of Property Values According to 
Households’ Estimation (RD$) 

1 151,123          80,000          500               10,000,000        234,956

2 243,636          100,000         500              5,000,000        239,192

3 499,711          200,000         1,000            21,000,000        246,682

4 607,078          300,000         1,000            30,000,000        233,278

5 1,294,271       600,000         700              50,000,000        224,915

Max N
Quintile income 

per capita
Mean Median Min

 

Source: Own calculations based on the 2004 ENCOVI. 

Table 6.5: Distribution of Property Values (Own 
Calculations 5.37% Interest, 30 Years) (RD$) 

1 177,126          141,235         8,827            3,530,883         461,878

2 235,328          176,544         8,827            3,707,427         461,711

3 309,065          211,853         8,827            2,648,162         461,872

4 377,640          264,816         17,654          2,648,162         461,756

5 622,085          467,284        17,301          6,179,045        461,682

Quintile income 

per capita
Mean Median Min Max N

Source: Own calculations based on the 2004 ENCOVI. 
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6.14 The distribution of the reported 
and computed values can be seen in 
Figure 6.7. The vertical line represents 
the threshold of RD$5,000,000 (in 
logarithm). We can see that very few 
residential properties are subject to the 
tax. The threshold was raised by 
RD$2,000,000 in October 2004 because 
of the increase in property value due to 
the devaluation. However, now with the 
appreciation, the threshold should be 
lowered as it is very likely that there are 
properties that could have been taxes but 
now lie below the threshold. 
Unfortunately, this implies that the 
survey data does not allow us to conduct 
relevant policy simulations to examine 
the revenue yield potential of this tax.  

6.15 However, this also raises the issue that the exemption level might be set too high. The 
estimation shows that the base of the tax is very thin and hence there is potential for 
improvement. If the DR were able to increase the share of revenues from property tax to the 
average in the LAC region (4 percent of total revenues) it could raise about RD$4,500 million, 
equivalent to about 0.6 percent of GDP or a threefold increase with respect to the level in 2003. 

6.16 Over the last year various proposals have been made to reform the DR tax system. While 
these proposals cover several areas and highlight the potential to broaden the tax base, most of 
them have in common a modification of the existing exemptions system of the ITBIS, in 
particular its expansion of the tax base and increase in the tax rate (see box 6.1). As part of this 
poverty assessment, the Government asked the World Bank to review the distributional impact of 
various ITBIS reform proposals on the poor on the basis of the survey information available. The 
results of this analysis would provide policy-makers with valuable information for selecting 
future reforms that maximize revenue mobilization while minimizing the impact on the poor. 
These issues will be addressed in depth later in this Chapter. 

Figure 6.7: Distribution Density for Property Value 
and Threshold Level 
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Box 6.1: Recent Reform Proposals 

In the last year and a half there has been an ongoing debate over fiscal reform in the DR. Several good and 
comprehensive studies have addressed the main weakness and possibilities for reform. In the following it is 
possible to find the main recommendations of these works. 

Cury, Jenkins and Kuo proposal (CJK) (2004):   

• Income tax: for individuals impose 15% tax rate on gross earnings of professionals; raise the tax rates of 
0.75 to 1.25 on receipts for small businesses; impose a rate on interests earned from deposit-taking 
institutions; strengthen tax administration. For corporate:  adjust income up by the rate of inflation times the 
amount of net financial debt held by corporation while allowing for the full deduction of interest expenses 
and depreciation of assets with inflation adjustment. 

• ITBIS: expansion of tax base, keeping exemption for basic grocery, petroleum products, essential medical 
drugs, electricity , deposit-taking and other financial services, and some social services.  

• Excise on imported goods: lower all import tariffs on excisable goods to 10%; adjust excise tax rates 
excisable goods with the exception of vehicles to keep retail prices unchanged; impose a flat excise tax of 
20% on vehicles on top of the general 10% import duty.  

• Excise on domestically produced excisable goods: adjust excise tax rates as the same as the above proposed 
rates for imported goods; impose a 10% on the telecommunication service; levy a 19% on airline tickets 
and the insurance premiums, but exempting both under the ITBIS.  

Artana proposal (2004):  

• ITBIS: as CJK plus increase in tax rate to 16%. 

• Subsidy to gas and electricity: spend a third of the subsidy in targeted programs.  

• Excise: increase tax on gas; include tobacco and alcohol excise tax on base of ITBIS; increase excise tax on 
tobacco and alcohol of 25%; tax of 10% on telecom, insurance and hotels.  

CIECA-Centro Montalvo (2004): 

• Income tax: include interests earned as part of taxable income; include firms and individuals living in Free 
Trade Zones. 

• Tax on property: expand the base and improve administration.  

• ITBIS: increase rate keeping same base. 

• Excise taxes: Increase by 100 % rate on alcohol and tobacco; tax of 10% on airplane tickets and telecoms; 
uniform tax on car of 20% 

Fundacion Economia y Desarrollo (2004): 

• Income tax: 10% flat rate for individual and corporate, 2.5% minimum income on corporate. 

• Tax on property: 1.5% on all first houses and on businesses (exemption to US$ 75,000), for second houses 
2% without exemption;  

• Excise tax: RD$35 for 20 cigarettes box; RD$15 for bottle beer 650cc; RD$30 for bottle of rum of 700cc; 
increase 100% tax on other alcoholic beverages. 

• ITBIS: increase rate to 16% and set 8% rate for essential goods 
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6.17 Countries in Central America face similar challenges to the DR. Indeed they have high 
levels of public debt and need to address the issue of financing public expenditure. In most 
countries the importance of import tariffs to international trade has been replaced by the adoption 
of a VAT tax. The share of this tax on total revenues could be higher in most countries were it 
not for the large set of exemptions granted to goods and services. Indeed, the last decade has 
seen indirect taxes playing an increasingly important role, whereas income tax and tax on wealth 
have not changed much. Most countries have implemented fiscal reforms, which have addressed 
the need to increase revenues and the challenges of the trade agreements (Box 6.2) 

 

EXPECTED REVENUE IMPACT OF CAFTA 

6.18 The entering into effect of the US-DR-CAFTA in the DR would reduce tax revenues in at 
least three ways. First, the tariff reduction program for imports from signatory countries included 
in the agreement would reduce revenues. Although tariff reductions increase imports and tariff 
revenues through the price and demand effects, they also reduce tariff revenues. The net effect 
depends on the price-demand elasticities. However, in the longer term, the full reduction of tariff 
to 0% implies eliminating tariff revenues. Second, preferential tariffs granted to signatory 
members create trade diversion which means a reduction of high-tariff imports from non-US-
DR-CAFTA trading partners and an increase of low-tariff imports from signatory countries. This 
unambiguously reduces tariff revenues. Third, tariff reductions erode the tax base of domestic 
taxes to imports because it reduces the pre-custom value of merchandises. This is the case of the 
value-added tax (ITBIS) and the Selective Consumption Tax (ISC, for its acronym in the DR). 

6.19 In addition to tariff dismantling, it is very likely that the Exchange Rate Commission 
(EC) will be eliminated, in spite of the fact that this tax was not negotiated under the US-DR-
CAFTA. The government has committed under the IMF Stand-by agreement, to eliminate the 
EC, and a WTO panel has called the EC to be inconsistent with the DR’s commitments before 

Box 6.2:   Reform Experiences in Central America 

Costa Rica. The tax reform is waiting for the approval. It includes an expansion of the VAT base that would 
include services and have a smaller set of exempted goods. The income tax would also change with the 
introduction of a global concept of income. 

El Salvador. A series of measures to fight tax evasion and elusion have been approved. These are directed to 
strengthening the control mechanisms and compliance (like access to bank account of individuals who are 
investigated). The excise taxes on alcoholic beverages and cigarettes were increased. 

Guatemala. Besides the strengthening of the fiscal authority, the reform requires changes in the business income 
tax and the introduction of excise taxes on alcoholic drinks. 

Honduras. The 2002/2003 reform included the expansion of the VAT base, and the inclusion of airline tickets 
in the taxable base; an excise tax to new imported vehicles and for the use of public roadways; expansion of the 
income tax base; measures to increase the efficiency of the administration and to simplify the tax system.  

Nicaragua. The 2003 reform expands the income tax base and increases the rate for corporations. It created the 
VAT which replaces the goods and services tax. The zero rated status is limited to exports whereas domestic 
goods previously zero rated are now exempt or included. The reform included also measures to improve the 
efficiency of the collection system at the border. 
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the organization. In addition, 
the local business community 
is strongly demanding the 
elimination of the EC.  

6.20 The reduction and 
elimination of the EC have 
similar effects on tax 
revenues to those of tariff 
reductions, including direct 
revenue losses resulting from 
the reduction and elimination 
of the tax rate, and the erosion 
of the tax base of domestic 
taxes on imports. 

6.21 In the DR, revenues 
from taxes on imports amount 
to 3.7% of GDP, of which 
2.1% are from tariffs and the 
rest from the EC. The tariff 
structure is progressive, with 
lower tariffs (0% and 3%) 
applied to raw materials, 
intermediate products and 
capital goods, intermediate 
tariffs (8% and 14%) to 
intermediate inputs locally 
produced, and 20% to final 
goods. A few agricultural 
products are subject to 25% and 40% tariffs. Almost 70% of tariff revenues are paid by final 
consumption goods subject to a tariff rate of 20%  

6.22 Between 40% and 50% of all non-oil national imports of the DR come from the United 
States. Compared to imports from the rest of the world, those from the United States are 
moderately concentrated on capital goods and intermediate products (as opposed to final goods) 
which are subject to lower tariffs. As a result, the average tariff paid by products originated in 
the US is lower than that paid by imports from other trading partners.  

6.23 The US-DR-CAFTA includes a tariff reduction program where goods are grouped in ten 
baskets. Each basket has a specific tariff reduction schedule, most of them linear. Almost 50% of 
all 2003 imports from the US were set to be fully liberalized during the first year of the 
agreement (basket A) and more than 25% were already free of tariffs (basket G). The rest of 
imports were distributed in baskets whose tariff reduction schedules are set to end in 5, 10, 12 
and 15 years. In 2003, imports in basket A explained 38.8% of total tariff revenues.  

 Methodology and data 
 

The assessment of revenue losses was made using a partial equilibrium analysis 
based on trade creation and trade diversion estimations. Trade creation (TC) is 
the increase in trade flows as a result of tariff reductions. Its intensity depends 
on the price elasticities, the supply elasticity, and the intensity of trade 
liberalization (i.e. the magnitude of the tariff reduction).  
 

TC = M*εM*d(τ)/(1+ τ)*(1- εM/εX) 
 

where M is imports, εM is the price elasticity, εX is the supply elasticity, and τ is 
the tariff. Trade diversion (TD) is the change of origin of imports from the non-
members of the trade agreement to members of the agreement as a result of the 
preferential tariff treatment.  Its magnitude depends on the degree of 
substitutability among similar goods from different origins, which is measured 
by the price substitution elasticity.  
 

TD = M*d(P1/P2)/(P1/P2)*εS, 
 

where Pi is the price of imports, including the tariff (τ),  εS is the substitution 
elasticity between imported goods 1 & 2, and the rest is known. 
 

Partial equilibrium analyses have the advantage of its simplicity and the fact that 
estimations can be made at a high level of disaggregation, clear disadvantages 
are associated with their inability to evaluate the impact of liberalization of trade 
of inputs on trade of final goods or vice versa, second and third round effects, 
and impacts on trade of goods with no trade before liberalization. 
 

Elasticity data was obtained from the SMART simulation database, which 
provides price elasticities at 6 digits (subheadings) of the Harmonized System 
(HS), assumes an across the board substitution elasticity of 1.5, and assumes a 
supply elasticity of 99 (infinite). Trade and tax revenue data was available from 
the DR Customs Service database at 8-digit of the HS. It was assumed that 
elasticities at 6 digits of the HS (subheadings) were applicable to the 8 digits 
level (tariff lines). The estimation was made year-to-year, and was limited to 
national imports, i.e. excluding imports by export processing zones firms. 
 

Finally, products under quotas (either currently or under the US-DR-CAFTA 
temporary import regime) where excluded from the analysis. 
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6.24 Estimations from partial equilibrium analysis indicate that the trade creation effect (net 
increase in imports) would amount to US$340.8 million, which is equivalent to 8.9% of all 
imports.  During the first year of the entering into effect of the agreement, more than a third of 
the trade creation effect will take place. Trade diversion effects would amount to US$316.6 
millions.  The combined effect, which is equal to the overall increase in imports from the US, 
would be US$657.4 million. Most of the trade effect would be explained by goods currently 
subject to the highest tariff rate, in particular, vehicles and consumption goods, but also some 
intermediate products subject to 8% and 14% tariff rates, used by the manufacturing sector. 

6.25 Figure 6.8 presents the estimated tax revenue losses that would result from the US-DR-
CAFTA tariff schedule dismantling. This is equivalent to 0.4% of GDP during the first year of 
the entering into effect of the agreement and the accumulated effect over 15 years is 1.0% of 
GDP. Import tariff revenues would drop from 2.1% of GDP to 1.1%, and overall average tariff 
would drop from 7.9% before the agreement to 7.1% during the first year, and would gradually 
be reduced until it reaches 4.2% in year 15. The average tariff to imports from the US would 
drop from 6.9% before the agreement to 4.1% during the first year and to 0.0% in year 15. Tariff 
revenues from imports from the US would drop from 0.8% of GDP before the agreement to 0.5% 
during its first year, and would gradually disappear over the period of tariff reductions. 

6.26 For obvious reasons, goods 
subject to a 20% tariff rate explain 
the overwhelming majority of the 
revenue losses. In addition, goods 
in basket A (immediate full 
liberalization) explain 95.4% of 
the losses for the first year, and 
38.6% of total losses over the 15 
years period. Finally, 30.1% of  
tariff revenue losses would be 
accounted for by consumption 
goods, either durable, semi-durable 
and non-durable, 21.4% by 
transportation equipment, 
passenger vehicles in particular, 
and approximately 20.4.% by 
industrial inputs.  Food and beverages, in particular those processed which are either ready for 
final consumption or for the use of industries, would explain 16.2% of the losses and tariff 
reductions for capital goods would account for 9.0% of them. 

6.27 With respect to the Exchange Commission (EC), under a scenario of a 3-year linear 
reduction, fiscal losses would amount to 0.8% of GDP during the first year, 0.83% during the 
second year and 0.86% during the third year. Accumulated losses would amount to 2.66% of 
GDP, of which 29.7% would benefit imports of inputs for the industrial sector, and 15.4% 
consumption goods. 

6.28 Tax revenues from ITBIS and ISC would also be affected; 61.4% of all imports are 
subject to ITBIS and 2.2% to ISC. In the case of ITBIS, the erosion of its base resulting from 

Figure 6.8: Revenue Losses by Sources  
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tariff reductions would entail revenues losses equivalent to 0.1% of GDP during the first year of 
the entering into effect of the US-DR-CAFTA, and to 0.26% between year 1 and year 15 of the 
agreement. In the case of the ISC, estimated losses would be 0.003% of GDP during the first 
year, and 0.025% over the period of 15 years. 

6.29 The combined fiscal losses (including tariff revenue losses, losses of revenues from the 
EC, and those resulting from the erosion of the tax base of ITBIS and ISC) would amount to 
1.3% of GDP during the first year, and 3.9% by year 15. Nonetheless, this combined effect does 
not include the simultaneous effect of the tariff reduction and the reduction and elimination of 
the EC rate, or the effect of the reduction of the EC rate on the erosion of the tax base of ITBIS 
and the ISC. 

STRUCTURE OF THE ITBIS 

• The VAT system in the DR (ITBIS) has a long list of goods and services exempted from 
payment of the tax.  

• These exemptions, though often intended to target consumption of poorest households, 
imply significant transfers of fiscal resources for the richest households. 

6.30 The structure of income and consumption for different groups in the population shows 
how in the DR there is an important role to be played by taxation of consumption. Indeed one 
can see from Figures 6.9a-6.9d that overseas remittances are a substantial source of income for 
the rich, as they represent 18 percent of total income for the richest 20 percent of the population. 
This source of income is very difficult to tax directly, and hence taxes on consumption can be a 
good alternative. Coupled with the existing low productivity of the ITBIS tax, this is one of the 
reasons for the importance of a good understanding of the revenue potential and distributional 
impact of reforming the existing system of the ITBIS. In the latter case there is an additional 
issue of choosing between exemption or putting zero rates on certain goods (Box 6.3). The 
debate on the benefits and costs of taxing income or consumption is one that dates back many 
decades. The main difference between an income-based and a consumption-based system is 
whether or not the normal return to saving is subject to tax. Generally an income-based tax 
favors current consumption, whereas a consumption tax base is more neutral as regards the 
saving decision of individuals (Masui and Nakazato, 1999). Some argue in favor of an income 
based tax on equity grounds, since a consumption tax implicitly exempts savings that are mainly 
done by the richest parts of the population. Those who favor a consumption tax stress the 
increase in economic efficiency that derives from exclusion of normal returns to savings. In the 
case of the DR the issue is further complicated by sources of income not easily taxable. 
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6.31 Expenditure on exempted goods represents a high share of consumption for 
households in all quintiles. Figure 6.10 shows the comparison of the estimated share of 
expenditures on exempted goods in three reports that analyze some aspect of the ITBIS. The 
Artana report (2004) and the Isa-Morales (2004) study are both based on data from the 1998 
Income and Expenditure Survey (Encuesta Nacional de Gastos e Ingresos de los Hogares, 
ENGIH), whereas the estimates of the present study are obtained from ENCOVI 2004, but the 
results are consistent. 

 

Box 6.3: Key Feature of the VAT, Exemptions and Zero-Rating 
 
The value-added tax is a broad-based tax levied at all stages of production, with taxes paid on inputs credited 
against taxes collected on output; hence the name. There are two ways in which goods and services may be non 
taxable in the VAT chain. “Zero-rating” refers to a situation in which the rate of tax applies to sales is zero, though 
credit is still given for taxes paid on inputs. In this case, the firm will be due a full refund of taxes paid on inputs. 
“Exemption” is different to zero-rating in that sales are also applies a tax rate of zero but taxes paid on inputs 
cannot be reclaimed. There is a consensus as to the benefits of exempting some particular sectors: education, health 
and financial services. However most countries exempt more than just items relating to these, with the intent to 
target the poor’s consumption, to promote the consumption of a certain good or service, to simplify the 
administrative and compliance costs (in the case for example of small traders). Exemptions break the VAT chain. 
If they happen prior to final sale, the consequence is a loss of revenue since value added at this final stage escapes 
tax. The exemption from VAT is not equivalent to completely eliminating the tax burden, since it only exempts the 
added value of the stage in which the good is exempted. Indeed this is the only way in which it is possible to 
completely eliminate the incidence of VAT in the final price of goods and services. However, the zero-rated good 
and services imply increases in costs of the tax administration, as it needs a complex system of refunds for the 
beneficiary sectors. In most countries exports are subject to a zero-rate tax for competitiveness, and the GATT 
allows for refunding of indirect taxes paid in the production of exported goods. With the exception of Ireland and 
United Kingdom which have systematically used the zero-rated system, most countries make more use of 
exemption or reduced rates in order to reduce the incidence of the VAT on the price of goods or services.  

Special treatment is granted to housing sector, food sector, public transportation and merit goods. Expenditure on 
housing represents a large part of the household’s budget; hence most countries apply a reduced rate to 
construction work on private housing. The food sector often receives some type of exemption or rate reduction due 
to equity concerns. While freight transportation is generally subject to VAT, most European countries also levy the 
tax on passenger transportation. Outside of Europe these services are exempt, with the exception of Chile and New 
Zealand. Some services are offered a favorable treatment, including public health and medical services, educational 
services, cultural activities and services from non-profit organizations, regardless of whether they are supplied by 
the public sector or not. 

Besides equity considerations or the desire to promote the consumption of a good or service, special treatment may 
be granted in order to facilitate the administration or to reduce the administrative costs that the VAT imposes on 
taxpayers. Indeed there are costs incurred from the authorities for administering the tax, and from taxpayers from 
complying with it. For these reasons, businesses below a certain size level do not have to register for the tax, 
because of the presumption that smaller traders are generally poorer and because monitoring costs per transaction 
are larger.  
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6.32 Data from the 2004 ENCOVI is used to analyze the structure of the ITBIS. These data 
contain household income and expenditures on different goods and services from which one can 
estimate the ITBIS paid by each household. Small entrepreneurs/establishments with gross sales 
lower than RD$2 million are exempted from filing ITBIS. Since information on the 
establishments in which individuals make their purchases is not available a coefficient of 0.7 for 
consumption made in rural areas or by the poor (first two quintiles) in urban areas is used 
(Jenkins and Kuo, 2004). This accounts for the fact that poor households or those living in rural 
areas are more likely to purchase from exempted establishments. Conclusions and qualitative 
results are consistent with those obtained without accounting for this adjustment. Total revenues 
from ITBIS thus calculated are RD$21,156 million, representing 2.7 percent of GDP, which as 
expected is lower than the total amount collected3, about 3.8 percent of GDP in 2003. 

                                                 
3 Estimating the tax base and hence revenues of the ITBIS with this household survey presents two main 
shortcomings: first, one can only account for households’ private consumption, but not for the expenditure of private 
enterprises, and the survey does not capture the richest among the rich, thus underestimating the revenue yields; 
second, one cannot account for tax evasion, thus overestimating the revenue yields. 

Figure 6.9a: How the Poorest 40% Earn their 
Income 

Figure 6.9b: How the Poorest 40% Spend it 
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Figure 6.9c: How the richest 20% earn their 
income 

Figure 6.9d: How the richest 20% spend it 
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6.33 In the DR 73 percent of the 
total consumption of the poorest 
households is spent on exempted 
goods and services, whereas for 
richest households these represent 55 
percent of total expenditures. This 
means that more than half of the 
expenditure of the richest households 
is made on goods and services from 
which the government does not 
collect any revenues. Indeed total 
expenditures on goods and services 
subject to ITBIS amount to about 
RD$216,254 million, while total 
expenditure on exempted goods and 
services is almost 50 percent higher 
at about RD$320,191 million.  

6.34 The exempt status of some goods is usually meant to target the poor’s consumption, and 
thus to reduce the regressive structure of the tax. However, it also implies large losses in 
revenues. Indeed, it is important to remember that while the proportion of the income that the 
rich spend, for example, on food may be relatively low, their expenditure on food may be very 
large (Ebrill et all, 2001). In fact, the richest households in the sample consume more than half of 
the total amount of exempted goods, thus implying that the ITBIS works as a regressive transfer, 
in a way subsidizing a large share of the consumption of the richest. From Figures 6.11a-6.11c 
one can see how more than half of total consumption of exempted goods is by the richest 20 
percent of the population. Hence if one thinks of exemptions as a form of subsidy for the poor 
the current system’s targeting performance is poor.  

 

 

Figure 6.10: Comparison Across Studies  of the Share of 
Expenditure on Exempted Goods by Quintile 
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Share of Consumption of Exempted Goods for all Quintiles 

Figure 6.11a: Total Consumption Figure 6.11b: Consumption of 
Exempted Goods 

Figure 6.11c: Consumption of 
Non-Exempted Goods 
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6.35 The analysis of the incidence of the ITBIS shows, nevertheless, some progressivity of 
the tax in the DR. Table 6.6 presents the ITBIS tax structure for the DR in 2004. The tax burden 
in the second column indicates who (the rich or poor) bears the bulk of the tax burden. In the 
current system about 1.9 percent of the burden of the ITBIS weighs on the poorest households, 
while 67.4 percent weighs on the richest. The fourth column indicates the tax pressure:4 each 
value in this column indicates the contribution of each group of households to the tax burden 

relative to its 
contribution to income, 
that is, the poor’s 
participation to total tax 
revenues is half their 
participation to total 
income. A system is 
considered progressive 
if the tax pressure 
increases with the 
standard of living. 

 

6.36 This is the case 
for the ITBIS in the 
DR, where the tax 
pressure on the 

wealthiest quintile is more than twice as large as the one on the lowest quintile. However, the 
effective tax rate, that is the total tax payment over total income, is very low: with a rate of 12%, 
the economy-wide effective tax rate is 4.3. This is largely due to the wide number of exemptions 
on goods and services. Also, in this analysis savings are not included as the data does not provide 
reliable information on this. Since the richest are those who save, it might be the case that the 
participation of the lowest (poorest) quintiles to income is lower. In this case the tax pressure 
presented in these tables could be overestimating the progressivity of the tax.  

REFORM SCENARIOS 

• Increases in the ITBIS rate do not have much potential for gains in terms of revenues, and 
might actually exacerbate tax evasion or elusion. 

• Expansion of the base, through elimination of exemptions, has potential to significantly 
increase revenues from this tax, and might simplify tax administration. 

• The cost of the reform could be reduced if part of the increase in revenues were 
channeled through public transfers programs to compensate the poor for the higher tax 
burden. 

                                                 
4 Tax pressure is the ratio between a specific quintile’s participation in the total tax burden and its share of income. 

Table 6.6: Structure of ITBIS with Rate at 12 percent (Before Reform 
of September 2004) 

1 1.9 3.6 0.53 2.21 436

2 4.4 7.4 0.60 2.48 996

3 9.3 11.6 0.81 3.36 2,120

4 17.0 18.4 0.92 3.85 3,858

5 67.4 59.1 1.14 4.75 15,306

Total 100 100 1 4.26 22,716

Quintile
Tax Burden  

(a)

Distribution of 

income  (b)

Tax pressure 

(a)/(b)

Effective tax 

rate

Tax payments 

RD$ (million)

 

Notes: Quintiles of per capita income. 
            Definitions: Tax burden is the percentage of a total tax paid by individuals 

in the category; tax pressure is the ratio of tax burden over income share 
represented by the category; and the effective tax rate is the ratio of total tax 
paid over total income. 

Source: Own calculations based on the 2004 ENCOVI. 
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6.37 Current Scenario - The reform undertaken at the end of 2004 has been a step toward 
increasing revenues. It provided for an increase in the rate from 12 to 16% but kept the base 
constant, hence the estimated increase in revenues is about RD$5,242 million, or 0.7 percent of 
GDP (at 2004 levels), and in the effective tax rate of about 1 percentage point. The tax pressure 
and burden remain unchanged (Table 6.7). This estimation however overestimates the possible 
increase in revenues. Indeed, there is no accounting for behavioral changes, i.e. for the reduction 
in expenditures that this price increase will induce. Also, increases in the tax rate might induce 
increases in evasion (the higher the rate, the higher the incentive not to pay the tax), and hence 
the increase in revenues may be lower than potential. Table 6.14 towards the end of the chapter 
presents the estimated increase in revenues accounting for different assumption on behavioral 
responses.  

6.38  A further increase in the tax rate without broadening the ITBIS base is likely to have a 
very small impact on revenues. An increase in the tax rate to 18 percent (notice that this is 
already a high rate for LAC, as shown in Figure 6.5 above), without accounting for behavioral 
changes, or changes in evasion, would leave the incidence of the tax unchanged and it would 
increase revenues by 0.4 percent of GDP. This is a very small amount, in particular if one thinks 
that it represents an upper bound for the change in revenues.  

6.39 Various products that are exempt are more concentrated among the wealthiest individuals 
of the income distribution. Table 6.8 presents the concentration index for all the goods included 
in the ENCOVI. This index is a measure of how concentrated the consumption of a good is 
among the wealthiest. Higher values indicate that the rich consume a lot of the good. This 
suggests that there might be room for increasing revenues by broadening the base. Depending on 
the goods and services that are excluded from the list of exemptions, the effect on the 40 percent 
poorest will be different. Four scenarios for ITBIS reform are evaluated below. These scenarios 
estimate the revenue potential deriving from taxation of private consumption only, as the data 
used does not allow for the inclusion of public or business consumption. 

 

Table 6.7:  Tax structure with Rate at 16 Percent (Current System) 

1 1.9 3.6 0.53 2.72 537

2 4.4 7.4 0.60 3.05 1,226

3 9.3 11.6 0.81 4.13 2,609

4 17.0 18.4 0.92 4.74 4,748

5 67.4 59.1 1.14 5.85 18,838

100 100 1 5.24 27,958

Tax Burden  

(a)

Distribution of 

income  (b)

Tax pressure 

(a)/(b)

Effective tax 

rate

Tax payment 

RD$ (million)
Quintile

 

Notes:  Quintiles of per capita income. 
Definitions: Tax burden is the percentage of a total tax paid by individuals in the category; tax pressure is the ratio 
of tax burden over income share represented by the category; and the effective tax rate is the ratio of total tax paid 
over total income. 
Source: Own calculations based on the 2004 ENCOVI. 
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Table 6.8: Concentration Index of Good’s Consumption and Exemption Status 

Food Non Food 

Concentration 

Index

Exempt 

Status

Rice -5.86 x

Yuca -5.18 x

Batata -4.04 x

Sugar -3.64 x

Habichuelas -3.32 x

Eggs -3.18 x

Coffee -3.14 x

Pasta -1.97 x

Oil -1.86 x

Tomato sauce -0.55 x

Plantain 0.51 x

Arenque 2.36 x

Fresh milk 3.14 x

Garlic 3.33 x

Aji grande 3.64 x

Bread 3.89 x

Poultry 4.83 x

Powdered milk 5.08 x

Guineo Maduro 5.08 x

Rhum 5.52 16

Oranges 5.55 x

Onion 5.64 x

Sardines 6.26 x

Potato 6.30 x

Cigarettes 7.36 16

Beef 7.56 x

Beer 7.93 16

Refrescos 8.26 16

Ice 8.47 16

Cod 8.49 x

Butter 8.57 x

Pork 9.37 x

Fruit juice 9.38 16

Meals outside home 9.79 16

Cereals 10.40 x

Embutidos 10.50 x

Other (groceries, fish, vegetables, fruit) 10.76 x

Cheese 14.81 x

Other (meat, oil, sweets, dairy, alcohol) 16.00 16  

Concentration 

Index

Exempt 

Status

Detergent 8.21 16

Diapers 8.24 x

Toothpaste 9.42 x

Transportation 10.76 x

Laundry 10.83 16

Health 12.10 x

Wax, insecticides 12.61 x

Publications 13.49 16

Housekeeping 13.60 16

CD 13.85 16

Intes desrizado 14.69 x

Lottery 15.11 16

Beauty salon 15.65 x

Mail, fax 16.92 16

Pet food and care 17.56 16

Magazines 17.57 x

Culture 17.75 16

Education 20.20 x

Theater, movies 20.24 16

Gasoline 21.20 x

Electricity, water 21.70 x

Make-up, perfumes 30.60 x

Phone, cable, internet 41.90 16

 

 

 

 

 

 

Note:  Concentration index (CI) is a measure of the 
degree to which a variable is concentrated among 
the wealthiest state of another  variable's 
distribution 
Source:  Own calculation based on the 2004 
ENCOVI. 
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6.40 Scenario 1: Even after eliminating all exemptions, the ITBIS system would remain 
slightly progressive. Table 6.9 shows the tax burden and pressure for a reform that would entail 
the abolition of all exemptions. Half the extra burden would weigh on the richest quintile, but the 
extra pressure would be almost equal across quintiles. The total tax burden of the tax system thus 
in place would still weigh more heavily on the richest quintile. The fourth column shows how the 
tax pressure would be much less progressive (ranging from 0.81 to 1.03, although still higher for 
the richest 20 percent of the population. The estimated increase in revenues is dramatic, 
equivalent to 5.9 percent of GDP. This is due to the very high share of total expenditures 
currently exempted from the tax, and hence shows the revenue cost due to these exemptions. 

 

 

6.41  Scenario 2: Some goods and services are very difficult to tax for political and 
efficiency reasons. Hence the 
second simulated experiment looks 
at the expansion of the base, 
excluding education, health and 
electricity from ITBIS. From Table 
6.10 one can see that the burden 
would increase for the poorest two 
quintiles (the 40 percent poorest), 
adding up to 9.4 percent while the 
richest quintile would bear 59.7 
percent of the burden. Compared 
with the previous scenario, the total 
tax burden would change slightly, 
whereas the tax pressure would 
increase for all quintiles by the last. 
The reason can be understood by 
looking at the pattern of 
consumption of the poorest 40 
percent in Figure 6.9b. Food represents 56 percent of total expenditure for this group and 

Table 6.9: Scenario 1: Tax Structure of System with Elimination of All Exemptions 

1 2.9 3.6 0.81 10.94 2,163

2 6.1 7.4 0.83 11.19 4,490

3 11.7 11.6 1.01 13.62 8,597

4 18.7 18.4 1.02 13.75 13,784

5 60.6 59.1 1.03 13.86 44,658

100 100 1 13.51 73,691

Effective tax 

rate

Tax payments 

RD$ (million)
Quintile

Tax Burden  

(a)

Distribution of 

income  (b)

Tax pressure 

(a)/(b)

 

Notes:  Quintiles of per capita income. 
Definitions: Tax burden is the percentage of a total tax paid by individuals in the category; tax pressure is the ratio 
of tax burden over income share represented by the category; and the effective tax rate is the ratio of total tax paid 
over total income.  
Source: Own calculations based on the 2004 ENCOVI. 

Table 6.10: Scenario 2: Health, Education and Electricity 
Exempted Only 

1 3.1 3.6 0.85 9.26 1,831

2 6.3 7.4 0.85 9.36 3,757

3 11.9 11.6 1.03 11.28 7,124

4 19.0 18.4 1.03 11.33 11,356

5 59.7 59.1 1.01 11.08 35,715

100 100 1 10.96 59,783

Quintile
Tax Burden  

(a)

Distribution of 

income  (b)

Tax pressure 

(a)/(b)

Effective tax 

rate

Tax payments 

RD$ (million)

Notes: Quintiles of per capita income. 
Definitions: Tax burden is the percentage of a total tax paid by 
individuals in the category; tax pressure is the ratio of tax burden 
over income share represented by the category; and the effective tax 
rate is the ratio of total tax paid over total income. 
Source: Own calculations based on the 2004 ENCOVI. 
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elimination of exemptions on these goods is bound to hurt the poor. The effective tax rate would 
be one point and a half percent lower for the first quintile and almost 3 percent lower for the fifth 
quintile. Clearly the increase in revenues would be much less dramatic and gains amount to 
about 3.6 percent of GDP. Scenario 3 looks at the effect of keeping basic food exempted. 

6.42 Scenario 3: Keeping the basic consumption basket exempt would be much more 
equitable, but the increase in revenues would be significantly lower. Since food represents such 
a high percentage of total 
expenditures for poor households, 
we look at the effect of keeping the 
exemptions on basic food5, as well 
as gasoline, education, health and 
electricity expenditures, which are 
part of the consumption basket of 
the poor. The choice of the food 
items to be excluded from the list 
of exempted goods was made by 
looking at the concentration index 
of the expenditure on each item. 
Table 6.11 shows the tax burden 
and pressure for this scenario, and 
one can see that as expected the 
structure would be more 
progressive than in the previous 
simulated scenarios. Column 4 
shows the tax pressure in this case. It is very similar to the pressure estimated for the current 
system; with the richest quintile’s pressure almost double that of the poorest. The effective tax 
rate would increase, but still remain low at 4.1 for the poorest 20 percent of the population and 
7.7 for the richest 20 percent. Clearly, the increase in revenues would be much lower than in the 
other two scenario simulated, amounting to 1.3 percent of GDP. 

6.43 Notice however that the revenue potential calculated includes only private expenditure. 
Since a broadening of the base is likely to improve the administration of the tax, reduce 
loopholes and evasion, revenues could be even higher. If for example the DR were to increase its 
VAT productivity to the level of Nicaragua, for a given tax rate and level of final consumption, it 
would mean that there has been a two-fold increase in the revenues from this tax. It is very 
important in evaluating the reform strategy to account for the beneficial effects that a reduction 
of exemption would have on the administrative complexity, and hence on the control of evasion. 

6.44 Scenario 4: Rate differentiation might be a compromise between distributional effect 
and revenue potential. However, if differential VAT rates may be effective in addressing equity 
and efficiency (revenue) issues, problems and costs of compliance and administration may be 
very high. The analysis shows that reducing the exemptions on food hurts more the poor. For this 
reason one might want to consider the possibility of applying a different rate to basic food (but 

                                                 
5 Food not exempted: cheese, butter, fish, fruits (like mango), ham, salami, vegetables (tomato, lettuce, carrots), and 
cereals. 

Table 6.11: Scenario 3: Basic Food, Gasoline, Health, 
Education and Electricity Exempted Only 

1 2.1 3.6 0.59 4.11

2 4.9 7.4 0.66 4.60

3 10.0 11.6 0.87 6.02

4 17.7 18.4 0.97 6.72

5 65.2 59.1 1.10 7.68

100 100 1 6.96

Effective tax 

rate
Quintile

Tax Burden  

(a)

Distribution of 

income  (b)

Tax pressure 

(a)/(b)

Notes: Quintiles of per capita income 
Definitions: Tax burden is the percentage of a total tax paid by 
individuals in the category; tax pressure is the ratio of tax burden over 
income share represented by the category; and the effective tax rate is 
the ratio of total tax paid over total income. 
Source: Own calculations based on the 2004 ENCOVI. 
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keeping gasoline, electricity, education, and health services exempted). Rate differentiation 
usually responds to two sets of considerations: efficiency and equity. On efficiency grounds, 
lower taxes should be levied on commodities for which the demand is more elastic and higher 
rates on commodities for which demand is inelastic. On equity grounds, goods that account for a 
greater share of expenditure of the richest households should be more heavily taxed. However, it 
has been argued that differential VAT rates are a less effective tool for pursuing equity 
objectives than expenditure policies, as the amount of redistribution that can be achieved is quite 
limited. Also, rate differentiation entails some costs, such as higher administration and 
compliance costs and it can encourage definitional disputes and increase base erosion. (Ebrill et 
al, 2001). Even though the DR is de facto adopting tax differentiation, given the presence of 
exemptions (goods subject to a rate of 0 percent), rate differentiation is meant to indicate the 
presence of two different and positive tax rates. Table 6.12 shows the number of nonzero rates 
adopted in all countries having VAT: 53 percent of the countries adopt a single rate and only 23 
percent adopt 3 or more rates. 

Table 6.12: Distribution of the Number of VAT Rates 
 

One rate Two rates Three rates Four rates Five rates  Six rates 
      

53 percent 23 percent 13 percent 9 percent 0 percent 1 percent 
            

Notes: Figure is percentage of all countries currently with a VAT, with number of VAT rates shown above. 
Source: Ebrill et al. (2001) 

6.45 Table 6.13 presents the results for a scenario in which a rate of 8% is applied to basic 
food that is currently exempted; and one of 16% on all the other goods and services that are not 
exempted. The tax burden on the poorest quintiles is higher than in the case of the first scenario, 
in which all exemptions were eliminated, but is lower than in the case of the second scenario in 
which health, education and electricity were exempted. The structure thus obtained would be 
progressive, with the tax pressure on the first quintiles equal to 0.7 and 0.8, and on the last 
quintile of 1. Overall, rate differentiation would allow a substantial increase in revenues and 
would maintain the structure of the tax slightly progressive. 
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Table 6.13: Scenario 4: Rate Differentiation: 8% on Food Currently Exempted, and 16% on 
the Rest 

1 2.8 3.6 0.76 6.59 1,302

2 5.8 7.4 0.79 6.85 2,751

3 11.3 11.6 0.98 8.46 5,344

4 18.6 18.4 1.01 8.79 8,812

5 61.5 59.1 1.04 9.04 29,141

100 100 1 8.68 47,349

Quintile
Tax Burden  

(a)

Distribution of 

income  (b)

Tax pressure 

(a)/(b)

Effective tax 

rate

Tax payments 

RD$ (million)

 

Notes:  Quintiles of per capita income 
Definitions: Tax burden is the percentage of a total tax paid by individuals in the category; tax pressure is 
the ratio of tax burden over income share represented by the category; and the effective tax rate is the ratio 
of total tax paid over total income. 
Source: Own calculations based on the 2004 ENCOVI. 

6.46 The trade-off between revenues and progressivity in the case of the ITBIS does not seem 
to be very high. Table 6.14 summarizes the progressivity index and revenues potential of the 
current system and the four simulated scenarios. As indicated, all scenarios maintain a level of 
progressivity of the ITBIS system, even though smaller than in the current system. We can see 
that by keeping basic food, health, education, gasoline and electricity exempted, revenues would 
increase by almost 50 percent and the progressivity of the system would be only marginally 
reduced. In order to compare the effect of revenue neutral reforms, the Gini coefficient was 
calculated assuming that the extra revenues were rebated in a lump-sum form to all individuals. 
The first scenario, in which all exemptions are eliminated, would present the highest reduction in 
inequality, from around 53.9 to 49.8. This is important since tax policy is not the only and 
certainly not the best way to address distributional issues. Indeed, it is not mainly through 
taxation that matters of poverty or inequality should be tackled, as public spending policies play 
a central role in this.  

6.47 Thus, the proper role of a VAT should be to maximize revenues and minimize 
distortions. Even a regressive tax (in the sense of a tax with a higher tax pressure for the poor) 
might be the best way to finance pro-poor expenditures, with a positive net effect on poverty and 
inequality reduction (Ebrill et al, 2001). Table 6.14 also shows the results when assuming 
behavioral response. It was not possible to estimate price elasticity of demand as there is no time 
series available for prices and in the data there is not much spatial variation of prices. Thus, the 
table shows the impact of the four ITBIS reform scenarios under: (i) price elasticity of demand 
equal to zero ( 0=ε ), that is no behavioral changes; (ii) and (iii) price elasticity of demand equal 
to 0.3 and 0.5 ( 3.0=ε  and 5.0=ε ) respectively. We then take two values of the price elasticity 
of demand estimated in other studies. The results are consistent with ones obtained by assuming 
no behavioral responses, even though the increase in revenues would be lower.  

6.48 The final equity impact of tax reform depends on how the revenues mobilized could be 
utilized. Given the low tax burden that weighs on the poorest quintiles, the reduction in welfare 
due to the expansion of the tax base could be easily offset if the extra revenue were spent on 
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Social Assistance programs6. Table 6.15 shows the benefits and costs of the different scenarios 
for the 60 percent poorest individuals in the population if all the extra revenue revenues were 
channeled through the existing Social Assistance programs. The cost is represented by the tax 
burden, that is by the share of the extra tax that is paid by this group, that is in scenario 1 for 
every RD$100 collected through the increase in the tax base, we have that RD$20.7 would be 
paid by the 60 percent poorest. This means that the increase in revenues weighs more heavily on 
the richest group of individuals who will be contributing the remaining RD$79.3. Now, if one 
assumes that the extra revenues will be spent on Social Assistance programs, given the existing 
system we know how it will be distributed across quintiles. Hence from Table 6.5 in Chapter 6 
(on the Social Assistance sector) one can calculate that out of every RD$100 spent on social 
assistance programs almost half, RD$48, would reach the poorest 60 percent of the population. 

                                                 
6 Notice that the low levels of tax burden weighing on the lowest quintile of the population is not surprising, given 
the pattern of consumption. Indeed other studies on Honduras and Nicaragua have found that the tax burdens on 
sales tax are about 24.5 and 29.9 percent for the 60 percent poorest (Gasparini and Artana (2003) and Gasparini and 
Montenegro (2004)). 
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Table 6.15:  Tax Burden and Benefits accruing to the 60 percent Poorest of the Population 

Scenario 1 Scenario 2 Scenario 3 Scenario 4 

Tax burden 20.7 21.3 17 19.9

Share of benefits 48 48 48 48
 

Notes: Tax burden: (total amount of extra tax paid by all individual in the group)/(total amount of extra tax 
paid by individuals in the population); Share of benefits: (total aggregated trasfer amount received by all 
individuals in the group)/(total aggregated transfer amount recenived by all individuals in the population; 
Scenario 1: Elimation of all exemptions; Scenario 2: Only education, health and electricity exempted; 
Scenario 3: Basic Food, health, education ,electricity and gasoline exempted; Scenario 4: Rate 
differentiation: health, education, electricity and gasoline exempted. Basic food subject to 8 percent rate, 
the rest at 16 percent 
Source: Ebrill et al. (2001). 

6.49 However, the extra revenues obtained from the reform would need to be used to fill the 
gap created by the reduction in the international trade taxes. Hence only a part of the extra 
revenue could be rebated. Table 6.16 presents the benefits and costs for the poorest 40 percent of 
the population, under different transfer schemes. In one case the extra revenues net of the impact 
of CAFTA on revenues would be rebated lump sum to all individuals, in the other it would be 
spent through existing social assistance programs, with targeting as shown in Chapter 6, so that 
the 40 percent poorest would receive 30 percent of total money spent on existing social 
assistance programs. The revenue impact is the extra revenue that each scenario would collect as 
a percentage of GPD (2004 level). The extra tax burden shows the tax burden (in RD$) for the 
poorest 40 percent of the population. The benefits are estimated under two different assumptions 
on the revenue effect of CAFTA, a 2 and a 1.3 percent revenue gap with respect to GDP. 

Table 6.16:  Estimated Costs and Benefits for the 40 percent poorest from ITBIS reform scenarios 
(net of CAFTA revenue losses). 

 

Scenarios 
Revenue 
Impact 

(%GDP) 

Extra Tax burden 
RD$ (million) 

Benefits RD$ 

   Lump sum transfer Current Social Assistance programs 

   

   
CAFTA = 1.3% CAFTA = 2% CAFTA = 1.3% CAFTA = 2% 

1 5.88           4,889.31        14,254.22        12,077.72        10,831.30          9,177.45  

2 4.09           3,825.24          8,690.24          6,513.73          6,603.42          4,949.56  

3 1.28              895.11  0 0 0 0 

4 2.49           2,290.20          3,715.81          1,539.30          2,823.52          1,169.66  

Notes: Extra tax burden: amount of additional taxes the 40 percent poorest could have to pay as a consequence of 
the ITBIS reform; Scenario 1: Elimation of all exemptions; Scenario 2: Only education, health and electricity 
exempted; Scenario 3: Basic Food, health, education ,electricity and gasoline exempted; Scenario 4: Rate 
differentiation: Basic food subject to 8 percent rate, the rest at 16 percent 
Source:  Own calculations based on the 2004 ENCOVI. 
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6.50 One can observe how the first two scenarios (elimination of all exemption, and the 
exemptions for education, health and electricity only) are the ones that, by creating more 
revenues, also allow for compensation: in both cases the total amount of rebate for the 40 percent 
poorest is significantly higher than the extra tax burden they would have to bear. These were also 
the two reform scenarios that were weighing more heavily on the poor, reducing the 
progressivity of the ITBIS. The third scenario, which maintains the exemptions on basic food 
and which was hurting the poorest the least, would create extra revenues that would be just 
enough to replace the loss in revenues from CAFTA, and hence would not allow for any rebate. 
If the extra revenues from the fourth scenario, entailing rate differentiation with a lower rate 
applied on food, were distributed through existing social assistance programs, it would exactly 
compensate the poorest 40 percent, if the revenue gap were 1.3 percent but would not be enough 
to compensate if the revenue gap were higher. If the targeting of the current Social Assistance 
interventions were to be improved (as discussed in Chapter 6), the overall equity of the ITBIS 
reform could be even greater. Indeed one can see that in all scenarios, even a lump sum transfer 
would be more equitable, as the 40 percent poorest would receive a higher amount of rebate than 
through Social Assistance programs. 

6.51 The DR has significant potential to improve tax collection from ITBIS without 
considerable deterioration of the progressivity of the tax. While addressing the low productivity 
of this tax through changes in the rate is unlikely to be effective, there is room for improvement 
by tackling the issue of the high level of exemptions. Sound fiscal policy during the CAFTA 
implementation is especially compelling, in light of the devastating effects of inflation on the 
poor during the 2002-2004 crisis. The Government should consider ways to broaden the base of 
the ITBIS and/or to introduce some rate differentiation, with lower rate for basic food, to balance 
the trade off between maximizing revenue collection and distributional equity. To ensure overall 
positive equity impact it is critical to: 

• improve targeting of social expenditures (see chapter 5) and  

• make sure that the revenue agency, DGII, is strengthened in its capacity to manage the 
administrative burden due to rate differentiation, and in general in its monitoring 
activities, in order to maximize compliance. 
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ANNEXES 
 

ANNEX 1.1: POVERTY AND INEQUALITY STATISTICS 
 

Table A.1.1.1: Comparison of Prices of Basic Food Basket Products 
ENCOVI Unitary Values and BCRD Price Data, 2004 

 
BCRD**

Price per unit Price per unit Price per unit % difference % difference

40% poorest All the population All the population 40% poorest All the population

(a) (b) (c) a/c b/c

1 Powder milk 2.268kg Can 530.36 530.36 524.27 1.2 1.2

2 Cod Pound 100.00 100.00 99.05 1.0 1.0

3 Cheese Pound 70.00 75.91 75.16 -6.9 1.0

4 Coffee Pound 55.67 58.34 70.00 -20.5 -16.7

5 Tomatoe paste 1kg Bottle 55.27 55.27 55.43 -0.3 -0.3

6 Beef Pound 51.18 54.76 53.01 -3.5 3.3

7 Pork Pound 51.18 53.22 53.38 -4.1 -0.3

8 Herring Pound 51.18 51.18 53.25 -3.9 -3.9

9 Butter Pound 46.56 46.56 45.87 1.5 1.5

10 Cooking oil 1 Pound Bottle 43.93 43.93 43.38 1.3 1.3

11 Tuna 170gr Can 40.94 40.94 39.80 2.9 2.9

12 Garlic Pound 40.00 40.49 45.93 -12.9 -11.9

13 Other milk 1lt Pckg. 39.76 39.76 40.67 -2.2 -2.2

14 Chicken Pound 33.44 33.78 33.08 1.1 2.1

15 Beans Pound 30.00 30.00 29.79 0.7 0.7

16 Onion Pound 24.29 25.00 21.40 13.5 16.8

17 Pasta Pound 22.52 22.52 23.52 -4.3 -4.3

18 Rice Pound 20.24 22.00 19.84 2.1 10.9

19 Big pepper Pound 20.00 20.24 20.65 -3.1 -2.0

20 Sardine 106gr Can 20.00 20.24 24.98 -19.9 -19.0

21 Potatoe Pound 15.00 15.18 13.93 7.7 9.0

22 Soda 500ml Bottle 12.28 12.28 12.29 0.0 0.0

23 Sugar Pound 10.00 10.12 9.93 0.7 1.9

24 Liquid milk 685ml Bottle 10.00 10.00 10.04 -0.4 -0.4

25 Fruit juice  35gr pckg 8.10 9.11 10.47 -22.6 -13.0

26 Yucca Pound 7.16 7.16 8.33 -14.0 -14.0

27 Sweet potatoe Pound 6.07 6.14 7.60 -20.1 -19.2

28 Plantain Unit 4.05 4.09 3.94 2.9 4.0

29 Egg Unit 4.05 4.05 3.98 1.7 1.7

30 Bread Unit 2.13 2.99 2.47 -13.7 21.1

31 Ripe plantain Unit 2.00 2.02 4.03 -50.3 -49.7

32 Green banana Unit 1.88 1.99 1.14 64.6 74.9

33 Orange Unit 1.66 1.52 3.16 -47.4 -52.0

-4.5 -1.6

1.7 5.9

ENCOVI*

Product Unit

Average price difference***

Weighted average****  
Notes: * These are the unitary values computed from the reported expenditures and quantity consumed by each 
reference group of the population (in column (a), the 40% of households with lower per capita expenditures, 
and in column (b) the average Dominican household). 
** These are the average prices collected by the National Accounts Department of the Central Bank (BCRD) 
for the months of March and April 2004. 
*** Simple average. 
**** Average where the contribution of each product to total calories is used as a weight. 
Source: Own estimates based on the 2004 ENCOVI and BCRD National Accounts Department. 
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Figure A.1.1.1: Robustness of Poverty Results 
Poverty Rates Remained Flat in 1997-2002 and Increased Substantially in 2002-2004 
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Table A.1.1.2: Incidence (Headcount) of Poverty in the DR with Alternative Methodologies 

 

 97-Apr 00-Apr 00-Oct 01-Apr 01-Oct 02-Apr 02-Oct 03-Apr 03-Oct 04-Apr 04-Oct
National

Moderate poverty

(i) Adjusted to Encovi  poverty rate (34%) 21.3 19.8 20.7 21.2 20.8 20.8 21.8 27.6 27.8 34.0 34.6
(ii) Adjusted income to Encovi (pov. line 40% poorest) 20.7 21.3 22.6 21.8 21.4 21.0 23.5 28.9 29.2 34.1 35.2
(iii) Adjusted to Encovi poverty rate (42.1%) 26.7 25.8 27.7 27.7 27.4 26.6 27.7 34.7 35.3 42.1 42.2
(iv) Adjusted income to Encovi (pov. line all population 27.0 26.7 28.0 27.7 28.5 27.1 29.2 36.4 36.2 42.7 43.6
(v) Adjusted to Engih 1998  poverty rate (25.8%) 25.8 24.8 27.1 27.1 26.9 25.8 27.2 33.9 34.4 41.1 41.5
(vi) Ajusted income to Encovi (pov. line BCRD 1998) 23.4 23.4 24.9 24.3 24.0 23.3 25.9 32.0 32.0 37.4 38.4
(vii) U$$ 2 per day PPP 9.4 8.0 8.9 8.2 8.1 8.4 10.0 12.4 11.6 14.5 15.6

Extreme poverty

(i) Adjusted to Encovi  poverty rate (11.5%) 7.7 6.2 7.3 6.3 5.7 6.4 7.9 10.0 8.8 11.6 12.1
(ii) Adjusted income to Encovi (pov. line 40% poorest) 7.4 7.2 7.6 6.8 6.2 7.0 8.6 10.3 9.7 11.7 12.8
(iii) Adjusted to Encovi poverty rate (14.8%) 9.7 8.2 9.0 8.4 8.3 8.7 10.0 12.6 11.9 14.8 15.9
(iv) Adjusted income to Encovi (pov. line all population 8.9 9.1 9.2 8.7 8.2 8.8 10.4 12.5 12.1 15.0 15.4
(v) Adjusted to Engih 1998  poverty rate (25.8%) 9.2 7.8 8.8 8.1 7.8 8.2 9.8 12.3 11.3 14.3 15.4
(vi) Ajusted income to Encovi (pov. line BCRD 1998) 7.9 7.9 8.2 7.4 6.8 7.6 9.2 10.8 10.3 13.0 13.4
(vii) U$$ 1 per day PPP 2.6 2.4 2.5 2.2 1.4 2.2 2.7 3.2 3.0 3.4 3.4

Urban

Moderate poverty
(i) Adjusted to Encovi  poverty rate (34%) 13.2 11.9 12.9 13.1 13.4 13.0 13.9 17.5 20.6 26.6 27.5
(ii) Adjusted income to Encovi (pov. line 40% poorest) 12.3 12.7 14.0 13.1 13.1 12.6 15.4 19.2 21.8 26.6 27.7
(iii) Adjusted to Encovi poverty rate (42.1%) 17.7 16.8 18.2 18.1 18.5 18.0 18.2 24.0 27.2 34.5 34.7
(iv) Adjusted income to Encovi (pov. line all population 16.7 17.2 18.0 18.1 19.1 17.6 20.0 25.7 28.3 34.8 35.4
(v) Adjusted to Engih 1998  poverty rate (25.8%) 16.9 15.9 17.9 17.7 18.1 17.3 17.9 23.1 26.3 33.2 34.0
(vi) Ajusted income to Encovi (pov. line BCRD 1998) 14.2 14.2 15.7 15.4 15.3 14.6 17.3 21.7 24.5 29.7 30.6
(vii) U$$ 2 per day PPP 4.7 3.7 4.8 4.9 4.6 3.8 5.4 6.3 8.4 9.9 11.0

Extreme poverty
(i) Adjusted to Encovi  poverty rate (11.5%) 4.0 2.6 3.9 3.7 3.4 3.0 4.0 4.8 6.3 7.5 8.4
(ii) Adjusted income to Encovi (pov. line 40% poorest) 3.2 3.2 3.7 3.9 3.1 3.2 4.3 4.6 6.8 7.2 8.6
(iii) Adjusted to Encovi poverty rate (14.8%) 5.0 3.8 4.8 5.0 4.7 4.0 5.4 6.4 8.6 10.1 11.2
(iv) Adjusted income to Encovi (pov. line all population 4.0 4.5 4.7 4.8 4.1 4.3 5.6 6.2 8.5 9.8 10.6
(v) Adjusted to Engih 1998  poverty rate (25.8%) 4.6 3.6 4.6 4.8 4.4 3.8 5.2 6.2 8.1 9.8 10.8
(vi) Ajusted income to Encovi (pov. line BCRD 1998) 3.4 3.9 4.1 4.3 3.4 3.6 4.5 5.1 7.3 8.2 9.1
(vii) U$$ 1 per day PPP 1.7 1.0 1.3 1.3 0.8 1.0 1.7 1.6 2.2 2.2 2.1

Rural

Moderate poverty
(i) Adjusted to Encovi  poverty rate (34%) 31.6 34.6 35.2 36.2 34.5 35.1 36.6 46.3 40.7 47.4 47.5
(ii) Adjusted income to Encovi (pov. line 40% poorest) 31.2 37.1 38.6 38.0 36.9 36.6 38.5 47.1 42.6 47.7 48.7
(iii) Adjusted to Encovi poverty rate (42.1%) 38.0 42.5 45.3 45.5 44.0 42.4 45.4 54.6 49.8 56.1 55.7
(iv) Adjusted income to Encovi (pov. line all population 40.0 44.4 46.7 45.3 45.9 44.8 46.4 56.3 50.5 57.1 58.6
(v) Adjusted to Engih 1998  poverty rate (25.8%) 37.1 41.4 44.2 44.6 43.2 41.7 44.3 53.9 49.0 55.4 55.2
(vi) Ajusted income to Encovi (pov. line BCRD 1998) 35.1 40.4 41.9 41.0 40.3 39.5 42.0 51.1 45.5 51.2 52.7
(vii) U$$ 2 per day PPP 15.3 15.8 16.7 14.3 14.7 17.0 18.5 23.6 17.3 22.8 23.8

Extreme poverty
(i) Adjusted to Encovi  poverty rate (11.5%) 12.4 12.7 13.5 11.1 10.1 12.7 15.1 19.7 13.4 19.1 18.8
(ii) Adjusted income to Encovi (pov. line 40% poorest) 12.8 14.5 14.8 12.0 11.9 14.0 16.5 20.9 14.9 19.8 20.3
(iii) Adjusted to Encovi poverty rate (14.8%) 15.7 16.3 16.8 14.7 15.0 17.3 18.6 24.2 17.9 23.4 24.3
(iv) Adjusted income to Encovi (pov. line all population 15.1 17.7 17.6 15.9 15.7 17.0 19.3 24.2 18.6 24.3 23.9
(v) Adjusted to Engih 1998  poverty rate (25.8%) 15.1 15.6 16.6 14.1 14.1 16.4 18.2 23.5 17.1 22.5 23.7
(vi) Ajusted income to Encovi (pov. line BCRD 1998) 13.5 15.4 15.8 13.2 13.0 15.0 17.7 21.6 15.7 21.7 21.1
(vii) U$$ 1 per day PPP 3.7 4.9 4.6 3.8 2.4 4.4 4.5 6.2 4.5 5.5 5.7

 
Source: Own estimates based on ENCOVI and ENFT data. 
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Table A.1.1.3: Depth of Poverty – FGT1 (Per Capita Income With Remittances) 

 
Apr-97 Apr-00 Oct-00 Apr-01 Oct-01 Apr-02 Oct-02 Apr-03 Oct-03 Apr-04 Oct-04

National

Moderate poverty

(i) Adjusted to Engih 1998  incidence (25.8%) 10.5 9.7 10.2 10.1 9.8 10.0 11.0 13.6 13.4 16.5 16.8

(ii) Adjusted to Encovi 2004  incidence (34%) 8.3 7.5 7.9 7.7 7.3 7.7 8.6 10.7 10.3 12.9 13.2

(iii) Adjusted to Encovi 2004  incidence (42%) 10.8 10.0 10.6 10.4 10.1 10.3 11.3 14.0 13.8 17.0 17.3

(iv) U$$ 2 per day 3.7 3.0 3.3 3.0 2.4 2.8 3.6 4.4 4.0 4.9 5.1

Extreme poverty

(i) Adjusted to Engih 1998  incidence (25.8%) 3.7 3.0 3.2 3.0 2.3 2.8 3.5 4.3 3.9 4.8 5.0

(ii) Adjusted to Encovi 2004  incidence (34%) 3.0 2.4 2.5 2.4 1.7 2.1 2.8 3.4 3.0 3.7 3.7

(iii) Adjusted to Encovi 2004  incidence (42%) 3.8 3.1 3.3 3.1 2.4 2.9 3.6 4.5 4.1 5.0 5.2

(iv) U$$ 2 per day 1.5 1.0 0.8 1.0 0.4 0.8 1.0 1.2 1.1 1.1 1.1

Urban

Moderate poverty

(i) Adjusted to Engih 1998  incidence (25.8%) 6.3 5.4 6.1 6.2 6.1 5.9 6.7 8.3 9.9 12.3 12.9

(ii) Adjusted to Encovi 2004  incidence (34%) 4.8 4.0 4.5 4.6 4.4 4.2 5.1 6.2 7.6 9.2 9.8

(iii) Adjusted to Encovi 2004  incidence (42%) 6.5 5.6 6.4 6.4 6.3 6.1 6.9 8.6 10.3 12.7 13.3

(iv) U$$ 2 per day 2.2 1.3 1.8 1.8 1.4 1.4 2.0 2.3 2.9 3.1 3.5

Extreme poverty

(i) Adjusted to Engih 1998  incidence (25.8%) 2.1 1.2 1.7 1.8 1.3 1.3 2.0 2.3 2.8 3.0 3.4

(ii) Adjusted to Encovi 2004  incidence (34%) 1.8 1.0 1.4 1.5 1.0 1.0 1.6 1.8 2.2 2.3 2.5

(iii) Adjusted to Encovi 2004  incidence (42%) 2.2 1.3 1.8 1.9 1.4 1.4 2.0 2.3 2.9 3.2 3.6

(iv) U$$ 2 per day 1.1 0.4 0.6 0.7 0.2 0.5 0.8 0.8 0.9 0.7 0.8

Rural

Moderate poverty

(i) Adjusted to Engih 1998  incidence (25.8%) 15.9 17.6 17.8 17.3 16.6 17.7 18.8 23.6 19.6 24.1 24.0

(ii) Adjusted to Encovi 2004  incidence (34%) 12.8 14.1 14.1 13.4 12.7 14.2 15.1 19.1 15.3 19.5 19.3

(iii) Adjusted to Encovi 2004  incidence (42%) 16.3 18.1 18.3 17.8 17.1 18.2 19.3 24.2 20.2 24.7 24.6

(iv) U$$ 2 per day 5.7 6.2 6.0 5.2 4.2 5.5 6.5 8.3 6.0 8.1 8.0

Extreme poverty

(i) Adjusted to Engih 1998  incidence (25.8%) 5.6 6.1 5.9 5.1 4.1 5.4 6.3 8.1 5.9 8.0 7.8

(ii) Adjusted to Encovi 2004  incidence (34%) 4.5 5.0 4.6 4.0 3.0 4.2 4.9 6.3 4.6 6.2 5.9

(iii) Adjusted to Encovi 2004  incidence (42%) 5.8 6.3 6.1 5.3 4.3 5.7 6.6 8.5 6.1 8.3 8.2

(iv) U$$ 2 per day 1.9 2.3 1.3 1.5 0.7 1.3 1.4 1.9 1.4 1.9 1.6

 
Note: Expanded individual’s population with coherent answers. 
Source: Own estimates based on the 1997-2004 ENFTs. 
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Table A.1.1.4: Severity of Poverty – FGT2 (Per Capita Income With Remittances) 

 
Apr-97 Apr-00 Oct-00 Apr-01 Oct-01 Apr-02 Oct-02 Apr-03 Oct-03 Apr-04 Oct-04

National

Moderate poverty

(i) Adjusted to Engih 1998  incidence (25.8%) 6.009 5.281 5.561 5.398 4.917 5.317 6.088 7.536 7.194 8.912 9.143

(ii) Adjusted to Encovi 2004  incidence (34%) 4.74 4.043 4.262 4.1 3.568 3.992 4.709 5.803 5.45 6.758 6.941

(iii) Adjusted to Encovi 2004  incidence (42%) 6.188 5.456 5.746 5.584 5.11 5.503 6.281 7.777 7.439 9.212 9.448

(iv) U$$ 2 per day 2.245 1.694 1.69 1.659 1.059 1.445 1.869 2.265 2.053 2.399 2.42

Extreme poverty

(i) Adjusted to Engih 1998  incidence (25.8%) 2.2 1.7 1.7 1.6 1.0 1.4 1.8 2.2 2.0 2.3 2.4

(ii) Adjusted to Encovi 2004  incidence (34%) 1.9 1.4 1.3 1.3 0.7 1.1 1.4 1.7 1.6 1.8 1.8

(iii) Adjusted to Encovi 2004  incidence (42%) 2.3 1.7 1.7 1.7 1.1 1.5 1.9 2.3 2.1 2.4 2.5

(iv) U$$ 2 per day 1.2 0.7 0.5 0.6 0.2 0.4 0.6 0.7 0.6 0.6 0.5

Urban

Moderate poverty

(i) Adjusted to Engih 1998  incidence (25.8%) 3.5 2.7 3.2 3.3 3.0 2.9 3.6 4.3 5.3 6.3 6.7

(ii) Adjusted to Encovi 2004  incidence (34%) 2.7 1.9 2.4 2.5 2.1 2.1 2.8 3.2 4.0 4.6 5.0

(iii) Adjusted to Encovi 2004  incidence (42%) 3.6 2.8 3.3 3.4 3.1 3.0 3.7 4.5 5.5 6.5 7.0

(iv) U$$ 2 per day 1.5 0.7 1.0 1.1 0.6 0.8 1.2 1.3 1.5 1.5 1.7

Extreme poverty

(i) Adjusted to Engih 1998  incidence (25.8%) 1.5 0.7 1.0 1.1 0.6 0.7 1.2 1.3 1.5 1.5 1.6

(ii) Adjusted to Encovi 2004  incidence (34%) 1.3 0.5 0.8 0.9 0.4 0.6 1.0 1.0 1.2 1.1 1.2

(iii) Adjusted to Encovi 2004  incidence (42%) 1.5 0.7 1.0 1.1 0.6 0.8 1.2 1.3 1.6 1.5 1.7

(iv) U$$ 2 per day 1.0 0.2 0.4 0.5 0.1 0.3 0.5 0.6 0.6 0.4 0.4

Rural

Moderate poverty

(i) Adjusted to Engih 1998  incidence (25.8%) 9.2 10.1 10.0 9.4 8.6 9.8 10.7 13.5 10.6 13.7 13.5

(ii) Adjusted to Encovi 2004  incidence (34%) 7.3 8.0 7.8 7.1 6.3 7.6 8.4 10.6 8.1 10.7 10.5

(iii) Adjusted to Encovi 2004  incidence (42%) 9.5 10.4 10.3 9.7 8.9 10.1 11.0 13.9 11.0 14.1 13.9

(iv) U$$ 2 per day 3.2 3.6 3.0 2.8 1.9 2.7 3.1 4.1 3.0 4.0 3.8

Extreme poverty

(i) Adjusted to Engih 1998  incidence (25.8%) 3.2 3.5 2.9 2.7 1.8 2.7 3.1 4.0 2.9 3.9 3.7

(ii) Adjusted to Encovi 2004  incidence (34%) 2.6 2.9 2.2 2.2 1.3 2.0 2.3 3.0 2.3 3.0 2.8

(iii) Adjusted to Encovi 2004  incidence (42%) 3.3 3.6 3.0 2.8 1.9 2.8 3.2 4.2 3.1 4.1 3.9

(iv) U$$ 2 per day 1.5 1.5 0.7 0.9 0.3 0.7 0.7 0.9 0.7 1.0 0.7

 
Note: Expanded individual’s population with coherent answers. 
Source: Own estimates based on the 1997-2004 ENFTs. 
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Table A.1.1.5: Incidence of Poverty – FGT0 (Per Capita Income Without Remittances) 

 
97-Apr 00-Apr 00-Oct 01-Apr 01-Oct 02-Apr 02-Oct 03-Apr 03-Oct 04-Apr 04-Oct

National

Moderate poverty

(i) Adjusted to Engih 1998  incidence (25.8%) 28.1 26.9 28.4 28.2 27.8 27.0 28.2 35.0 35.7 43.3 43.4

(ii) Adjusted to Encovi 2004  incidence (34%) 23.3 21.7 22.1 22.4 21.9 22.2 22.9 28.5 29.2 36.0 36.3

(iii) Adjusted to Encovi 2004  incidence (42%) 28.9 27.9 28.9 28.9 28.4 27.7 28.7 35.9 36.6 44.3 44.0

(iv) U$$ 2 per day 11.0 9.0 9.8 9.3 9.0 9.3 10.7 13.3 12.8 16.0 16.9

Extreme poverty

(i) Adjusted to Engih 1998  incidence (25.8%) 10.8 8.8 9.6 9.2 8.7 9.1 10.6 13.1 12.5 15.8 16.7

(ii) Adjusted to Encovi 2004  incidence (34%) 9.2 7.1 8.0 7.2 6.6 7.2 8.8 10.7 9.9 13.1 13.5

(iii) Adjusted to Encovi 2004  incidence (42%) 11.4 9.2 9.8 9.5 9.2 9.5 10.8 13.5 13.1 16.2 17.2

(iv) U$$ 2 per day 4.0 3.0 3.0 2.9 2.2 2.7 3.2 3.7 3.8 4.6 4.5

Urban

Moderate poverty

(i) Adjusted to Engih 1998  incidence (25.8%) 19.7 18.2 19.2 19.0 18.9 18.6 19.0 24.3 27.9 35.6 36.1

(ii) Adjusted to Encovi 2004  incidence (34%) 15.6 14.0 14.3 14.5 14.5 14.7 14.9 18.4 22.1 28.6 29.3

(iii) Adjusted to Encovi 2004  incidence (42%) 20.4 19.1 19.6 19.5 19.3 19.2 19.4 25.3 28.8 36.8 36.7

(iv) U$$ 2 per day 6.5 4.7 5.5 6.1 5.5 4.7 6.0 7.3 9.6 11.7 12.5

Extreme poverty

(i) Adjusted to Engih 1998  incidence (25.8%) 6.4 4.5 5.4 6.0 5.4 4.7 6.0 7.2 9.3 11.6 12.2

(ii) Adjusted to Encovi 2004  incidence (34%) 5.7 3.5 4.5 4.5 4.3 3.5 4.9 5.5 7.3 9.2 9.9

(iii) Adjusted to Encovi 2004  incidence (42%) 6.8 4.8 5.5 6.2 5.6 4.9 6.0 7.4 9.8 11.8 12.6

(iv) U$$ 2 per day 3.3 1.5 1.8 1.9 1.5 1.4 2.1 2.1 2.9 3.5 3.4

Rural

Moderate poverty

(i) Adjusted to Engih 1998  incidence (25.8%) 38.7 43.2 45.3 45.4 44.3 42.8 45.3 54.8 49.8 57.1 56.6

(ii) Adjusted to Encovi 2004  incidence (34%) 33.2 36.0 36.5 37.1 35.7 36.1 37.8 47.3 41.9 49.2 48.9

(iii) Adjusted to Encovi 2004  incidence (42%) 39.6 44.3 46.3 46.3 45.3 43.6 46.2 55.6 50.6 57.9 57.4

(iv) U$$ 2 per day 16.6 17.0 17.6 15.3 15.5 17.9 19.6 24.4 18.6 23.6 25.0

Extreme poverty

(i) Adjusted to Engih 1998  incidence (25.8%) 16.3 16.7 17.4 15.2 14.9 17.3 19.3 24.2 18.3 23.4 24.8

(ii) Adjusted to Encovi 2004  incidence (34%) 13.7 13.8 14.4 12.4 10.9 14.0 16.0 20.3 14.4 20.1 19.9

(iii) Adjusted to Encovi 2004  incidence (42%) 17.1 17.5 17.8 15.7 15.8 18.2 19.7 25.0 19.1 24.2 25.6

(iv) U$$ 2 per day 4.8 5.8 5.2 4.8 3.4 5.3 5.2 6.7 5.5 6.6 6.5

Note: Expanded individual’s population with coherent answers. 
Source: Own estimates based on the 1997-2004 ENFTs. 
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Table A.1.1.6: Depth of Poverty – FGT1 (Per Capita Income Without Remittances) 

 
Apr-97 Apr-00 Oct-00 Apr-01 Oct-01 Apr-02 Oct-02 Apr-03 Oct-03 Apr-04 Oct-04

National

Moderate poverty

(i) Adjusted to Engih 1998  incidence (25.8%) 12.2 10.9 11.1 11.0 10.6 10.9 11.7 14.5 14.5 17.9 18.2

(ii) Adjusted to Encovi 2004  incidence (34%) 9.8 8.5 8.7 8.6 8.1 8.5 9.3 11.5 11.4 14.2 14.4

(iii) Adjusted to Encovi 2004  incidence (42%) 12.5 11.2 11.5 11.4 10.9 11.2 12.0 14.9 14.9 18.4 18.7

(iv) U$$ 2 per day 5.0 3.6 3.8 3.7 3.1 3.4 4.1 5.0 4.8 5.9 6.1

Extreme poverty

(i) Adjusted to Engih 1998  incidence (25.8%) 5.0 3.6 3.7 3.6 3.0 3.3 4.0 4.9 4.7 5.8 6.0

(ii) Adjusted to Encovi 2004  incidence (34%) 4.3 2.9 3.0 3.0 2.4 2.7 3.2 4.0 3.8 4.7 4.7

(iii) Adjusted to Encovi 2004  incidence (42%) 5.1 3.7 3.8 3.7 3.1 3.5 4.2 5.1 4.9 6.0 6.2

(iv) U$$ 2 per day 2.5 1.4 1.2 1.4 1.0 1.2 1.4 1.7 1.6 1.9 1.8

Urban

Moderate poverty

(i) Adjusted to Engih 1998  incidence (25.8%) 8.2 6.6 7.1 7.2 6.9 6.8 7.5 9.1 11.0 13.9 14.4

(ii) Adjusted to Encovi 2004  incidence (34%) 6.6 5.0 5.4 5.5 5.2 5.1 5.8 7.0 8.6 10.7 11.3

(iii) Adjusted to Encovi 2004  incidence (42%) 8.5 6.8 7.3 7.4 7.1 7.0 7.7 9.4 11.4 14.3 14.8

(iv) U$$ 2 per day 3.7 1.8 2.3 2.4 2.0 1.8 2.5 3.0 3.6 4.3 4.6

Extreme poverty

(i) Adjusted to Engih 1998  incidence (25.8%) 3.6 1.8 2.3 2.4 2.0 1.8 2.5 2.9 3.6 4.2 4.5

(ii) Adjusted to Encovi 2004  incidence (34%) 3.3 1.5 1.9 2.0 1.6 1.4 2.1 2.4 2.9 3.3 3.6

(iii) Adjusted to Encovi 2004  incidence (42%) 3.7 1.9 2.3 2.5 2.0 1.8 2.6 3.0 3.7 4.3 4.7

(iv) U$$ 2 per day 2.4 0.7 1.0 1.1 0.7 0.8 1.2 1.3 1.4 1.5 1.6

Rural

Moderate poverty

(i) Adjusted to Engih 1998  incidence (25.8%) 17.2 18.8 18.7 18.2 17.4 18.6 19.7 24.4 20.7 25.2 24.9

(ii) Adjusted to Encovi 2004  incidence (34%) 14.0 15.2 14.9 14.3 13.6 15.0 15.9 19.9 16.3 20.5 20.2

(iii) Adjusted to Encovi 2004  incidence (42%) 17.6 19.3 19.2 18.8 18.0 19.1 20.2 25.0 21.3 25.9 25.6

(iv) U$$ 2 per day 6.7 7.0 6.5 6.0 5.0 6.4 7.0 8.8 6.9 9.0 8.8

Extreme poverty

(i) Adjusted to Engih 1998  incidence (25.8%) 6.6 6.9 6.4 5.9 4.9 6.3 6.9 8.7 6.8 8.8 8.6

(ii) Adjusted to Encovi 2004  incidence (34%) 5.4 5.7 5.1 4.7 3.8 5.0 5.4 6.8 5.4 7.0 6.6

(iii) Adjusted to Encovi 2004  incidence (42%) 6.8 7.1 6.7 6.1 5.1 6.5 7.1 9.0 7.0 9.1 8.9

(iv) U$$ 2 per day 2.7 2.8 1.7 2.0 1.4 1.9 1.7 2.4 2.0 2.5 2.1

Note: Expanded individual’s population with coherent answers. 
Source: Own estimates based on the 1997-2004 ENFTs. 
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Table A.1.1.7: Mean and Shares of p/c income 

 
97-Apr 00-Apr 00-Oct 01-Apr 01-Oct 02-Apr 02-Oct 03-Apr 03-Oct 04-Apr 04-Oct

By decil
1 8,394 8,412 8,114 8,524 9,026 8,609 7,701 6,884 7,284 6,532 6,529

2 16,275 16,322 16,027 16,105 15,952 15,855 15,120 13,163 13,481 11,724 11,414

3 22,749 23,138 22,068 22,077 22,035 22,397 21,643 18,378 18,381 15,908 15,725

4 29,696 30,650 28,668 28,715 28,430 29,196 28,230 23,751 23,400 20,257 19,941

5 37,577 39,683 36,091 36,689 35,879 36,973 35,473 29,962 29,408 24,996 24,842

6 46,649 50,530 46,243 46,271 44,567 45,838 44,023 38,168 36,480 30,711 30,724

7 58,642 63,882 59,029 57,444 55,993 58,205 55,604 47,793 45,923 38,329 38,828

8 75,982 83,679 77,199 75,975 73,182 74,729 72,567 62,633 58,997 50,424 50,156

9 106,915 120,376 110,400 109,349 105,642 107,781 101,795 87,558 84,418 71,898 71,860

10 279,451 321,291 282,608 283,217 264,741 270,922 250,934 224,826 226,037 183,150 192,741

Mean 68,240 75,846 68,683 68,451 65,565 67,092 63,355 55,333 54,394 45,403 46,287

By decil
1 1.2 1.1 1.2 1.2 1.4 1.3 1.2 1.2 1.3 1.4 1.4

2 2.4 2.2 2.3 2.4 2.4 2.4 2.4 2.4 2.5 2.6 2.5

3 3.3 3.1 3.2 3.2 3.4 3.3 3.4 3.3 3.4 3.5 3.4

4 4.4 4.0 4.2 4.2 4.3 4.4 4.5 4.3 4.3 4.5 4.3

5 5.5 5.2 5.3 5.4 5.5 5.5 5.6 5.4 5.4 5.5 5.4

6 6.8 6.7 6.7 6.8 6.8 6.8 6.9 6.8 6.7 6.8 6.6

7 8.6 8.4 8.6 8.4 8.5 8.7 8.8 8.7 8.4 8.4 8.4

8 11.1 11.0 11.2 11.1 11.2 11.1 11.5 11.3 10.9 11.1 10.8

9 15.7 15.9 16.1 16.0 16.1 16.0 16.1 15.8 15.5 15.8 15.5

10 41.0 42.4 41.2 41.4 40.4 40.5 39.7 40.6 41.6 40.4 41.7

Mean ( annual income in $ RD september 2004)

Share

Source: Own estimates based on the 1997-2004 ENFTs. 
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Table A.1.1.8: Inequality – Gini Coefficient 

 
97_Apr 00_Apr 00_Oct 01_Apr 01_Oct 02_Apr 02_Oct 03_Apr 03_Oct 04_Apr 04_Oct

National

Primary Job  p/c/ HH income 48.4 53.3 51.5 51.2 50.4 51.0 50.8 50.9 50.8 49.7 50.1

Secondary job  p/c HH income n.a. 64.7 63.2 63.0 63.5 61.6 61.7 62.9 60.3 58.1 62.6

National non labor income  p/c HH income 65.2 65.3 63.9 66.7 59.7 65.0 61.9 63.9 63.4 61.3 66.6

Implicit rent  p/c HH income 77.1 63.4 63.0 62.8 63.4 62.1 61.2 61.0 61.0 62.1 60.9

Abroad non labor income  p/c HH income - with remittances 62.4 61.9 72.7 70.1 70.7 70.3 69.9 73.9 74.4 74.4 78.1

Abroad non labor income  p/c HH income - without remittances 65.2 72.2 70.0 69.8 71.2 71.4 65.5 78.4 75.4 69.5 72.0

Total p/c HH income - with remittances 52.0 53.9 52.7 52.6 51.5 51.8 51.1 52.0 52.1 51.0 52.1

Total p/c HH income  - without remittances 52.6 54.4 52.8 52.9 51.5 52.0 51.3 52.2 52.0 51.0 52.1

Urban

Primary Job  p/c/ HH income 46.7 52.3 49.8 50.4 49.4 50.0 49.4 49.8 50.8 49.6 50.4

Secondary job  p/c HH income n.a. 63.3 63.4 64.5 62.9 59.9 57.6 61.5 60.3 56.6 64.7

National non labor income  p/c HH income 65.3 65.4 64.9 66.9 60.6 64.5 61.6 65.0 63.9 62.2 67.9

Implicit rent  p/c HH income 73.8 58.4 57.8 57.7 58.7 57.0 55.6 55.3 58.6 60.6 58.8

Abroad non labor income  p/c HH income - with remittances 60.1 58.4 73.6 70.3 71.6 71.2 71.0 75.1 74.6 74.5 79.1

Abroad non labor income  p/c HH income - without remittances 65.9 62.4 71.3 70.8 71.1 70.3 64.4 79.5 73.8 66.9 71.4

Total p/c HH income - with remittances 50.1 52.1 51.0 51.5 50.3 50.6 49.5 50.7 52.2 51.0 52.6

Total p/c HH income  - without remittances 51.2 52.8 51.1 51.9 50.4 50.8 49.8 50.9 52.2 51.1 52.6

Rural

Primary Job  p/c/ HH income 46.2 47.2 47.7 44.9 44.4 46.5 44.8 45.6 45.4 45.4 44.1

Secondary job  p/c HH income n.a. 61.7 58.2 53.7 56.8 59.4 61.6 56.5 50.4 56.3 51.6

National non labor income  p/c HH income 58.7 59.2 51.3 55.5 53.9 58.9 58.0 53.2 56.1 54.5 54.4

Implicit rent  p/c HH income 77.5 56.3 53.9 55.2 54.6 54.8 54.7 52.6 52.8 52.6 51.6

Abroad non labor income  p/c HH income - with remittances 66.1 71.0 67.9 68.6 62.0 65.1 61.5 62.4 71.9 73.6 69.5

Abroad non labor income  p/c HH income - without remittances 37.9 86.8 62.5 60.8 70.4 67.3 55.9 54.2 78.6 77.2 73.2

Total p/c HH income - with remittances 50.4 49.6 47.6 45.5 44.2 46.4 44.8 44.7 44.9 45.7 43.7

Total p/c HH income  - without remittances 50.0 49.4 47.7 45.4 44.4 46.6 44.9 44.9 44.9 45.5 43.7

Note: Expanded individual’s population with coherent answers. 
Source: Own estimates based on the 1997-2004 ENFTs. 
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Table A.1.1.9: Inequality Measures  

Income p/c with remittances Income p/c without remittances Income p/c with remittances Income p/c without remittances Income p/c with remittances Income p/c without remittances

Ratio decil 10/1 33.285 37.548 31.531 32.373 29.496 30.444

Ratio percentil 90/10 10.463 11.062 10.691 10.727 9.828 9.947

Ratio percentil 95/80 2.294 2.273 2.208 2.225 2.406 2.372

Gini 0.520 0.526 0.518 0.520 0.521 0.521

Theil 0.559 0.573 0.546 0.550 0.560 0.555

Variacion 1.704 1.736 1.631 1.632 1.697 1.684

Atkinson (e=0.5) 0.228 0.234 0.225 0.227 0.227 0.226

Atkinson (e=1.0) 0.388 0.407 0.384 0.389 0.382 0.383

Atkinson (e=2.0) 0.623 0.835 0.620 0.634 0.595 0.604

Entropia (c=0.0) 0.492 0.523 0.485 0.492 0.480 0.484

Entropia (c=1.0) 0.559 0.573 0.546 0.550 0.559 0.555

Entropia (c=2.0) 1.453 1.507 1.331 1.332 1.439 1.418

Ratio decil 10/1 28.848 30.297 22.352 23.814 18.116 18.739

Ratio percentil 90/10 10.085 10.329 8.741 8.950 7.740 7.774

Ratio percentil 95/80 1.982 2.046 1.834 1.862 1.912 1.914

Gini 0.504 0.500 0.465 0.466 0.437 0.437

Theil 0.566 0.553 0.405 0.408 0.342 0.341

Variacion 2.037 2.038 1.213 1.220 1.014 1.002

Atkinson (e=0.5) 0.219 0.217 0.178 0.181 0.155 0.156

Atkinson (e=1.0) 0.370 0.379 0.323 0.330 0.285 0.288

Atkinson (e=2.0) 0.604 0.840 0.574 0.599 0.493 0.505

Entropia (c=0.0) 0.462 0.476 0.390 0.400 0.335 0.339

Entropia (c=1.0) 0.566 0.553 0.405 0.407 0.342 0.341

Entropia (c=2.0) 2.075 2.077 0.736 0.744 0.514 0.502

Ratio decil 10/1 27.431 32.315 26.969 27.809 30.127 31.161

Ratio percentil 90/10 9.663 10.419 9.515 9.973 10.261 10.379

Ratio percentil 95/80 2.319 2.297 2.135 2.144 2.458 2.407

Gini 0.502 0.512 0.506 0.508 0.526 0.526

Theil 0.505 0.526 0.522 0.525 0.568 0.564

Variacion 1.506 1.545 1.573 1.572 1.683 1.673

Atkinson (e=0.5) 0.210 0.220 0.214 0.216 0.230 0.230

Atkinson (e=1.0) 0.361 0.386 0.364 0.368 0.387 0.389

Atkinson (e=2.0) 0.578 0.785 0.573 0.576 0.604 0.612

Entropia (c=0.0) 0.448 0.488 0.453 0.458 0.490 0.494

Entropia (c=1.0) 0.505 0.526 0.522 0.525 0.569 0.564
Entropia (c=2.0) 1.134 1.193 1.237 1.236 1.416 1.400

04-Oct

Rural

Urban

National

Apr-97 Apr-02

 
Source: Own estimates based on the 1997-2002-2004 ENFTs. 
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Table A.1.1.10: Net Attendance Rates by Region (Census 01-02) - 1997-2004 
(% children in cohort) 

a. Basic Education by Region (Census 01-02) b. Secondary Education (cohort 14-17 years) 
2000 2002 2004

Distrito Nacional 0.96 0.97 0.96
Valdesia 0.89 0.96 0.96
Este 0.94 0.90 0.96
Nordeste 0.93 0.97 0.99
Cibao Central 0.93 0.93 0.96
Norcentral 0.96 0.98 0.96
Noroeste 0.95 0.96 0.97
Del Valle 0.95 0.96 0.96
Enriquillo 0.97 0.91 0.93  

2000 2002 2004
Distrito Nacional 63.06 62.16 70.27
Valdesia 46.18 50.19 48.30
Este 49.08 56.28 51.90
Nordeste 50.83 56.31 62.45
Cibao Central 54.02 52.74 57.42
Norcentral 60.81 57.25 59.30
Noroeste 48.42 54.69 57.14
Del Valle 38.23 35.17 52.48
Enriquillo 47.25 45.79 46.33  

Source: Own estimates based on the ENFT 
 

Table A.1.1.11: Sources of Water by Region (Census 01-02) - 2004  
(% households)

piped, public tap well or other spring or rain water tunker truck bottled water
Distrito Nacional 14.94 1.83 0.84 23.32 59.07
Valdesia 30 5.27 12.68 17.03 35.03
Este 15.24 3.51 12.08 5.8 63.38
Nordeste 13.44 4.75 41.06 0.55 40.2
Cibao Central 41.23 4.35 25.08 2.35 26.99
Norcentral 40.2 0.97 9.96 2.94 45.93
Noroeste 31.4 0.7 5.58 14.29 48.03
Del Valle 62.39 3.69 14.26 1.32 18.35
Enriquillo 67.06 3.77 11.1 3.84 14.23
Total 27.92 2.76 10.97 11.71 46.63  

Source: Own estimates based on the ENCOVI 
 

Figure A.1.1.2: Access To Public Tap Water By 
Region – 2000-2004 (Census 1993) 

Table A.1.1.12: Mean Effective Days of Water 
Per Week – 2004 (Census 01-02) 
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Distrito Nacional 2.7
Valdesia 2.9
Este 2.8
Nordeste 2.3
Cibao Central 3.7
Norcentral 4.6
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Enriquillo 2.9  

Source: Own estimates based on the ENCOVI & ENFT 
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Access to Sanitation by Region - 2000-2004 (% households) 
Figure A.1.1.3: Regions as Defined in Census 1993 Table A.1.1.13: Regions as Defined in Census 01-02 
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2000 2002 2004
Distrito Nac 97.4 96.0 96.4
Valdesia 89.9 95.1 91.9
Este 89.1 92.7 88.6
Nordeste 94.0 96.5 96.9
Cibao Cent 96.3 95.1 96.8
Norcentral 97.4 97.6 97.7
Noroeste 93.5 94.4 97.5
Del Valle 79.2 87.1 90.3
Enriquillo 89.0 96.4 82.0  

Source: Own estimates based on the ENFT 

 

Access to Electricity by Region - 2000-2004 (% households) 
Figure A.1.1.4: Regions as Defined in Census 1993 Table A.1.1.14: Regions as Defined in Census 01-02 
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2000 2002 2004  

2000 2002 2004
Distrito Nacional 98.49 98.44 96.90
Valdesia 81.68 83.95 84.42
Este 84.34 85.67 85.26
Nordeste 79.04 87.27 88.24
Cibao Central 86.55 90.18 91.00
Norcentral 92.36 93.36 90.78
Noroeste 76.72 83.59 83.40
Del Valle 55.35 71.82 69.37
Enriquillo 87.73 87.07 74.98  

Source: Own estimates based on the ENFT 

 

Table A.1.1.15: Quality of Housing by Region (Census 01-02) - 2000-2004  
(% households)

a. Low Quality Building Materials b. Impoverished Appearance 
2000 2002 2004

Distrito Nacional 2.71 1.43 1.99
Valdesia 16.64 19.50 21.01
Este 7.52 9.89 8.78
Nordeste 23.98 15.54 14.59
Cibao Central 14.04 9.47 6.94
Norcentral 9.22 6.73 8.14
Noroeste 36.76 20.21 24.50
Del Valle 54.58 44.80 37.67
Enriquillo 34.09 40.42 44.03  

2000 2002 2004
Distrito Nacional 32.76 31.43 34.86
Valdesia 56.52 48.47 55.16
Este 57.62 44.34 55.59
Nordeste 37.74 37.89 41.36
Cibao Central 36.54 38.80 38.36
Norcentral 35.31 33.86 38.97
Noroeste 31.87 25.16 36.05
Del Valle 56.22 64.60 63.71
Enriquillo 45.01 44.18 38.76  

Source: Own estimates based on the ENFT 
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ANNEX 1.2: ADJUSTMENT FOR NATIONAL ACCOUNTS AND ALTERNATIVE POVERTY 
ESTIMATES 

Besides the poverty estimates discussed in the text of Chapter 1 we considered the 
following: 

i) Adjust ENFT incomes to match national accounts disposable per capita income 
and private consumption each year in two ways: by distributing the national accounts-
survey income gap as an equal lump sum to all households, or by distributing it according 
to decile-income shares of the ENFT. In the first case the “adjustment” is equal to the 
survey-NAS income gap divided by the total number of households, while in the second 
is computed as decile share*(gap)/no. individuals in decile. As a result, the adjusted 
distribution of income is unchanged in the first case and maintains a similar decile 
structure in the second. 

ii) No adjustment to ENFT incomes, but rather take the 25.8 percent poverty 
incidence estimated by BCRD using the 1998 ENGIH as the baseline in 1997 and then 
trace the evolution of poverty incidence over time. We find the level of per capita 
household incomes in the 1997 ENFT that yields this poverty rate (i.e.,, the 26th income 
percentile) and then update it with the CPI for later years. These values are then used as 
poverty thresholds to estimate poverty. This does not aim to estimate new poverty lines. 
Instead it amounts to rescaling the poverty line to account for the underestimation of 
family incomes in ENFT without having to adjust incomes in any way. 

 These results are presented in Annex A.1, except for the adjustment to national 
accounts. The results for this adjustment did not yield reasonable results. In the case of 
the lump sum adjustment poverty was eliminated altogether in the latter years. Since the 
ENFT fails to capture more than half of national incomes in this period this is not 
surprising. In the case of the decile adjustment the results were not so dramatic but we 
obtained poverty trends that were declining throughout the crisis. Again since GDP and 
private consumption fail to show as large declines as survey incomes this also was 
considered unreasonable.  

 Although the national accounts adjustment has the potential advantage of aligning 
income changes at the household level to macro-income movements several reasons have 
been advanced why this adjustment maybe inappropriate. We advance here some 
although it should be said that there is an unresolved debate about the advantages of this 
adjustment.1 

 Survey-based estimates are subject to errors and inaccuracies, but there are also 
problems with national accounts estimates. Although income and expenditure estimates 
from household surveys are often used in constructing national accounts consumption for 
some commodities, most items are derived as residuals, so that errors and omissions in 
the accounts are automatically absorbed into consumption. National accounts are likely to 
understate consumption in the poorest countries, and also to overstate their rate of growth 

                                                 
1 See Deaton, A. (2005) from whom we draw much of this discussion. 
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of average consumption. Since the DR lacks an up-to-date detailed Social Accounting 
Matrix, it is not clear which national accounts components are growing more rapidly, 
thus leading to the differential rates of growth. 

 Moreover, the two concepts are different: national accounts are designed to 
estimate macroeconomic income and consumption aggregates, and not to estimate the 
distribution of income or consumption, much less poverty. In general, national accounts 
capture better larger transactions than smaller ones, the opposite of what happens in the 
surveys. In particular, consumption of businesses and non-profits are not included in the 
surveys. On the contrary, production for own consumption is difficult to measure, and 
typically ignored in national accounts unless the amount produced is likely to be 
quantitatively important in relation to total output of the good, which is clearly 
inadequate for measuring poverty.  

 Using the survey shares to allocate national accounts consumption to the poor and 
non-poor assumes that these items are distributed between poor and non-poor in the same 
way as are the goods measured in the survey, a rather strong assumption. Both national 
accounts and surveys properly include items like the rental value of owner occupier 
homes, although in most cases they are either not consumed by the poor, or make up 
much less of their budgets than imputed in national accounts. Wealthy households are 
less likely to participate in surveys either because of sampling design or non-response. 
Thus, an increase in the fraction of the rich can lead to an increasing underestimation of 
consumption and inequality, but not of poverty. Overall, national accounts modestly 
overestimates the rate of growth of consumption, while household surveys like ENFT and 
ENCOVI underestimate it by missing the wealthy. Thus, for convincing measurement of 
poverty and its evolution, there is little choice but to use well designed household 
surveys. 
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ANNEX 2.1: EXPLAINING CHANGES IN INCOME DISTRIBUTION 

Microeconometric simulations of counterfactual distributions are helpful to characterize past 
distributional changes and to simulate the distributional impact of changes in economic factors 
and public policies. The idea is to simulate the distribution of labor income at time t as a function 
of individual observable characteristics affecting wages and employment, the parameters that 
determine the effect of these characteristics on market hourly wages and employment outcomes 
(participation and hours of work), and unobservable characteristics. A counterfactual distribution 
in time t1 is generated taking some of its determinants (parameters or distribution of 
characteristics) as if they were those of time t2 and this counterfactual distribution is then 
compared to the actual distribution observed in t1. The difference between the two distributions 
can be attributed to the change in the selected determinants between t1 and t2. This allows 
isolating the contribution of changes in: (i) observed household characteristics (endowments), (ii) 
the returns to those endowments, and (iii) unobserved heterogeneity in the returns. 

Sosa and Cicowiez (2005) estimate regressions for a reduced form of a labor supply model with 
two equations, one for the number of hours of work and one for wages. The explanatory 
variables include the typical measures of workers’ human capital (education and experience, 
proxied by age and its square), demographic characteristics such as gender and ethnicity, job 
characteristics (sector of activity and labor-informality indicators), and geographical location. 
The earnings equations are estimated separately for household heads and non-heads, both in rural 
and urban areas. The decompositions and simulations are carried out for the periods 1997-02 and 
2004-2015 and focus on the effects of changes in the educational structure, the returns to 
education, the gender and regional earnings gaps, and unobserved earnings determinants. 

The decomposition analysis is enriched with estimates of quantile earnings equations, (Table 
A.2.1.1) which are used to generate counterfactual distributions when the whole family of returns 
to education (varying across quantiles) change or for changes in each of the return quantile 
coefficients. This procedure, used throughout the report, may provide a richer characterization of 
the relationship between the dependent and explanatory variables under analysis, in this case 
giving a more complete picture of past and predicted changes in the income distribution 
generated by economic and social changes or policy interventions. Particularly, when simulating 
changes in the educational structure, we can simulate the new individual wage from upgrading 
education according to the wage-education profile of the particular percentile to which the 
individual belongs. The results for the 2004-2015 simulations are presented in Table A.2.1.1. See 
Sosa and Cicowiez (2005) for details. 
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Table A.2.1.1: Poverty Profile Statistics 

 
Microsimulations: Changes in poverty headcount and the Gini coefficient, 2004-2015

1 USD 2USD Moderate Extreme

2004 observed 3.4 15.6 34.7 12.1 0.522 3,845

Simulated Changes under different scenarios
1. Economic growth 2005-2015

Annual rate 1% 2.8 13.2 29.5 9.6 0.522 4,290

Annual rate 3% 1.5 8.2 21.7 6.0 0.522 5,322

Annual rate 5% 1.0 5.1 15.3 3.4 0.522 6,576

Annual rate 7% 0.5 3.0 10.1 2.4 0.522 8,093

2. Redistributive policy 1

Tax rate 17% 0.0 3.1 23.9 1.3 0.444 3,845

Tax rate 19% 0.0 2.4 22.0 0.7 0.435 3,845

Tax rate 21% 0.0 1.3 20.3 0.3 0.426 3,845

3. Redistributive policy 2

Tax rate 05% . . 22.5 . 0.464 3,845

Tax rate 10% . . 10.9 . 0.415 3,845

Tax rate 20% . . 10.2 . 0.356 3,845

4. Reduction in the number of children

1 child less in each household 2.6 12.6 30.8 9.7 0.517 4,109

No household with more than 2 children 2.6 13.2 31.7 9.9 0.514 3,990

Extrapolate tendency 97-02 to 2015 3.2 15.1 33.6 11.7 0.519 3,877

Reduce 50% families with more than 2 children 3.3 14.6 33.8 11.5 0.519 3,873

5. Increase in years of education

Increase in 1 year 3.1 14.8 32.4 11.0 0.520 4,009

Increase in 3 year 2.8 12.3 28.6 9.1 0.518 4,360

Increase in 5 year 2.4 10.3 25.3 8.0 0.516 4,735

Increase in 5 year if aged 15-30 3.1 14.4 31.8 11.3 0.518 4,068

6. Upgrading in educational structure

Nobody without primary school 3.0 14.2 32.1 10.6 0.514 3,960

Nobody without secondary school 2.6 11.4 27.9 8.7 0.503 4,210

Nobody aged 15-30 without primary school 3.3 15.1 34.0 11.9 0.519 3,874

Nobody aged 15-30 without secondary school 3.1 14.7 33.0 11.5 0.517 3,934

7. Change in educational structure of workers

Extrapolate tendency 97-02 to 2015 3.3 14.7 33.0 11.3 0.521 4,020

Extrapolate tendency 91-04 to 2015 3.3 15.0 33.2 11.3 0.522 4,023

Replicate Chile 2000 3.0 13.7 31.1 10.4 0.518 4,140

8. Change in formal/informal structure of workes

Extrapolate tendency 97-02 to 2015 3.6 15.7 34.5 12.1 0.524 3,908

Reduce 50% self-employed and increase large 3.7 16.3 36.5 12.5 0.525 3,704

9. Change in sectoral structure of workes

Extrapolate tendency 97-02 to 2015 3.4 15.4 34.7 12.1 0.521 3,847

Reduce agr & gob and increase turism & trade 3.3 15.2 34.4 11.9 0.520 3,857

10. Increase in sectoral wages 2005-2015

Annual rate 1% in labor intensive 3.0 14.5 31.9 11.0 0.518 4,037

Annual rate 3% in labor intensive 2.5 11.7 27.1 9.2 0.514 4,484

Annual rate 5% in labor intensive 2.2 10.1 23.6 8.2 0.513 5,026

Annual rate 1% in skill intensive 3.4 15.3 34.0 11.7 0.524 3,932

Annual rate 3% in skill intensive 3.3 14.7 32.9 11.3 0.532 4,133

Annual rate 5% in skill intensive 3.3 14.3 31.8 11.0 0.542 4,377

11. Changes in the returns to education

The same for all educational levels 3.3 15.3 33.7 11.8 0.534 4,077

Increasing in the educational level 3.3 15.2 33.6 11.7 0.551 4,309

Decreasing in the educational level 3.3 15.4 34.1 11.9 0.521 3,879

12. Changes in the gender wage gap

Reduce 50% gender wage gap 3.3 15.3 33.9 11.7 0.522 3,921

Eliminate gender wage gap 3.2 14.9 33.0 11.4 0.524 4,005

13. Changes in the urban/rural wage gap

Reduce 50% urban/rural wage gap 3.1 15.2 33.6 11.6 0.519 3,884

Eliminate urban/rural wage gap 3.1 14.6 32.8 10.9 0.516 3,926

14. Changes in the regional wage gap

Reduce 50% regional wage gap 3.1 14.7 32.7 11.0 0.517 3,952

Eliminate regional wage gap 2.9 13.4 30.9 10.3 0.513 4,068

15. Changes in the ocupational category wage gap

Reduce 50% ocupational category wage gap 3.1 14.3 31.7 10.6 0.520 4,077

Eliminate ocupational category wage gap 3.0 13.0 29.0 9.8 0.520 4,352

Source: Author's calculations based on ENFT.

Average 
income

Poverty headcount ratio

International Official
Gini 

coefficient
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A Primer on Quantile Regressions 

The technique of quantile regression (Koenker and Basset (1978)) is used extensively in the 
background studies for this report since it provides a richer characterization of the effect of the 
explanatory variables (X) on the conditional distribution of the dependent variable (e.g., the 
distribution of earnings, of firm size). When there is sizeable unobserved heterogeneity in the 
data, mean linear regression models provide only a limited characterization of this distribution 
and of the role of explanatory factors. For example, we can estimate regression lines for various 
percentiles of the adjusted (conditional) wage distribution (the distribution of earnings that 
results if all workers had the same observable characteristics). For instance, median regression 
(the 50th quantile) splits the sample in half (half of the residuals above and below the regression 
line) and gives the same results as Ordinary Least Squares (OLS, mean regression) when the 
wage distribution is symmetric. This allows unobserved wage determinants to interact with 
measures of observed skills. This interaction is captured by regression coefficients that vary 
across percentiles of the adjusted wage distribution. This way we can recover different impacts 
of the explanatory variables throughout the entire distribution without imposing any prior 
assumptions, such as normality or constant variance of regression errors. Results are also robust 
to outliers in the wage data. 

Suppose that X is a dummy variable for gender (women=1), the quantile regression coefficient 
measures the gender wage gap between woman and an otherwise similar man (e.g., same 
education and experience) at the same conditional quantile of the wage distribution. For 
example, the coefficient in the 90th percentile would yield the wage disadvantage faced by 
women in the top 10 percent best paid jobs of any given level of observed skills while the 10th 
percentile coefficient yields the gap for women in the bottom 10 percent of jobs of the earnings 
scale. Now suppose that X consists of years of formal education. OLS provides a single estimate 
of the returns to education, the average for the whole population. Individual returns to education, 
however, may depend on some unobservable factors, like education quality, unmeasured skills, 
or labor market connections, and hence may differ across workers (Figure A.2.1.1). In fact, 
recent studies for several countries suggest that returns are higher for workers at the top of the 
distribution. Moreover, it is possible for the returns to education to increase for workers in the 
upper quantiles of the wage distribution and decline for those in the bottom quantiles, leaving the 
average return unchanged (Figure A.2.1.2). Quantile regressions allow assessing these important 
potential differences. 
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Figure A.2.1.1: Differences in Returns to 
Education 

Figure A.2.1.2: Different Changes in  
Returns Over Time 
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ANNEX 2.2: PROFILE OF HOUSEHOLDS RECEIVING REMITTANCES 
 

Table A.2.2.1: Percentage of Households Receiving 
Remittances 

  National Rural Urban
Total households population 2,290,682 828,539 1,462,143

Total households recipiets 532,586 146,364 386,222

% of households recipients 23.3 17.7 26.4

Total individuals population 8,745,436 3,157,272 5,588,164

Total individuals recipients 2,034,082 571,815 1,462,267

% of  individuals recipients 23.3 18.1 26.2

By quintile

1 21.3 14.2 27.2

2 19.9 16.2 22.5

3 23.5 19.3 25.9

4 24.3 17.7 27.4

5 27.4 23.9 28.7

By quintile

1 18.3 20.0 17.6

2 17.1 20.8 15.7

3 20.2 21.7 19.6

4 20.9 18.2 21.9
5 23.6 19.3 25.2

Coverage of households

Distribution  of the households receiving remittances

 
Note: Per capita income without remittances household quintiles. Expanded 
household population with coherent answers, did not include the population 
located in the 0.25 lower and upper percentile of the income distribution to 
control for outliers. 
Source: Own estimates based on the 2004 ENCOVI. 

 
 Table A.2.2.2: Household Size and Median Remittances (RD$)  

by Income Quintile Among Recipient Households 

 
National Rural Urban National Rural Urban National Rural Urban

By quintile

1 4.8 4.9 4.8 589 479 690 2,652 2,496 2,652

2 4.2 4.1 4.3 400 249 552 1,657 1,243 1,989

3 3.9 3.6 4.0 430 431 403 1,565 1,724 1,565

4 3.2 3.1 3.3 640 575 690 2,301 1,841 2,348

5 2.9 2.5 3.0 1,150 958 1,193 2,761 2,761 2,761

Median 3.8 3.8 3.8 663 538 690 2,298 1,841 2,301

Household size Median remittance (Recipient HH)

Per capita Total household 

 
Note: Per capita income without remittances household quintiles. Expanded 
household population with coherent answers.  
Source: Own estimates based on the 2004 ENCOVI. 

 Table A.2.2.3: Mean Remittances (RD$) by Income Quintile Among Recipient 
Households 

 

National Rural Urban National Rural Urban

By quintile

1 1,884 2,219 1,740 6,514 7,912 5,910

2 1,797 1,725 1,834 6,115 5,297 6,527

3 1,574 1,275 1,699 5,400 4,065 5,959

4 2,272 1,645 2,469 6,587 4,816 7,144

5 4,142 2,998 4,474 10,207 6,960 11,150

Mean 2,422 1,958 2,598 7,122 5,788 7,627

Per capita 

Mean remittance  (Recipient HH)

Total household 

 
Note: Per capita income without remittances household quintiles. Expanded household population with 
coherent answers.  
Source: Own estimates based on the 2004 ENCOVI. 
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Table A.2.2.4: Distribution of Remittances and Share by Income Quintile 

 
National Rural Urban National Rural Urban

Among HH recipients

By quintile

1 14.2 22.7 11.8 16.8 27.4 13.7

2 12.7 18.3 11.1 14.7 19.0 13.4

3 13.1 14.1 12.8 15.3 15.2 15.4

4 19.6 15.3 20.8 19.3 15.1 20.5

5 40.4 29.6 43.5 33.9 23.2 37.0

Share of per capita remittances Share of total household remittances

in total per capita income in total household income

By quintile

1 65.6 68.8 64.0 58.8 63.0 56.5

2 46.5 45.6 47.0 41.1 37.9 42.6

3 32.4 28.0 34.1 28.5 23.8 30.2

4 30.0 23.9 31.6 26.4 20.8 28.1

5 23.2 18.6 24.4 21.8 15.6 23.4

Total 30.4 28.9 30.9 28.9 26.4 29.7

Share of per capita remittances Share of total household remittances

in total per capita income in total household income
By quintile

1 28.2 23.6 31.5 21.9 18.5 24.5

2 14.6 11.8 16.5 12.2 9.1 14.1

3 10.1 7.0 11.7 9.1 6.2 10.5

4 9.4 5.2 11.3 8.6 5.1 10.1

5 7.3 5.3 7.8 6.4 5.0 6.7
Total 9.7 7.7 10.5 8.9 7.3 9.5

Among total HH population

Among HH recipients

Distribution of remittances  

Per capita remittances Total household remittances

 
Note: Per capita income without remittances household quintiles. Expanded household population with 
coherent answers. 
Source: Own estimates based on the 2004 ENCOVI. 

 
Table A.2.2.5: Regional Distribution of  Per Capita Remittances 

Per capita Total household 
By area

Rural 22.3 22.4

 Urban 77.7 77.6

By region

Enriquillo 0.9 1.3

El Valle 1.0 1.3

Valdesia 5.8 6.1

Noroeste 5.9 6.0

Cibao Central 7.8 7.0

Nordeste 8.2 8.3

Este 9.2 8.4

Norcentral 21.4 22.8
Distrito Nacional 39.7 38.7

Distribution of remittances

 
Note: Expanded household population with coherent answers. 
Source: Own estimates based on the 2004 ENCOVI. 
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Table A.2.2.6: Mean and Median Remittances (RD$) by Income Quintile Among 

Household recipients Per Relative Living Abroad 

 

National Rural Urban National Rural Urban National Rural Urban

By quintile

1 1.4 1.4 1.4 4,142 5,579 4,142 118 159 118

2 1.4 1.4 1.4 4,641 4,276 4,772 132 122 136

3 1.7 1.6 1.7 3,394 3,592 3,130 97 102 89

4 1.7 1.5 1.7 3,094 2,752 3,094 88 78 88

5 1.7 1.7 1.7 3,451 3,451 4,695 98 98 134

Median 1.6 1.5 1.6 3,757 3,455 3,906 107 98 111

Monthly U$$

Median remittance 

Per HH member remittances living aabroad

Mean HH member living abroad

Monthly $ RD

 
Note: Per capita income without remittances household quintiles. Expanded household population with 
coherent answers. 
Source: Own estimates based on the 2004 ENCOVI. 
 

Table A.2.2.7: Median and Mean Remittances in US$ by Income Quintile among Recipient 
Households 

 

National Rural Urban National Rural Urban

By quintile

1 17 14 20 75 71 75

2 11 7 16 47 35 57

3 12 12 11 45 49 45

4 18 16 20 65 52 67

5 33 27 34 79 79 79

Median 19 15 20 65 52 65

By quintile

1 54 63 50 185 225 168

2 51 49 52 174 151 186

3 45 36 48 154 116 170

4 65 47 70 187 137 203

5 118 85 127 291 198 317

Mean 69 56 74 203 165 217

Median remittance

Mean remittance

Per capita remittances Total household remittances 

 
Note: Per capita income without remittances household quintiles. Expanded household population with 
coherent answers. 
Source: Own estimates based on the 2004 ENCOVI. 
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Table A.2.2.8: Concentration Index of Per Capita Remittances 

 
National Rural Urban

Index 18.8 3.4 22.5

Standard error 4.0 6.1 4.3

coef. var. 0.2 1.8 0.2

Interval confidence (boostraping)

Inferior limit 11.6 -11.6 8.8
Superior limit 26.9 15.1 29.4

 
Note: Expanded population with coherent answers. 

Source: Own estimates based on the 2004 ENCOVI. 
 

Table A.2.2.9: Theil Decomposition of Income Inequality With and Without 
Remittances 

 

Index Contribution (%) Index Contribution (%)

Poor (est. 60%) 0.127 0.203

Rich (est.40%) 0.247 0.262

Total 0.490 0.502

Within 0.209 42.773 0.243 48.367

Between 0.280 57.227 0.259 51.633

Total 0.490 100.000 0.502 100.000

Poor (est. 60%) 0.135 0.213

Rich (est.40%) 0.194 0.205

Total 0.419 0.439

Within 0.169 40.202 0.208 47.381

Between 0.251 59.798 0.231 52.619

Total 0.419 100.000 0.439 100.000

Poor (est. 60%) 0.120 0.193

Rich (est.40%) 0.258 0.272

Total 0.494 0.501

Within 0.221 44.643 0.250 49.888

Between 0.274 55.357 0.251 50.112
Total 0.494 100.000 0.501 100.000

Urban

P/c income with remittances

National

P/c income without remittances

Rural

 
Note: Poor decil is defined by the households that are located between the first and sixth decil of 
the per capita income distribution. Rich decil is defined by the households that are located 
between the seventh and tenth decil of the per capita income distribution. Expanded individual’s 
population with coherent answers. 
Source: Own estimates based on the 2004 ENCOVI. 
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Table A.2.2.10: Theil Decomposition of Income Inequality With and Without Remittances 

 

Index Contribution (%) Index Contribution (%) Index Contribution (%) Index Contribution (%) Index Contribution (%) Index Contribution (%)

Poor (est. 60%) 0.143 0.139 0.126 0.128 0.153 0.113

Rich (est.40%) 0.341 0.341 0.321 0.319 0.342 0.332

Total 0.560 0.573 0.544 0.550 0.559 0.555

Within 0.293 52.436 0.294 51.320 0.274 50.333 0.274 49.901 0.296 52.928 0.280 50.515

Between 0.266 47.564 0.279 48.680 0.270 49.667 0.275 50.099 0.263 47.072 0.275 49.485

Total 0.560 100.000 0.573 100.000 0.544 100.000 0.550 100.000 0.559 100.000 0.555 100.000

Poor (est. 60%) 0.157 0.155 0.154 0.160 0.132 0.127

Rich (est.40%) 0.362 0.343 0.173 0.172 0.136 0.131

Total 0.566 0.553 0.404 0.408 0.341 0.341

Within 0.284 50.181 0.271 49.058 0.164 40.737 0.166 40.824 0.134 39.326 0.129 37.841

Between 0.282 49.819 0.282 50.942 0.239 59.263 0.241 59.176 0.207 60.674 0.212 62.159

Total 0.566 100.000 0.553 100.000 0.404 100.000 0.408 100.000 0.341 100.000 0.341 100.000

Poor (est. 60%) 0.119 0.115 0.095 0.097 0.160 0.100

Rich (est.40%) 0.330 0.335 0.336 0.335 0.367 0.357

Total 0.504 0.526 0.520 0.525 0.567 0.564

Within 0.292 57.940 0.298 56.624 0.292 56.200 0.292 55.606 0.327 57.720 0.310 54.973

Between 0.212 42.060 0.228 43.376 0.228 43.800 0.233 44.394 0.240 42.280 0.254 45.027

Total 0.504 100.000 0.526 100.000 0.520 100.000 0.525 100.000 0.567 100.000 0.564 100.000

Rural

Urban

P/c income with remittances P/c income without remittances P/c income without remittances

National

Apr-97 Apr-02 Apr-04

P/c income with remittances P/c income without remittances P/c income with remittances

 

Note: Poor decil is defined by the households that are located between the first and sixth decil of the per capita income 
distribution. Rich decil is defined by the households that are located between the seventh and tenth decil of the per capita 
income distribution. Expanded individual’s population with coherent answers. 
Source: Own estimates based on the 1997-2002-2004 ENFTs. 
 

Table A.2.2.11: Comparison of Some Remittances Statistics  
Between ENCOVI and ENFT April 2004 Surveys 

 

Dominican Republic population (in millons) 8.7 8.8

Household Dominican Republic population  (in millons) 2.3 2.3

Individuals remittances recipients  (in millons) 2.0 1.5

Household remittances recipients  (in millons) 0.5 0.4

Among HH recipients

Share of p/c remittances in total p/c income (%) 30.4 28.8

Share of total HH remittances in total HH income (%) 28.9 26.8

Among total HH population

Share of p/c remittances in total p/c income (%) 9.7 4.7

Share of total HH remittances in total HH income (%) 8.9 4.5

Monthly Yearly Monthly Yearly

Among HH recipients

P/c median remittance (u$$) 19 226 12 149

P/household median remittance (u$$) 65 785 43 518

P/c mean remittance (u$$) 69 827 23 369

P/household mean remittance (u$$) 203 2,433 98 1,180

Total remittance ( million u$$) 108 1,296 38 455

Encovi - 2004, April ENFT,  2004 April

 
Note: Expanded population with coherent answers. 
Source: Own estimates based on the April 2004 ENCOVI and ENFT. 
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Table A.2.2.12: Inequality Measures – Comparison Between ENCOVI and ENFT April 2004 

Surveys 

 
Income p/c with remittances Income p/c without remittances Income p/c with remittances Income p/c without remittances

Ratio decil 10/1 27.822 28.136 24.581 26.192

Ratio percentil 90/10 9.590 9.950 9.470 9.641

Ratio percentil 95/80 2.249 2.270 2.181 2.193

Gini 0.503 0.510 0.485 0.491

Theil 0.490 0.502 0.432 0.450

Variacion 1.336 1.348 1.171 1.227

Atkinson (e=0.5) 0.209 0.214 0.191 0.197

Atkinson (e=1.0) 0.364 0.369 0.340 0.349

Atkinson (e=2.0) 0.607 0.581 0.565 0.577

Entropia (c=0.0) 0.451 0.460 0.416 0.430

Entropia (c=1.0) 0.489 0.502 0.432 0.450

Entropia (c=2.0) 0.892 0.909 0.685 0.753

Ratio decil 10/1 22.124 23.167 19.263 20.465

Ratio percentil 90/10 8.249 8.577 8.313 8.413

Ratio percentil 95/80 1.951 2.001 1.925 1.971

Gini 0.468 0.478 0.448 0.452

Theil 0.419 0.439 0.359 0.375

Variacion 1.230 1.261 1.029 1.135

Atkinson (e=0.5) 0.181 0.189 0.163 0.167

Atkinson (e=1.0) 0.321 0.332 0.300 0.305

Atkinson (e=2.0) 0.533 0.539 0.526 0.535
Entropia (c=0.0) 0.387 0.402 0.356 0.364

Entropia (c=1.0) 0.419 0.440 0.359 0.375

Entropia (c=2.0) 0.757 0.795 0.530 0.644

Ratio decil 10/1 28.835 28.287 22.677 24.356

Ratio percentil 90/10 10.231 10.273 9.047 9.397

Ratio percentil 95/80 2.240 2.200 2.216 2.259

Gini 0.508 0.513 0.480 0.488

Theil 0.494 0.501 0.418 0.437

Variacion 1.323 1.326 1.135 1.181

Atkinson (e=0.5) 0.212 0.215 0.186 0.193

Atkinson (e=1.0) 0.370 0.371 0.331 0.342

Atkinson (e=2.0) 0.633 0.583 0.546 0.560

Entropia (c=0.0) 0.462 0.465 0.402 0.418

Entropia (c=1.0) 0.494 0.501 0.418 0.437
Entropia (c=2.0) 0.875 0.879 0.644 0.697

Urban

ENFT - 2004 aprilENCOVI  - 2004 april

National

Rural

 
Note: Expanded individual’s population with coherent answers. 
Source: Own estimates based on the April 2004 ENCOVI and ENFT. 
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Figure A.2.2.1 Concentration Curve by Region 
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Source: Own estimates based on the 2004 ENCOVI. 
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Figure A.2.2.2: Density Function Per Capita Remittances 

 

Source: Own estimates based on the 2004 ENCOVI. 
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ANNEX 2.3:  POVERTY PROFILE STATISTICS AND REGRESSIONS 

 
Table A.2.3.1: Undocumented Population Profile for the DR 

(Head, Spouse, and Regional Characteristics) 
 

 Population below 15 Population over 15 

  
Proportion of 
documented 

Proportion of 
undocumented 

Proportion of 
documented 

Proportion of 
undocumented 

Demographic characteristics 

Head - Male 87.79 12.21 88.41 11.59 
Spouse - Male 87.66 12.34 88.83 11.17 
Head - Female 88.44 11.56 87.25 12.75 
Spouse - Female 87.72 12.28 89.24 10.76 
Head - Married 87.86 12.14 88.97 11.03 
Head - Single 88.62 11.38 79.02 20.98 

Head - Age 42.98 39.68 47.99 45.76 

Spouse - Age 37.03 33.59 42.22 40.63 

     

Human capital 

Head - Primary incomplete  84.16 15.84 85.44 14.56 
Spouse - Primary incomplete 82.48 17.52 86.34 13.66 
Head - Primary complete  88.83 11.17 89.43 10.57 
Spouse - Primary complete  88.87 11.13 91.03 8.97 
Head - Secondary incomplete  90.34 9.66 90.37 9.63 
Spouse - Secondary incomplete  93.23 6.77 91.11 8.89 
Head - Secondary complete 95.91 4.09 92.97 7.03 
Spouse - Secondary incomplete  96.86 3.14 94.67 5.33 
Head - University incomplete  97.65 2.35 93.27 6.73 
Spouse - University incomplete  98.68 1.32 94.85 5.15 
Head - University complete  98.90 1.10 93.78 6.22 
Spouse - University complete  99.03 0.97 95.29 4.71 

Head - Years of education 7.09 4.60 6.94 5.17 

Spouse - Years of education 7.32 4.31 7.23 5.30 

     

Labor status 

Head - Unemployed 87.26 12.74 86.63 13.37 
Spouse - Unemployed 85.36 14.64 87.31 12.69 
Head - Inactive 89.20 10.80 89.10 10.90 
Spouse - Inactive 84.95 15.05 88.49 11.51 
Head - Employer 94.47 5.53 90.20 9.80 
Spouse - Employer 92.49 7.51 93.92 6.08 
Head - Self-employed 84.87 15.13 86.42 13.58 
Spouse - Self-employed 89.69 10.31 87.55 12.45 
Head - Small salary worker 84.92 15.08 85.17 14.83 
Spouse - Small salary worker 87.71 12.29 88.66 11.34 
Head - Big salary worker 91.22 8.78 89.96 10.04 
Spouse - Big salary worker 94.56 5.44 93.26 6.74 
Head - Family worker 88.94 11.06 88.02 11.98 
Spouse - Family worker 95.70 4.30 91.62 8.38 
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Table A.2.3.1: Undocumented Population Profile for the DR (Continued) 
(Head, Spouse, and Regional Characteristics) 

 

 Population below 15 Population over 16 

  
Proportion of 
documented 

Proportion of 
undocumented 

Proportion of 
documented 

Proportion of 
undocumented 

Head - Primary activities 80.74 19.26 83.06 16.94 
Spouse - Primary activities 77.74 22.26 83.34 16.66 
Head - Manufacturing industries 89.83 10.17 88.32 11.68 
Spouse - Manufacturing industries 92.40 7.60 91.41 8.59 
Head - Construction 83.14 16.86 85.95 14.05 
Spouse - Construction 87.66 12.34 88.36 11.64 
Head - Commerce, transport, and communications 89.36 10.64 89.79 10.21 
Spouse - Commerce, transport, and communications 92.70 7.30 89.87 10.13 
Head - Tourism 86.09 13.91 89.35 10.65 
Spouse - Tourism 88.12 11.88 89.11 10.89 
Head - Finance  96.74 3.26 91.47 8.53 
Spouse - Finance  99.08 0.92 93.34 6.66 
Head - Public and social services 94.58 5.42 90.95 9.05 
Spouse - Public and social services 97.58 2.42 93.44 6.56 
Head - Other sectors 87.97 12.03 85.91 14.09 
Spouse - Other sectors 89.42 10.58 89.12 10.88 
     

Regions 

Urban 90.15 9.85 89.68 10.32 
Rural 84.51 15.49 85.03 14.97 
Distrito 87.58 12.42 89.65 10.35 
Valdesia 84.92 15.08 85.59 14.41 
Este 90.02 9.98 84.96 15.04 
Nordeste 88.67 11.33 89.28 10.72 
Cibao 91.85 8.15 88.63 11.37 
Norcentral 92.18 7.82 89.89 10.11 
Noroeste 88.85 11.15 88.27 11.73 
Valle 83.56 16.44 84.07 15.93 
Enriquillo 76.45 23.55 82.51 17.49 

Total  87.98 12.02 88.06 11.94 

Source: Own estimates based on the 2004 ENCOVI. 

 



 244 

 
Table A.2.3.2: Undocumented Population Profile for the DR 

(Individual Characteristics) 
 

  Population below 15 Population over 16 

  Documented Undocumented Documented Undocumented 

Demographic characteristics 

Male 88.00 12.00 87.34 12.66 

Female 87.96 12.04 88.77 11.23 

Married 95.12 4.88 94.14 5.86 

Single 87.85 12.15 69.87 30.13 

Age 8.04 5.04 39.65 25.71 

     

Human capital 

Primary incomplete 87.43 12.57 85.07 14.93 

Primary complete 99.73 0.27 87.23 12.77 

Secondary incomplete 99.40 0.60 82.27 17.73 

Secondary complete . . 97.44 2.56 

University incomplete . . 99.08 0.92 

University complete . . 99.08 0.92 

     

Labor status 

Unemployed 100.00 . 87.30 12.70 

Out of labor force 87.72 12.28 82.21 17.79 

Employer 100.00 . 96.03 3.97 

Self-employed 87.64 12.36 91.68 8.32 

Small salary worker 93.99 6.01 88.24 11.76 

Big salary worker 92.09 7.91 94.86 5.14 

Family worker 95.14 4.86 79.13 20.87 

     

Primary activities 88.90 11.10 84.89 15.11 

Manufacturing industry 89.91 10.09 92.97 7.03 

Construction 100.00 . 87.93 12.07 

Commerce, transport, and communications 97.61 2.39 93.77 6.23 

Tourism 100.00 . 93.90 6.10 

Finance 100.00 . 96.72 3.28 

Public and social services 100.00 . 97.73 2.27 

Other sectors 87.21 12.79 91.02 8.98 

Total 87.98 12.02 88.06 11.94 

Source: Own estimates based on the 2004 ENCOVI. 
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Table A.2.3.3: Subjective Poverty Lines by Regions  

(Based on the Most Reported Minimum Necessary Income to Live) 
 

 Region 
Minimum income 

value 
 

 Distrito Nacional 2,696.43  

 Valdesia 2,008.53  

 Este 2,589.29  

 Nordeste 2,187.59  

 Cibao Central 2,260.71  

 Norcentral 2,539.29  

 Noroeste 2,441.33  

 El Valle 1,716.84  

 Enriquillo 1,721.60  

 Average 2,240.18  

 

Note: The value of the subjective poverty lines is 
calculated as the maximum value of the density 
function of the minimum reported necessary 
income to live. 

Source: Own estimates based on the 2004 
ENCOVI. 
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Table A.2.3.4: Self-Rated and Income Poverty Profiles for the DR 

(Head of Household and Regional Characteristics) 
 

 Objective Self-rated Minimum income 

  Non-poor Poor Non-poor Poor Non-poor Poor  

Demographic characteristics 

Male 65.35 34.65 67.19 32.81 59.55 40.45 

Female 67.62 32.38 62.71 37.29 60.65 39.35 

Married 64.37 35.63 67.82 32.18 58.39 41.61 

Single 87.98 12.02 72.62 27.38 82.57 17.43 

Human capital  

Primary incomplete  56.91 43.09 60.60 39.40 50.88 49.12 

Primary complete  68.77 31.23 66.08 33.92 59.98 40.02 

Secondary incomplete  70.24 29.76 68.15 31.85 63.28 36.72 

Secondary complete 83.37 16.63 75.36 24.64 78.09 21.91 

University incomplete  86.51 13.49 79.20 20.80 81.46 18.54 

University complete  94.12 5.88 83.80 16.20 92.27 7.73 

Labor status 

Unemployed 45.21 54.79 52.24 47.76 38.66 61.34 

Inactive 63.43 36.57 62.20 37.80 56.36 43.64 

Employer 84.18 15.82 82.43 17.57 82.37 17.63 

Self-employed 65.34 34.66 65.65 34.35 60.92 39.08 

Small salary worker 60.18 39.82 68.20 31.80 52.34 47.66 

Big salary worker 71.77 28.23 67.68 32.32 64.06 35.94 

       

Primary activities 49.90 50.10 64.12 35.88 48.23 51.77 

Manufacturing industries 68.04 31.96 68.72 31.28 59.94 40.06 

Construction 65.80 34.20 63.62 36.38 59.23 40.77 
Commerce, transport, and 
communications 75.26 24.74 68.71 31.29 69.55 30.45 

Tourism 78.46 21.54 71.78 28.22 69.26 30.74 

Finance  90.31 9.69 75.90 24.10 88.06 11.94 

Public and social services 77.14 22.86 70.71 29.29 72.06 27.94 

Other sectors 62.97 37.03 63.81 36.19 52.47 47.53 

Regions 

Urban 71.00 29.00 68.41 31.59 64.27 35.73 

Rural 57.22 42.78 61.34 38.66 52.08 47.92 

Distrito 74.74 25.26 64.73 35.27 63.89 36.11 

Valdesia 54.83 45.17 63.49 36.51 56.68 43.32 

Este 68.49 31.51 67.01 32.99 58.79 41.21 

Nordeste 68.75 31.25 65.16 34.84 65.64 34.36 

Cibao 62.11 37.89 64.92 35.08 57.21 42.79 

Norcentral 72.64 27.36 71.56 28.44 62.48 37.52 

Noroeste 59.08 40.92 71.76 28.24 52.94 47.06 

Valle 37.69 62.31 58.90 41.10 46.18 53.82 

Enriquillo 44.28 55.72 60.73 39.27 51.09 48.91 

Total  66.03 33.97 65.86 34.14 59.88 40.12 

Source: Own estimates based on the 2004 ENCOVI. 
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Figure A.2.3.1: Self-Rated and Income Poverty Profiles for the DR 

(Head of Household and Regional Characteristics) 
 

(a) Head of household’s demographic characteristics (b) Head of household’s human capital 
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(c) Head of household’s labor status (d) Head of household’s sector of activity 
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(e) Regions (f) Household’s characteristics 
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Note: The horizontal thin line represents the poverty incidence based on the minimum necessary income (40.12 percent); the dashed 
line stands for the proportion of individuals that self-rate as poor (34.14 percent); and the thick line is the objective poverty 
incidence based on the traditional poverty line (33.97 percent). 
Source: Own estimates based on the 2004 ENCOVI. 
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 Table A.2.3.5: Determinants of Income and Self-Rated Poverty in the DR 
(Probit Estimates, Head of Household, Base Model) 

 

 Marginal effects Normalized coefficients 

 Objective Self-rated 
Minimum 

income 
Objective Self-rated 

Minimum 
income 

Male 0.0380** -0.0030 0.0433** 0.0421 -0.0062 0.0474 

Age -0.0048*** 0.0005 -0.0051*** -0.0052 0.0011 -0.0056 

Household size 0.0618*** -0.0006 0.0687*** 0.0677 -0.0013 0.0747 

Married -0.0260 -0.0784*** -0.0328 -0.0282 -0.1581 -0.0354 

Single -0.1866*** -0.0990*** -0.2047*** -0.2564 -0.2184 -0.2594 

Primary complete -0.0937*** -0.0334* -0.0868*** -0.1096 -0.0697 -0.0978 

Secondary incomplete -0.0969*** -0.0423** -0.1216*** -0.1137 -0.0887 -0.1396 

Secondary complete -0.1764*** -0.1142*** -0.2102*** -0.2279 -0.2518 -0.2597 

University incomplete -0.2122*** -0.1491*** -0.2452*** -0.3048 -0.3448 -0.3257 

University complete -0.2886*** -0.2016*** -0.3545*** -0.4932 -0.4904 -0.5671 

Unemployed 0.1886*** 0.1899*** 0.1740*** 0.1891 0.3668 0.1820 

Out of labor force 0.0436* 0.0512* 0.0440 0.0470 0.1039 0.0474 

Employer -0.2029*** -0.1178*** -0.2547*** -0.2868 -0.2641 -0.3447 

Self-employed -0.0920*** 0.0321 -0.1161*** -0.1032 0.0657 -0.1288 

Family worker -0.1851*** -0.0040 -0.2376*** -0.2577 -0.0082 -0.3194 

Big salary worker -0.0609*** 0.0553** -0.0578** -0.0684 0.1121 -0.0637 

Rural 0.0589*** 0.0471*** 0.0664*** 0.0638 0.0962 0.0717 

Distrito 0.0145 0.1002*** 0.0361* 0.0158 0.2025 0.0390 

Valdesia 0.1533*** 0.0590** 0.0103 0.1571 0.1184 0.0111 

Este 0.0501** 0.0475** 0.0405 0.0533 0.0958 0.0435 

Nordeste 0.0517** 0.0611** -0.0334 0.0549 0.1224 -0.0368 

Cibao 0.1012*** 0.0610** 0.0371 0.1051 0.1222 0.0399 

Noroeste 0.1486*** -0.0147 0.1000*** 0.1512 -0.0304 0.1057 

Valle 0.3311*** 0.1035*** 0.1113*** 0.3284 0.2042 0.1174 

Enriquillo 0.2451*** 0.0893*** 0.0399 0.2436 0.1767 0.0428 

Number of people abroad -0.1403*** -0.0707*** -0.1467*** -0.1536 -0.1452 -0.1594 

Average household's undocumented 0.2093*** 0.1206*** 0.2228*** 0.2292 0.2478 0.2422 

Constant . . . -0.6627 -0.5216 -0.3405 

Observations 9412 9317 9412 9412 9317 9412 

Note: *Significant at 1%; ** significant at 5%; ***significant at 10%. 
Source: Own estimates based on the 2004 ENCOVI.  
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 Table A.2.3.6: Determinants of Income and Self-Rated Poverty in the DR 
(Marginal Effects from Probit Estimates, Head of Household, Expanded Models) 

 
 (1) (2) (3) 

 Objective Self-rated 
Minimum 

income 
Objective Self-rated 

Minimum 
income 

Self-rated 

Male 0.0176 -0.0246 0.0218 -0.0072 -0.0274 -0.0010 0.0000 
Age -0.0016*** 0.0026*** -0.0016*** -0.0052*** 0.0007 -0.0060*** 0.0009* 
Household size 0.0520*** -0.0017 0.0602*** 0.0668*** 0.0040 0.0750*** -0.0050 
Married -0.0135 -0.0658*** -0.0183 -0.0248 -0.1082*** -0.0372 -0.0815*** 
Single -0.1643*** -0.0772* -0.1828*** -0.1869*** -0.0926* -0.2145*** -0.0849** 
Primary complete -0.0589*** 0.0030 -0.0409* -0.0770*** -0.0409** -0.0687*** -0.0260 
Secondary incomplete -0.0411** 0.0086 -0.0588*** -0.0770*** -0.0450** -0.1068*** -0.0347* 
Secondary complete -0.0949*** -0.0384 -0.1128*** -0.1562*** -0.1264*** -0.1771*** -0.0946*** 
University incomplete -0.1105*** -0.0509 -0.1195*** -0.2017*** -0.1594*** -0.2447*** -0.1293*** 
University complete -0.1951*** -0.0860*** -0.2450*** -0.2693*** -0.2056*** -0.3296*** -0.1595*** 
Unemployed 0.1904*** 0.1881*** 0.1659*** . . . 0.1836*** 
Out of labor force 0.0640** 0.0618** 0.0684** . . . 0.0536** 
Employer -0.1650*** -0.0854** -0.2198*** -0.1869*** -0.1029*** -0.2305*** -0.0978*** 
Self-employed -0.0839*** 0.0415* -0.1086*** -0.0643*** 0.0354 -0.0782*** 0.0448* 
Family worker -0.1678*** 0.0475 -0.2227*** -0.1584*** -0.0102 -0.2013*** 0.0041 
Big salary worker -0.0549** 0.0666** -0.0491** -0.0429* 0.0699*** -0.0275 0.0592** 
Rural -0.0075 -0.0015 -0.0029 0.0456*** 0.0606*** 0.0597*** 0.0429*** 
Distrito 0.0185 0.1143*** 0.0428* 0.0283 0.0900*** 0.0643** 0.1038*** 
Valdesia 0.1070*** 0.0236 -0.0430* 0.1155*** 0.0512* -0.0094 0.0536** 
Este -0.0052 0.0172 -0.0136 0.0489* 0.0366 0.0665** 0.0465** 
Nordeste 0.0059 0.0287 -0.0850*** 0.0550* 0.0571** -0.0209 0.0587** 
Cibao 0.0665** 0.0304 -0.0024 0.1138*** 0.0411 0.0582* 0.0563** 
Noroeste 0.0989*** -0.0501** 0.0442 0.1243*** -0.0366 0.0947*** -0.0175 
Valle 0.2379*** 0.0371 0.0039 0.3140*** 0.1169*** 0.0960*** 0.0895*** 
Enriquillo 0.1307*** 0.0201 -0.0819*** 0.2276*** 0.0625* 0.0331 0.0772*** 
Number of people abroad -0.0816*** -0.0404** -0.0927*** -0.1564*** -0.0446** -0.1648*** -0.0613*** 
Average household’s undocumented 0.0907*** 0.0403 0.1000*** 0.2086*** 0.1535*** 0.2113*** 0.1104*** 
Owner -0.0774*** -0.0529*** -0.0825*** . . . . 
Precarious floors 0.0320 0.0625*** 0.0607** . . . . 
Precarious walls 0.0701*** 0.0134 0.0770*** . . . . 
Precarious roof 0.0734*** 0.0468*** 0.0811*** . . . . 
Number of rooms / household size -0.2420*** -0.0622*** -0.2406*** . . . . 
Drinking water -0.0324** -0.0503*** -0.0412*** . . . . 
Bathroom -0.0617*** -0.0371** -0.0736*** . . . . 
Telephone -0.1258*** -0.1010*** -0.1329*** . . . . 
Access to highways -0.0456*** -0.0433*** -0.0623*** . . . . 
Garbage elimination service -0.0167 -0.0047 -0.0012 . . . . 
Household's per-capita income . . . . . . -0.0000*** 
Manufacturing industries . . . -0.0349 0.0038 -0.0490* . 
Construction . . . -0.0841*** 0.0482* -0.0930*** . 
Commerce, transport, and 
communication 

. . . -0.1248*** 0.0169 -0.1458*** . 

Tourism . . . -0.1156*** -0.0293 -0.1254*** . 
Finance . . . -0.1727*** 0.0266 -0.2330*** . 
Public and social services . . . -0.0710** 0.0163 -0.0934*** . 
Other sectors . . . -0.0287 0.0092 -0.0103 . 
Observations 9204 9113 9204 6813 6755 6813 9317 

Note: *Significant at 1%; ** significant at 5%; ***significant at 10%. 
Source: Own estimates based on the 2004 ENCOVI. 
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 Table A.2.3.7: Determinants of Income and Self-Rated Poverty in Dominican Republic 

(Probit Estimates, Head of Household and Spouse, Base Model) 
 

 Marginal effects Normalized coefficients 

 Objective Self-rated 
Minimum 

income 
Objective Self-rated 

Minimum 
income 

Head - Male 0.012 -0.0224 0.0343 0.0122 -0.0428 0.0358 
Head - Age -0.0024** 0.0018* -0.0016 -0.0025 0.0036 -0.0016 
Spouse - Age -0.0048*** -0.0013 -0.0066*** -0.0049 -0.0025 -0.0068 
Household size 0.0676*** -0.003 0.0737*** 0.0679 -0.0059 0.0760 
Head - Primary complete -0.0782*** -0.0165 -0.0539** -0.0828 -0.0322 -0.0566 
Head - Secondary incomplete -0.0501** -0.0046 -0.0804*** -0.0520 -0.0089 -0.0853 
Head - Secondary complete -0.1032*** -0.0851*** -0.1435*** -0.1121 -0.1739 -0.1583 
Head - University incomplete -0.1510*** -0.1434*** -0.1783*** -0.1766 -0.3148 -0.2052 
Head - University complete -0.2606*** -0.1409*** -0.2989*** -0.3660 -0.3047 -0.3915 
Spouse - Primary complete -0.1156*** -0.0229 -0.1255*** -0.1266 -0.0448 -0.1365 
Spouse - Secondary incomplete -0.1266*** -0.022 -0.1283*** -0.1393 -0.0430 -0.1394 
Spouse - Secondary complete -0.1225*** -0.1103*** -0.1360*** -0.1356 -0.2300 -0.1494 
Spouse - University incomplete -0.2123*** -0.0531 -0.2211*** -0.2733 -0.1063 -0.2645 
Spouse - University complete -0.2209*** -0.1023*** -0.2985*** -0.2847 -0.2129 -0.3919 
Head - Unemployed 0.3333*** 0.2068*** 0.2830*** 0.3043 0.3699 0.2854 
Spouse - Unemployed 0.2737*** 0.2073*** 0.2592*** 0.2499 0.3708 0.2603 
Head - Inactive 0.1280*** 0.0972*** 0.1337*** 0.1224 0.1810 0.1346 
Spouse - Inactive 0.1126*** 0.0234 0.1216*** 0.1143 0.0453 0.1263 
Head - Employer -0.2013*** -0.1284*** -0.2578*** -0.2556 -0.2765 -0.3250 
Spouse - Employer -0.0932 -0.0285 -0.1277 -0.1020 -0.0561 -0.1416 
Head - Self-employed -0.0735*** 0.0261 -0.1114*** -0.0747 0.0504 -0.1162 
Spouse - Self-employed -0.0733** -0.0091 -0.0527 -0.0768 -0.0176 -0.0552 
Head - Family worker -0.1378 0.031 -0.1924** -0.1602 0.0587 -0.2273 
Spouse - Family worker 0.0141 -0.0179 -0.0166 0.0141 -0.0350 -0.0172 
Head - Big salary worker -0.0338 0.0417 -0.0381 -0.0343 0.0796 -0.0396 
Spouse - Big salary worker -0.0937*** -0.002 -0.0671* -0.0997 -0.0039 -0.0707 
Rural 0.0529*** 0.0405** 0.0588*** 0.0527 0.0778 0.0604 
Distrito 0.0352 0.0978*** 0.0539* 0.0350 0.1849 0.0552 
Valdesia 0.1490*** 0.034 0.0006 0.1409 0.0646 0.0006 
Este 0.0241 0.046 0.0266 0.0239 0.0870 0.0273 
Nordeste 0.0606* 0.0706** -0.0336 0.0590 0.1319 -0.0351 
Cibao 0.1359*** 0.0582* 0.0699** 0.1285 0.1093 0.0708 
Noroeste 0.1652*** -0.0288 0.1145*** 0.1540 -0.0566 0.1148 
Valle 0.3559*** 0.1070*** 0.1142*** 0.3267 0.1971 0.1147 
Enriquillo 0.2806*** 0.0924*** 0.0445 0.2566 0.1706 0.0452 
People abroad -0.1267*** -0.0570** -0.1307*** -0.1273 -0.1102 -0.1348 
Average HH's undocumented 0.1839*** 0.1588*** 0.1784*** 0.1848 0.3068 0.1839 
Constant    -0.6406 -0.6901 -0.3026 
Observations 5675 5640 5675 5675 5640 5675 

Note: *Significant at 1%; ** significant at 5%; ***significant at 10%. 
Source: Own estimates based on the 2004 ENCOVI. 
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ANNEX 2.4: THE ICV AND INCOME POVERTY MAPS: COMPLEMENTARITIES AND DIFFERENCES 

Poverty maps are important instruments to target pro-poor public policies. In this Annex we 
explain the rationale behind the development of an income poverty map, as a complement to the 
official Living Standards Index (Índice de Condiciones de Vida - ICV) map, which is the result 
of an important effort the Government of the Dominican Republic has undertaken in the past two 
years. We also discuss the methodology behind the estimation of the two maps and the 
complementarities and differences between the two targeting tools.  

The official ICV poverty map is capturing households’ welfare dimensions which are more 
related with access to basic services and dwellings’ conditions. The income poverty map 
captures households’ welfare dimensions related with income generation and consumption 
capacity, therefore it is based on a welfare indicator which is more sensitive to economic cycle 
fluctuations. Additionally, the income poverty map is better suited than the current ICV poverty 
map to study the geographical distribution of poverty measures such as poverty gap and severity 
and inequality measures.1 The income and the ICV poverty maps are therefore complementary 
targeting tools. The use of one rather than the other, or a combination of the two would depend 
on the type of targeted intervention/program considered, as discussed in Chapter 2.          

Income poverty map 

The methodology used to estimate the income poverty map can be summarized in four steps. 
First, a model2 that predicts households’ per capita income is estimated by using the information 
contained in the ENCOVI 2004 and selecting a set of explanatory variables contained in both the 
ENCOVI and the 2002 National Census of Population and Dwellings. Among the regressors we 
include: (a) location variables such as regional dummies; (b) households’ demographic 
composition and characteristics (among others: number of households’ members, gender of the 
head of the household, whether a household is single-headed, whether household members reside 
abroad); (c) households’ human capital characteristics (for example years of schooling and 
literacy of different household members); (d) dwelling’s characteristics; (e) households’ asset 
ownership (among others: car, air conditioning, television); (f) access to basic services; and (g) 
employment situation and job characteristics of household members. The model is developed for 
prediction purposes only and underlying behavioral patterns cannot be identified. 3 Two 
regressions are estimated, one for the urban sub-sample and one for the rural sub-sample of the 
ENCOVI. Second, the coefficients of the estimated model (see A.2.4.4) are applied to the 
information of the 2002 Census to predict households’ per capita income. Third, given the 
monthly per capita extreme poverty (RD$2082) and poverty (RD$1069) lines estimated from 
ENCOVI, and  households’ predicted per capita income poverty and inequality measures can be 
estimated for different geographical areas (municipalities, provinces, regions).  

 

1 The same would be true with an expenditure based poverty map. 
2 Using as dependent variable the logarithm of household’s per capita income 
3 Using step-wise elimination of regressors with replacement, an iterative process removes insignificant explanatory 
factors keeping only those that are significant at a predetermined cut-off significance level (95%). The methodology 
is sensitive to nonnormality and heteroskedasticity, so appropriate tests need to be implemented. See Elbers et al. 
(2003) 
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ICV Poverty Map 

The ICV poverty map is built on a welfare indicator which is a re-scaled linear combination of 
17 socio-demographic variables presented in Box A.2.4.1. These variables are contained in both 
the 2002 Census and the Demographic and Health Survey (DHS) 2002.  
 

Box A.2.4.1: ICV Poverty Map Variables  

• floor material of the dwelling 
• walls materials 
• ceiling material 
• number of person per room 
• access to water (type) 
• access to sewerage system (type) 
• dwelling illumination system 
• access to garbage elimination system (type) 
• cooking fuel (type) 
• dwelling type 
• dwelling equipment (i.e. available assets) 
• years of education of the head of household 
• average years of education of the household (including only adults 15 year old and older) 
• percentage of household members 5 years old or younger 
• percentage of household members 15 years old or older who are employed 
• school assistance of 6-14 year old children 
• gender of the head of household 

 

The methodology used to estimate the ICV index (see Box A.2.4.2) constrains the index to take 
values between 0 and 100. Higher standards of living are associated to higher ICV values. In 
order to classify each household according to its poverty status, the official poverty map defines 
cut off points on the ICV index scale (see Table A.2.4.1).4 

 

4 When the previous poverty map was estimated in 1997 cut off points were generated endogenously by k-mean 
cluster analysis. For the updated ICV poverty map cut off points were determined by applying the 1997 ICV weights 
to the DHS 2002 observations and calibrating the cut off points in such a way that the distribution of DHS 2002 
households across each of the four ICV welfare categories (poverty-I; poverty-II, non-poor III; non-poor IV) 
coincided with the distribution obtained in 1997 for urban and rural areas. However, since cut off points were not 
determined endogenously, there is no assurance that the ICV methodology identifies poverty groups who are really 
homogeneous. 
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The ICV model was then applied to the 2002 Census observations to estimate an ICV value for 
each household (and each individual within a household) who is then classified in one of the four 
welfare categories. Poverty estimates for different geographical areas are then obtained from the 
ICV distribution in those specific areas. 

There are important 
methodological 
differences between the 
ICV and the income 
poverty map. First, as 
briefly described above, 
the methodology applied 
to estimate the ICV 
poverty map is based on a 
re-coding and re-weighting of the original variables, censoring the ICV welfare index to take a 
value within a close interval 0 to 100. As a result, the ICV map cannot be used to either analyze 
differences in the distribution of poverty gap/severity and inequality measures across 
geographical areas or to assess the association of these measures with other welfare measures. 
On the contrary, the estimated households’ per capita income takes value within an open interval 
and its distribution is not “censored” at the tails. Therefore the income poverty map represents an 
important analytical tool that can be used to analyze differences in the distribution of poverty 
gap/severity and inequality measures, thus complementing the analysis on the geographical 
distribution of poverty headcounts (FGT0) provided by the ICV poverty map.  

SIUBEN-ICV and Income-PMT weights 

The ICV welfare index gives a high weight to variables related with dwellings’ physical 
characteristics and equipment and access to basic services (60 percent). Human capital variables 
and households’ demographic and employment status weigh respectively 30 and 10 percent (see 

Box A.2.4.2: ICV Index Estimation Methodology 

The ICV model was estimated from DHS 2002 data by: 

• re-coding the 17 selected variables according to an ordinal scale. For each re-coded variable, the 
minimum value, which is 0, corresponds to the category most highly correlated with the lowest standards 
of living, the highest value corresponds to the category most highly correlated with the highest standard of 
living. 

• transforming categorical into continuous variable by qualitative principal components method and re-
scaling their values such that 0 is the minimum and 100 the maximum. 

• extracting, from the set of re-scaled selected variable, four factors for the urban area and four factors for 
rural area by means of factorial analysis. Each factor is a linear combination of the re-scaled selected 
variables the weights of which are estimated by principal components methods. 

• estimating by principal components methods the weights of the four factors, the linear combination of 
which represents the ICV. Two set of weights are estimated: one for rural and one for urban areas. 

• transforming all the weights (of the re-scaled selected variables’ and factors’ linear combinations) so that 
final weights sum up to 1. 

Table A.2.4.1: ICV Cut Off Points 
 

ICV Category Urban Rural 

ICV-I equivalent to extreme poverty 0.0 – 43.0 0.0 – 32.0 

ICV-II equivalent to poverty  43.0 – 58.5 32.3 – 52.5 

ICV-III Non poor 58.5 – 75.8 52.5 – 73.9 

ICV-IV Non poor 75.8 – 100.0 73.9 - 100 

Source: Morrillo, Guerrero and Alcántara (2004) 
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Table A.2.4.2). In the income poverty map model, the variance decomposition of households’ 
estimated income shows that variables related with dwellings’ physical characteristics and 
equipment and access to basic services account for only 26 percent of the overall variance (see 
Table A.2.4.3). A much bigger share (45 per cent) is accounted for by households’ demographic 
variables, while human capital and employment variables account jointly for 26 percent of the 
total variance.  

 

Table A.2.4.2: Variance Decomposition Household’s Estimated Income Per Capita 

Source:  Own estimates based on the 2002 Census and 2004 ENCOVI 

 

Table A.2.4.3: SIUBEN-ICV Final Weights by Geographical Area 

 
 

Source:  Own estimates from SIUBEN-ICV formula  

  Urban Rural 

Floor’s main material 2.9 4.9 
Walls’ main material  4.0 5.7 
Roof’s main material 4.5 6.1 
Type of dwelling 3.2 3.5 
Crowding  3.1 3.9 

Dwelling 
characteristics 

Equipment  4.1 8.3 
Water supply system  3.9 5.3 
Sewerage elimination system 4.7 6.3 
Garbage elimination system  2.6 6.4 
Type of lighting  11.0 8.2 

Basic Services 

Cooking fuel  11.0 8.2 
Years of education members older than 15 13.7 13.1 
Household head’s years of education 13.7 13.1 Human capital 
School assistance children age 6-14 3.8 4.2 
Gender of the head of household 2.4 0.0 Household 

composition Proportion of children younger than 5 5.1 0.0 

Employment 
Share of household’s members older than 
15 who are employed 

6.0 2.9 

Total   100.0 100.0 
 

 Urban Rural Total 
Regional dummies 5.4 6.4 5.7 
Human capital 15.6 17.4 16.2 
Household composition  8.8 11.8 9.8 
Dwelling characteristics  9.7 7.9 9.1 
Equipment  20.5 16.7 19.2 
Basic Services  14.3 13.4 14.0 
Employment and job characteristics  25.5 26.4 25.8 
Total 100.0 100.0 100.0 
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Estimation Results of the Income Poverty Map Model 

Table A.2.4.4: Income PMT (All variables contained in ENCOVI)  
the full set of variables contained in the 2004 ENCOVI are used as regressors 

Urban Area Rural Area 
Independent variables 

Coeff. t Sig. Coeff t Sig. 
Geographical dummies (regions)     
Valdesia   -0.085 -2.702 0.007
East 0.119 4.382 0.000 0.095 2.347 0.019
North-Central 0.057 2.134 0.033   
del Valle -0.236 -6.277 0.000 -0.211 -5.794 0.000
Enriquillo -0.117 -3.310 0.001   
Human capital     
Household heads’ years of education   0.019 6.115 0.000
Household heads’ years of education (square) 0.001 9.954 0.000   
Spouse’s years of education 0.000 2.622 0.009 0.003 3.540 0.000
Spouse’s years of education (cubic)   0.000 -2.585 0.010
Years of education of household’s members older than 18 (square) 0.000 2.209 0.027   
Years of education of household’s members older than 18 (cubic)   0.000 2.077 0.038
# of members age 15-18 attending school -0.075 -3.619 0.000   
# of members age 15-18 attending school (square)     
# of literate members of the households older than 14 0.042 2.865 0.004 0.058 3.904 0.000
# of literate members of the households older than 14 (square)     
Log of spouse’s age -0.031 -3.608 0.000 -0.047 -4.992 0.000
Head of household is a migrant (relative to his/her birthplace) -0.055 -2.973 0.003   
Head of household migrated relative to five years ago 0.081 2.342 0.019   
Household composition     
Log number of household’s members -1.006 -24.254 0.000 -0.872 -24.611 0.000
Head of household’s gender 0.054 2.093 0.036   
Household’s members residing abroad (yes=1; no=0) 0.293 9.981 0.000 0.356 8.127 0.000
# of household’s members age 25-44 0.026 2.043 0.041   
# of head of household’s siblings -0.037 -3.593 0.000 -0.041 -3.615 0.000
Household type (1=single-headed, 0=otherwise)   -0.131 -3.258 0.001
Dwelling characteristics     
on an unpaved street or road (1=yes, 0= otherwise) 0.083 4.232 0.000   
# of household’s members per room 0.074 2.916 0.004   
# of rooms 0.168 4.280 0.000   
# of rooms (square) -0.008 -2.013 0.044 0.011 6.724 0.000
Dwelling is rented (1=yes, 0=otherwise) -0.127 -5.816 0.000   
Dwelling is owned and paid off (1=yes,  0=otherwise)   0.068 2.653 0.008
Walls are “bloques” or cement (1=yes, 0=otherwise) 0.067 2.782 0.005   
 Roof made of “concreto” (1=yes, 0= otherwise)   0.092 2.597 0.009
 Roof made of zinc (1=yes, 0= otherwise) -0.055 -2.265 0.024   
Floor made of granite, marble, ceramic (1=yes, 0= otherwise) 0.130 2.992 0.003   
Apartment (1=yes, 0= otherwise) 0.089 2.557 0.011   
Equipment     
Car (1=yes, 0=no) 0.186 6.789 0.000 0.279 6.921 0.000
Air conditioning (1=yes, 0=no) 0.233 4.829 0.000 0.308 2.844 0.004
Electric generator (1=yes, 0=no) 0.167 4.756 0.000 0.272 4.947 0.000
Water cistern (1=yes, 0=no) 0.108 2.997 0.003   
Radio or stereo (1=yes, 0=no) 0.069 3.434 0.001   
Internet (1=yes, 0=no) 0.159 2.726 0.006   
Washing machine (1=yes, 0=no) 0.057 2.449 0.014 0.122 4.550 0.000
Heater (1=yes, 0=no)     
TV (1=yes, 0=no) 0.076 2.702 0.007 0.049 1.817 0.069
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Table A.2.4.4: Income PMT (All variables contained in ENCOVI)  
the full set of variables contained in the 2004 ENCOVI are used as regressors 

(Continued) 

Basic Services      
 sanitario de arrastre privado (1=yes, 0=otherwise) 0.139 4.897 0.000 0.132 3.607 0.000
sanitario de inodoro de arrastre compartido (1=yes, 0=otherwise) 0.140 3.543 0.000 0.209 2.839 0.005
sanitario de foso, letrina privada  (1=yes, 0=otherwise)   0.056 2.069 0.039
sanitario de foso, letrina compartida  (1=yes, 0=otherwise) 0.085 2.472 0.013   
Public water connection inside the dwelling  (1=yes, 0=otherwise) 0.051 2.457 0.014   
Public water connection outside the dwelling (1=yes, 0=otherwise)   -0.091 -3.752 0.000
agua de remanantial, río, arroyo  (1=yes, 0=otherwise)   -0.107 -3.269 0.001
Lighting (1=electricity connection, 0= otherwise) 0.179 2.417 0.016   
Garbage collection (1=by the municipality, 0= otherwise) 0.046 2.070 0.039   
Garbage elimination (1=burning, 0= otherwise)   0.069 3.125 0.002
Telephone service connection (1=yes, 0=no) 0.137 6.194 0.000 0.091 3.278 0.001
Employment and job characteristics     
Head of household employed (1=yes, 0=no) 0.188 7.455 0.000 0.239 7.786 0.000
Spouse employed (1= yes, 0=no) 0.252 10.493 0.000 0.237 8.211 0.000
# of household’s members employed  0.208 12.687 0.000 0.275 7.716 0.000
 # of household’s members employed (square)   -0.027 -2.290 0.022
Head of household is a salaried worker (1=yes, 0=no) 0.118 3.583 0.000 0.091 2.233 0.026
Head of household is an employer (1=yes, 0=no) 0.428 6.680 0.000 0.408 5.638 0.000
Head of household is self-employed (1=yes, 0=no) 0.209 6.132 0.000 0.147 3.778 0.000
Head of household is a domestic worker (1=yes, 0=no)     
Head works in food processing, textiles and shoe industry (yes=1)   -0.179 -4.167 0.000
Head works in other industry (1=yes, 0=no) 0.133 3.171 0.002   
Head works in the water and electricity and construction sectors 0.087 2.513 0.012 0.264 6.243 0.000
Head works in the retail sector, restaurants, hotels  (1=yes, 0=no) 0.109 4.044 0.000 0.089 2.846 0.004
Head works in transport, communication, finance (1=yes, 0=no) 0.136 4.015 0.000   
Head is director or manager (1=yes, 0=no)   0.236 2.596 0.009
Head is a professional or a specialist (1=yes, 0=no)     
Head is a service personnel or seller (1=yes, 0=no) -0.097 -3.383 0.001   
Head works as a handworker, apprentice (1=yes, 0=no) -0.100 -3.704 0.000 -0.176 -5.813 0.000
Head works in a firm with less than 6 employees (1=yes, 0=no) -0.066 -1.970 0.049   
Head is affiliated to social security (1=yes, 0=no) 0.059 2.547 0.011 0.108 3.364 0.001
(Constant) 7.638 67.469 0.000 8.127 174.176 0.000
Number of significative variables 55    42   
R2 0.528  0.507  
Number of observations 5834    3991   

Source:  Own estimates based on the 2004 ENCOVI
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Income Poverty Map Outcomes  

 

Table A.2.4.5 Decomposition of Inequality Indicators 

 
 

Between-groups (%) Within-groups (%) Decomposition 
level 

# of sub-
groups GE0 GE1 GE2 GE0 GE1 GE2 

Country 0.0 0.0 0.0 100.0 100.0 100.0 0.0 
Region 11.5 18.9 52.1 88.5 81.1 47.9 11.5

Province 13.8 20.9 52.8 86.2 79.1 47.2 13.8

Municipality 67.4 69.4 84.8 32.6 30.6 15.2 67.4 
Household 100.0 100.0 100.0 0.0 0.0 0.0 100.0

                       Source:  Own calculations based on the 2002 Census and 2004 ENCOVI 
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Figure A.2.4.1 Distribution of Poverty Measures Across Municipalities 
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Figure A.2.4.2 Association Between Inequality and Poverty Measures at the Municipality Level 
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Source:  Authors’ estimates based on the 2002 Census and 2004 ENCOVI 
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Table A.2.4.6: Poverty and Inequality Multinomial Logistic Regression (municipality level) 

 

Note: Low poverty-Low inequality is the comparison group. 
Source:  Authors’ estimates based on the 2002 Census and 2004 ENCOVI 

 

 

Dependent variable (categories) 

High poverty 
& low 

inequality 

High poverty 
& high 

inequality 

Low poverty 
& high 

inequality 

Independent variables 

Exp(B) Sig. Exp(B) Sig. Exp(B) Sig. 

Human Capital             
years of education of households’ heads (average) 0.061 0.005 0.147 0.083 1.223 0.885 
years of education of households’ heads (inequality) 0.510 0.026 0.708 0.314 1.009 0.983 
Literate heads of households (%) 0.551 0.022 0.701 0.222 0.887 0.742 

Household characteristics             
Households with a member living abroad (%) 1.847 0.003 1.836 0.005 2.220 0.000 
Households receiving remittances (%) 0.514 0.000 0.487 0.000 0.475 0.001 

Municipality characteristics             
Urban population (%) 1.066 0.001 1.078 0.000 1.021 0.360 
Population (participation in total) 0.899 0.810 0.736 0.734 0.802 0.448 
Share of Haitians (%) 0.250 0.001 0.477 0.118 0.570 0.381 

Access to basic services             
Households with access to electricity (%) 0.892 0.050 0.810 0.001 0.956 0.632 
Households with no latrines (%) 0.937 0.092 1.056 0.206 0.968 0.591 
Households with telephone service (%) 0.932 0.270 0.936 0.392 1.017 0.874 
Households connected to public water system (%) 1.039 0.029 1.031 0.105 0.972 0.298 
Households using gas for coking purposes (%) 1.134 0.021 1.345 0.000 1.096 0.314 

Labor market characteristics             
Salaried Heads of Households  (%) 1.171 0.069 1.118 0.259 1.067 0.620 
Heads of Households working in agriculture  (%) 1.176 0.056 1.267 0.013 1.153 0.302 
Heads of Households working in firms > 11 
employees (%) 0.615 0.078 0.653 0.186 1.277 0.565 

Number of observations (municipalities) 225 
Pseudo R square (McFadden) 0.484 
Pseudo R square (Cox and Snell) 0.625 
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ANNEX 3.1: DESCRIPTIVE STATISTICS. URBAN LABOR MARKETS 
 

Table  A.3.1.1: Urban Labor Force Participation by Household Income –Men  

 2004 2002 1997 
1 42.1% 42.0% 26.4% 
2 53.5% 36.8% 48.2% 
3 57.8% 51.8% 50.3% 
4 58.6% 52.3% 62.3% 
5 60.8% 60.7% 63.1% 
6 64.7% 61.7% 66.2% 
7 69.5% 69.2% 70.9% 
8 71.5% 71.3% 75.5% 
9 74.9% 76.1% 77.8% 

10 73.4% 73.8% 78.1% 
  

 

 

Table A.3.1.2: Urban Labor Force Participation by Household Income –Women 

 2004 2002 1997
1 31.0% 27.7% 16.7%
2 33.1% 31.1% 19.8%
3 33.5% 31.3% 21.4%
4 38.1% 41.7% 29.0%
5 40.9% 40.6% 27.9%
6 47.5% 41.1% 35.1%
7 48.9% 43.1% 38.8%
8 49.5% 51.3% 37.9%
9 55.0% 51.8% 47.6%

10 54.3% 54.3% 48.1%
  

Note:  1= poorest decile  and 10= richest decile 
Source: Own estimates based on  April 1997, 2002 and 2004 ENFT 
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Table A.3.1.3: Percentage of  Individuals not Looking for a Job that Would Accept a Job  

 Abr-2000 Abr-2001 Abr-2002 Abr-2003 Abr-2004 Octubre-2004

Permanent Disability 16.8 61.6 5.1 13.6 31.0 2.7
Temporary Disability 51.5 47.2 29.3
Age (Too Old) 5.3 15.2 41.1 22.1 27.4
Retiree 31.8 33.2 32.4 68.7 9.6
Retiree-on Pension 31.3 46.9 30.9

Has looked for a job but has not found one 51.9 66.6 69.1 63.3 71.0 59.9
Relatives and friends are looking on her behalf 10.4 5.6 7.5 3.8 4.6 5.3
Waiting for job application results 9.6 4.4 5.4 6.3 5.3 6.8
Does not have enough education or experience 8.5 2.8 2.8 4.8 5.7 4.2
Does not believe that will find a job 16.6 18.0 11.0 20.7 12.9 23.0
Waiting for crop season 2.9 2.7 4.2 1.1 0.7 0.9

Student 24.4 23.3 22.2 34.8 34.6 29.6
Home maker 75.7 75.0 76.0 59.6 58.4 62.4
Does not want to look for a job 1.7 1.8 5.5 7.0 8.1

 

Source: Own estimates based on April 1997, 2002 and 2004 ENFT 
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Table A.3.1.4: Hourly Earnings by Employment Sector and Gender (1997 prices)  

Female Male Female Male Female Male

Agriculture 11.5 15.1 13.0 13.1 6.8 9.3

Manufactures 19.3 23.2 17.5 23.4 12.3 15.1

Construction 40.4 26.9 35.1 27.5 27.1 18.4

Trade 24.0 25.6 20.3 24.4 13.4 15.9

Turism 18.3 24.2 17.5 21.2 11.1 13.6

Financial services 42.9 50.4 37.2 36.9 25.9 25.3

Public services 30.9 31.4 26.6 27.5 17.6 20.7

Others 18.7 31.0 16.8 25.2 9.5 15.4

TOTAL 23.3 24.1 21.0 22.9 13.6 15.4

1997 2002 2004

 

 

 

Table A.3.1.5: Hourly Earnings by Education and Gender (1997 prices)  

Female Male Female Male Female Male

Primary incomplete 16.2 19.2 16.5 17.0 8.5 11.4

Primary complete 19.9 26.5 13.5 19.3 9.8 14.1

Secondary incomplete 17.4 23.4 15.4 21.6 10.3 13.6

Secondary complete 30.2 29.8 18.2 26.1 11.4 16.2

College incomplete 30.6 31.2 21.8 32.0 14.9 19.3

College complete 44.9 60.4 43.8 58.9 28.0 38.9

TOTAL 23.2 24.0 20.8 22.9 13.6 15.4

1997 2002 2004

 

 

Table A.3.1.6: Hourly Earnings by Occupational Category (1997 prices)  

Female Male Female Male Female Male

Self-employed 23.9 26.1 22.2 23.4 16.2 16.5

Wage-earner large 27.8 26.9 24.6 26.4 16.1 16.6

Wage-earner small 25.8 23.7 17.1 19.9 12.7 12.5

Wage-earner micro (*) 13.0 12.4 14.7 13.2 6.7 8.2

TOTAL 23.3 24.1 21.0 22.9 13.6 15.4

1997 2002 2004

 

Source: Own estimates based on  April 1997, 2002, 2004  ENFT 
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ANNEX 3.2: REGRESSION ANALYSIS. URBAN LABOR MARKETS 
 

Table A.3.2.1: Probability of Working as Formal Employee, Informal Employee or Self-Employed- 
Urban Workers  

Results Multinomial Logit Estimation- Relative Risk Ratios (RRR) and Standard Errors  

 
Variables RRR Standard Error RRR Standard Error

Individual Characteristics
Primary Education Complete 1.361 0.192 ** 0.977 0.142

Secondary Education Incomplete 1.252 0.163 * 0.967 0.131
Secondary Education Complete 2.400 0.340 *** 0.991 0.151
Tertiary Education Incomplete 4.592 0.736 *** 1.093 0.194

Tertiary Education Complete 12.374 3.998 *** 3.538 1.187 ***
Age Group 20-29 1.735 0.258 *** 1.462 0.240 **

Age Group 30-39 1.642 0.273 *** 2.149 0.378 ***

Age Group 40-49 1.602 0.290 *** 2.224 0.418 ***
Age Group 50-64 1.819 0.375 *** 3.032 0.633 ***
Attending School 1.017 0.130 0.644 0.095 ***

Male 1.821 0.282 *** 3.805 0.690 ***

Head of Household 1.654 0.310 *** 1.950 0.372 ***

Head of Household* Female 0.533 0.123 *** 0.892 0.216

Married 1.879 0.356 *** 1.959 0.377 ***

Married*Female 0.784 0.179 1.238 0.299
Household Characteristics
Number of Young Children 0.835 0.065 ** 0.811 0.064 ***

Number of Young Children*Female 1.124 0.121 1.258 0.144 **

Number of Elderly 1.050 0.152 1.435 0.206 **

Number of Elderly*Female 0.998 0.205 0.908 0.195

Household Receives Remittances 1.484 0.317 * 2.075 0.451 ***
Precarious Dwelling 0.927 0.090 1.043 0.106
Home Owners 0.855 0.083 1.194 0.123 *
Work Preferences
Voluntarily in Part Time Job 0.700 0.104 ** 1.534 0.227 ***

Migration
Migrant 0.980 0.097 0.954 0.100
Regional Characteristics
Valdesia Region 1.048 0.192 1.212 0.232

Este Region 1.118 0.179 1.171 0.197

Nordeste Region 0.732 0.162 1.416 0.312

Cibao Region 0.690 0.145 * 1.123 0.239

Norcentral Region 1.395 0.175 *** 1.313 0.176 **

Noroeste Region 1.713 0.551 * 2.518 0.811 ***

Del Valle Region 2.627 0.977 *** 4.130 1.516 ***

Enriquillo Region 1.484 0.498 2.618 0.868 ***

Number of Observations 5517
LR Chi2 (64) 1297.68
Pseudo R2 0.1207

***  significant at 1%, ** significant at 5%, * significant at 10%

Formal Employees Self-Employed

 

Note:  Informal employees are the comparison group  
Source: Own estimates based on April  2002  ENFT 
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Table A.3.2.2: Earnings Determinants – Formal Employees, Informal Employees, 
and Self-Employed Urban Workers 

Selectivity Corrected Quantile Regression- Coefficients (Coeff.) and Bootstrap Standard Errors (BSE) 

Quantile 30% 50% 70% 30% 50% 70% 30% 50% 70%

Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff.
BSE BSE BSE BSE BSE BSE BSE BSE BSE

Explanatory Variables

Individual Characteristics

Primary Education Complete 0.07* 0.17*** 0.25*** 0.14* 0.19* 0.30*** 0.07 0.14** 0.17**
[0.042] [0.046] [0.049] [0.080] [0.101] [0.093] [0.072] [0.06] [0.080]

Secondary Education Incomplete 0.21*** 0.30*** 0.37*** 0.27*** 0.37*** 0.45*** 0.16 ** 0.23*** 0.25***
[0.043] [0.043] [0.046] [0.082] [0.084] [0.102] [0.063] [0.064] [0.070]

Secondary Education Complete 0.34*** 0.56*** 0.69*** 0.56*** 0.53*** 0.50*** 0.23 ** 0.30** 0.46***
[0.064] [0.058] [0.072] [0.125] [0.134] [0.147] [0.114] [0.115] [0.124]

Tertiary Education Incomplete 0.75*** 1.08*** 1.31*** 0.68*** 0.54** 0.81*** 0.52 *** 0.69*** 1.00***
[0.082] [0.082] [0.088] [0.188] [0.217] [0.260] [0.154] [0.158] [0.179]

Tertiary Education Complete 1.02*** 1.46*** 1.68*** 1.39*** 1.21** 1.43*** 0.76 *** 0.86*** 1.11***
[0.109] [0.111] [0.106] [0.469] [0.528] [0.544] [0.180] [0.167] [0.273]

Male -0.02 0.03 0.07 -0.11 -0.05 -0.12 0.19 ** 0.22** 0.18*

[0.042] [0.04] [0.049] [0.091] [0.097] [0.115] [0.080] [0.093] [0.095]

Potential Experience 0.03*** 0.03*** 0.03*** 0.01 0.01 0.01 0.01 ** 0.01** 0.02***

[0.004] [0.004] [0.004] [0.008] [0.009] [0.011] [0.007] [0.006] [0.007]

Potential Experience Squared  -0.00***  -0.00***  -0.00***  -0.00* 0.00 0.00 0.00 ***  -0.00**  -0.00**

[0.000] [0.001] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000]

Head of Household 0.09** 0.15*** 0.14*** 0.21* 0.21 0.02 0.10 0.05 0.03

[0.044] [0.043] [0.050] [0.108] [0.143] [0.161] [0.064] [0.069] [0.085]

Head of Household*Female  -0.12*  -0.22***  -0.18** -0.13 -0.12 0.05 0.00 -0.01 -0.16

[0.063] [0.074] [0.085] [0.145] [0.159] [0.180] [0.124] [0.116] [0.137]

Economic Activity

Agriculture 0.32* 0.11 0.29 0.09 0.16 0.23 -0.21 **  -0.27*  -0.40***
[0.177] [0.205] [0.186] [0.235] [0.253] [0.257] [0.096] [0.140] [0.138]

Manufacturing and Mining 0.12* 0.00 0.02 0.32** 0.44*** 0.52*** 0.36 *** 0.27** 0.04

[0.072] [0.071] [0.089] [0.146] [0.167] [0.139] [0.100] [0.117] [0.106]

Construction 0.42*** 0.23** 0.19 0.75* 1.14* 0.68 0.35 *** 0.20* 0.00
[0.113] [0.098] [0.151] [0.434] [0.616] [0.861] [0.081] [0.119] [0.103]

Commerce and Transportation 0.02 -0.07 -0.07 0.08 0.13* 0.20** 0.17 ** 0.08 -0.08
[0.071] [0.072] [0.089] [0.073] [0.075] [0.080] [0.075] [0.105] [0.089]

Hospitality Industry 0.05 -0.06 -0.03 0.14 0.00 0.22 0.38 *** 0.34** 0.11

[0.086] [0.085] [0.092] [0.086] [0.106] [0.158] [0.096] [0.135] [0.104]

Financial Services and Real Estate 0.17* 0.11 0.16 0.07 0.28* 0.48** 0.65 *** 0.52*** 0.29*

[0.086] [0.077] [0.116] [0.113] [0.147] [0.227] [0.113] [0.130] [0.157]

Public Sector and Social Services 0.06 -0.04 -0.07 -0.24 0.04 0.18 0.35 0.49** 0.15

[0.071] [0.072] [0.095] [0.262] [0.261] [0.251] [0.231] [0.201] [0.212]

Free Trade Zone  -0.07*  -0.10**  -0.15*** -0.18  -0.45*  -0.74** 0.95 ** 0.52** 0.07
[0.036] [0.041] [0.043] [0.192] [0.245] [0.296] [0.466] [0.255] [0.101]

Migration

Migrant 0.00  -0.05*  -0.07** 0.00 -0.04 0.04 0.01 0.04 0.00

[0.027] [0.026] [0.033] [0.063] [0.068] [0.083] [0.044] [0.042] [0.050]
Regional Characteristics

Valdesia Region  -0.17***  -0.19***  -0.19*** -0.10 -0.10 -0.13 -0.22 ***  -0.24***  -0.25***
[0.054] [0.044] [0.063] [0.117] [0.110] [0.139] [0.075] [0.087] [0.089]

Este Region  -0.24***  -0.16***  -0.23*** -0.15 -0.13 -0.14 -0.16 ** -0.13 0.01
[0.041] [0.041] [0.059] [0.092] [0.097] [0.095] [0.081] [0.100] [0.105]

Nordeste Region  -0.23**  -0.21**  -0.38***  -0.24**  -0.34***  -0.35** -0.12 -0.11 -0.19

[0.101] [0.096] [0.085] [0.120] [0.126] [0.141] [0.100] [0.106] [0.113]

Cibao Region  -0.26***  -0.30***  -0.31*** -0.33***  -0.36***  -0.43*** -0.16 **  -0.23**  -0.25**

[0.093] [0.064] [0.116] [0.125] [0.122] [0.140] [0.078] [0.092] [0.110]

Norcentral Region  -0.14*** -0.05 -0.10** -0.13  -0.15*  -0.21*** 0.02 -0.05 -0.01
[0.032] [0.037] [0.039] [0.083] [0.078] [0.080] [0.071] [0.061] [0.080]

Noroeste Region -0.11  -0.16***  -0.28***  -0.48* -0.36 -0.58 -0.17 -0.14 -0.12

[0.085] [0.057] [0.069] [0.257] [0.261] [0.402] [0.119] [0.144] [0.121]

Del Valle Region  -0.31***  -0.29***  -0.39*** -0.83***  -0.82***  -1.06*** -0.25 **  -0.38***  -0.40***

[0.096] [0.080] [0.104] [0.250] [0.250] [0.299] [0.108] [0.103] [0.116]

Enriquillo Region  -0.24***  -0.29***  -0.43*** -0.50***  -0.67** -0.31 -0.13 -0.08 -0.06

[0.080] [0.072] [0.095] [0.159] [0.267] [0.297] [0.130] [0.133] [0.112]
Selectivity Correction 

Lambda Formal -Informal  -0.34*** -0.16 -0.10 … … … … … …
[0.109] [0.108] [0.133] … … … … … …

Lambda Formal - Self-Employed 0.14  0.21*  0.26** … … … … … …

[0.105] [0.109] [0.119] … … … … … …

Lambda Informal - Formal … … … -0.44 -0.33  -0.48* … … …
… … … [0.276] [0.249] [0.266] … … …

Lambda Informal- Self-Employed … … …  0.57**  0.51**  0.73*** … … …
… … … [0.252] [0.230] [0.246] … … …

Lambda Self-Employed-Formal … … … … … … 0.33 0.26 -0.12

… … … … … … [0.242] [0.227] [0.284]

Lambda Self-Employed- Informal … … … … … … -0.35 -0.32 0.02

… … … [0.225] [0.2044] [0.2855]

Constant 2.48*** 2.37*** 2.40*** 1.96*** 2.01*** 2.13*** 2.22 *** 2.69*** 3.29***
[0.151] [0.142] [0.171] [0.152] [0.126] [0.152] [0.229] [0.246] [0.254]

Number of Observations

Overall Significance 

Selectivity Joint Significance

Pseudo R2 0.239 0.282 0.303 0.174 0.178 0.201 0.138 0.137 0.135

Bootstrap (300)

Formal Employees Informal Employees Self-Employed

1903

F(87,1873)=15.1 ***

F(6,1873)=1.29

2814 725

F(87,695) =7.28 ***

F(6,695) =2.85***

F(87,2784) =37.27 ***

F(6,2784) = 3.98***

 

Note: ***  significant at 1%, ** significant at 5%, * significant at 10%  
Source: Own estimates based on April  2002  ENFT
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Table A.3.2.3: Earnings Determinants and Tourism – Urban Formal Employees  

Selectivity Corrected Quantile Regression- Coefficients (Coeff.) and Bootstrap Standard Errors (BSE) 

Quantile 30% 50% 70%

Coefficient Coefficient Coefficient
BSE BSE BSE

Explanatory Variables
Individual Characteristics
Primary Education Complete 0.062 0,176*** 0,259***

[0.045] [0,046] [0,053]
Secondary Education Incomplete 0.208*** 0,305*** 0,379***

[0.043] [0,039] [0,052]
Secondary Education Complete 0.336*** 0,542*** 0,710***

[0.065] [0,054] [0,078]
Tertiary Education Incomplete 0.725*** 1.066*** 1,325***

[0.081] [0,082] [0.090]
Tertiary Education Complete 1.012*** 1,442*** 1,697***

[0.116] [0,103] [0,108]
Male -0.020 0.018 0.073

[0.041] [0.040] [0,047]
Potential Experience 0.031*** 0,032*** 0,034***

[0.004] [0.004] [0.000]
Potential Experience Squared -0.001*** -0.0005***  -0,00048***

[0.00006] [0,0001] [0,0001]

Head of Household 0.1078**  0,1450*** 0,1315***

[0.041] [0,0399] [0,0496]

Head of Household*Female  -0.134**  -0,217***  -0,176**

[0.058] [0,061] [0,0767]

Economic Activity

Agriculture 0.319* 0.128 0.250
[0.167] [0,2036] [0,1983]

Manufacturing and Mining 0.129* -0.021 0.025
[0.074] 0.074 [0,0910]

Construction 0.389*** 0,190** 0.194
[0.104] [0,096] [0,141]

Commerce and Transportation 0.036 -0.090 -0.072
[0.072] [0.073] [0.090]

Hospitality Industry 0.059 -0.080 -0.037
[0.0933] [0,0855] [0,0948]

Financial Services and Real Estate 0.179** 0.096 0.158
[0.0849] [0,0728] [0,1066]

Public Sector and Social Services 0.078 -0.055 -0.072
[0.0702] [0,0656] [0,0882]

Free Trade Zone  -0.068*  -0,106**  -0,138***

[0.04] [0,0428] [0,0482]

Migration

Migrant -0.003  -0,055**  -0,076**

[0.0275] [0,0245] [0,0322]

Regional Characteristics

Valdesia Region  -0,169***  -0.197***  -0.204***

[0,0508] [0,0448] [0,061]

Este Region  -0,338***  -0,285***  -0,313***

[0,0681] [0,0638] [0,0878]

Nordeste Region   -0,287***  -0,342***  -0,417***

[0,1004] [0,0864] [0,0939]

Cibao Region  -0,258***  -0,307***  -0,032***

[0,0921] [0,0718] [0,1127]

Norcentral Region  -0,147***  -0,069*  -0,106***

[0,0364] [0,0361] [0,0405]

Noroeste Region -0.119  -0,157**  -0,279***

[0,09296] [0,0688] [0,079]

Del Valle Region  -0,302***  -0,312***  -0,385***

[0,0933] [0,077] [0,1022]

Enriquillo Region  -0,305***  -0,349***  -0,442***

[0,08712] [0,0923] [0,1045]

Tourism in Municipality 0.126* 0,148*** 0.087

[0.06478] [0,0547] [0,0767]

Selectivity Correction 

Lambda Formal -Informal  -0.327***  -0.193* -0.094

[0,1122] [0,1057] [0,1373]

Lambda Formal - Self-Employed 0.116 0.218** 0.257**

0.971 [0,1011] [0,1164]

Constant  2.486*** 2.421*** 2.38***

[0,1488] [0,1492] [0,1666]

Number of Observations

Overall Significance 

Selectivity Joint Significance

Pseudo R2 0.241 0.284 0.303

Bootstrap (300)

***  significant at 1%, ** significant at 5%, * significant at 10%

Formal Employees

F(6,2784) = 3.78***

2814.000

F(87,2784) =44.02 ***

 

Note: ***  significant at 1%, ** significant at 5%, * significant at 10% 
Source: Own estimates based on  April  2002  ENFT 
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Table A.3.2.4: Earnings Determinants Migrants and Non-Migrants –Urban Workers 

Selectivity Corrected Quantile Regression- Coefficients (Coeff.) and Bootstrap Standard Errors (BSE) 

Quantile 30% 50% 70% 30% 50% 70%

Coeff. Coeff. Coeff. Coeff. Coeff. Coeff.

BSE BSE BSE BSE BSE BSE

Explanatory Variables

Individual Characteristics

Primary Education Complete 0.078* 0.116** 0.128** 0.114*** 0.160*** 0.197***

[0.0436] [0.0496] [0.0544] [0.0424] [0.0437] [0.0501]

Secondary Education Incomplete 0.188*** 0.233*** 0.278*** 0.268*** 0.303*** 0.366***

[0.0494] [0.0594] [0.0567] [0.0471] [0.0397] [0.0552]

Secondary Education Complete 0.379*** 0.438*** 0.529*** 0.431*** 0.487*** 0.519***

[0.0554] [0.0582] [0.0605] [0.0462] [0.0400] [0.0499]

Tertiary Education Incomplete 0.811*** 0.955*** 1.082*** 0.824*** 0.922*** 1.019***

[0.0695] [0.0705] [0.0733] [0.0606] [0.0524] [0.0581]

Tertiary Education Complete 1.051*** 1.296*** 1.413*** 1.207*** 1.369*** 1.504***

[0.0990] [0.0883] [0.1010] [0.0877] [0.0868] [0.0979]

Male 0.142** 0.146** 0.132* 0.06 0.112*** 0.155***

[0.0573] [0.0579] [0.0700] [0.0416] [0.0404] [0.0489]

Potential Experience 0.026*** 0.025*** 0.027*** 0.025*** 0.027*** 0.034***

[0.0043] [0.0048] [0.0051] [0.0039] [0.0036] [0.0037]

Potential Experience Squared -0.0004*** -0.0004*** -0.0003*** -0.0004*** -0.0004*** -0.0005***

[0.0001] [0.0001] [0.0001] [0.0001] [0.0001] [0.0001]

Head of Household 0.104 0.116* 0.143* 0.171*** 0.143*** 0.089

[0.0643] [0.0656] [0.0749] [0.0491] [0.0482] [0.0663]

Head of Household*Female  -0.130* -0.100 -0.139  -0.215***  -0.193***  -0.184**

[0.0704] [0.0764] [0.0873] [0.0606] [0.0631] [0.0720]

Economic Activity

Agriculture -0.081 -0.046 -0.134 -0.112 -0.148 -0.153
[0.1449] [0.1834] [0.2839] [0.0885] [0.1012] [0.1222]

Manufacturing and Mining 0.254*** 0.204** 0.101 0.134** 0.073 0.056

[0.0795] [0.0826] [0.0834] [0.0632] [0.0609] [0.0718]

Construction 0.347*** 0.273*** 0.130 0.470*** 0.297*** 0.270***

[0.1005] [0.0910] [0.1055] [0.0724] [0.0744] [0.0979]

Commerce and Transportation 0.087 0.060 -0.010 0.117** 0.039 -0.002

[0.0738] [0.0701] [0.0810] [0.0567] [0.0557] [0.0601]

Hospitality Industry 0.093 0.091 -0.018 0.135** 0.092 0.071

[0.0877] [0.0936] [0.0945] [0.0663] [0.0705] [0.0786]

Financial Services and Real Estate 0.333*** 0.315*** 0.255** 0.209** 0.192*** 0.214**

[0.1080] [0.0979] [0.1046] [0.0850] [0.0740] [0.1011]

Public Sector and Social Services 0.217*** 0.182** 0.039 0.140** 0.082 -0.002

[0.0792] [0.0775] [0.0942] [0.0681] [0.0616] [0.0747]

Free Trade Zone -0.092  -0.170***  -0.196*** -0.043  -0.133**  -0.198***

[0.0664] [0.0577] [0.0582] [0.0541] [0.0540] [0.0656]

Occupational Category

Formal Salaried 0.245*** 0.220*** 0.152** 0.308*** 0.324*** 0.327***

[0.0607] [0.0703] [0.0723] [0.0474] [0.0458] [0.0548]

Informal Business Owner 0.928*** 0.970*** 0.891*** 0.929*** 0.987*** 1.043***

[0.1162] [0.1398] [0.1108] [0.1021] [0.1165] [0.1377]

Self-Employed Professional 0.717*** 0.582*** 0.596*** 0.581*** 0.588*** 0.475***

[0.1315] [0.1546] [0.1616] [0.1363] [0.1283] [0.1713]

Self-Employed Non-Professional 0.349*** 0.438*** 0.450*** 0.375*** 0.472*** 0.543***

[0.0683] [0.0717] [0.0768] [0.0505] [0.0559] [0.0608]

Regional Characteristics

Valdesia Region -0.090 -0.107  -0.163*  -0.131*  -0.145**  -0.192**

[0.1106] [0.1144] [0.0986] [0.0672] [0.0653] [0.0807]

Este Region  -0.136***  -0.124*   -0.168**  -0.182***  -0.139**  -0.163**

[0.0470] [0.0641] [0.0713] [0.0641] [0.0666] [0.0763]

Nordeste Region 0.028 -0.064 -0.077  -0.158*  -0.140*  -0.246**

[0.1424] [0.1585] [0.2462] [0.0949] [0.0829] [0.1031]

Cibao Region  -0.270**  -0.293** -0.214  -0.152*  -0.194**  -0.245**

[0.1147] [0.1358] [0.1897] [0.0820] [0.0771] [0.0971]

Norcentral Region -0.052 -0.021 -0.102 -0.003 -0.001 -0.063

[0.0655] [0.0627] [0.0697] [0.0579] [0.0555] [0.0568]

Noroeste Region -0.180 -0.135 -0.087 -0.054 -0.058  -0.188*

[0.1448] [0.1763] [0.1819] [0.0965] [0.0865] [0.0958]

Del Valle Region -0.334 -0.234 -0.207  -0.180**  -0.276***  -0.334***

[0.2350] [0.2117] [0.1860] [0.0910] [0.0860] [0.1085]

Enriquillo Region -0.005 -0.192 -0.298 -0.108 -0.123  -0.241*

[0.1689] [0.1914] [0.2357] [0.1042] [0.1002] [0.1260]

Selectivity Correction 

Lambda Migrant-NonMigrant -0.063 -0.038 0.032 -0.114 -0.094 -0.039

[0.1193] [0.1230] [0.1448] [0.0865] [0.0715] [0.0967]

Constant 1.905*** 2.096*** 2.372*** 1.962*** 2.146*** 2.306***

[0.1197] [0.1370] [0.1595] [0.1271] [0.0808] [0.1078]

Number of Observations

Overall Significance 

Pseudo R2 0.2192 0.2405 0.2522 0.2226 0.2393 0.2452

Bootstrap (300)

2203 3179

F(93,2171) =32.30 *** F(93,3147) =38.28 ***

Migrants Non-Migrants

 

Note: ***  significant at 1%, ** significant at 5%, * significant at 10% 
Source: Own estimates based on  April  2002  ENFT 
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ANNEX 3.3: DESCRIPTIVE STATISTICS. RURAL LABOR MARKETS 

 

Table A.3.3.1: Main Labor Market Characteristics, Rural Areas, by Gender 

  Male   Female  

Part-Time 0.32 0.22 0.22 0.19 0.42 0.35 

Hours of Work 44.1 42.2 42.9 39.9 36.4 37.8 

Informal 63.72 70.56 58.02 48.88 61.59 39.44 

Type of Firm       

Big Private Firm 31.99 18.92 33.36 22.22 11.22 36.21 

Small Firm 55.5 72.58 56.8 46.08 64.37 38.22 

Public Firm 9.74 7.45 6.97 16.11 17.37 16.09 

Free Trade Zone 2.77 1.05 2.87 15.59 7.04 9.49 

Occupations       

Professionals and Technical 2.16 4.06 4.69 9.51 9.11 12.31 

Managerial and Administrative Support 1.84 1.33 1.08 0.28 0.44 0.55 

Office Employees 1.3 1.44 2.1 2.24 8.21 9.27 

Sales 8 5.49 5.96 20.75 18.32 16.49 

Transportation Workers 9.16 9.33 10.32 0 0.21 0.18 

Craft Workers 13.72 13.82 17.43 6.81 5.72 4.91 

Operators and Laborers (Unskilled) 11.22 15.22 14.55 44.09 40.98 38.95 

Personal Services 2.5 3.1 4.29 7.42 13.09 13 

Agricultural Workers (Skilled and Unskilled) 50.09 46.22 39.57 8.9 3.92 4.35 

Industry       

Agriculture 43.77 46.55 39.53 7.58 4.35 4.46 

Low Tech Industry 14.31 5.14 6.22 22.37 12.39 12.47 

Rest of Manufacturing Industry 4.02 3.76 5.77 3.66 2.1 4.17 

Construction 5.58 7.98 9.42 0.26 0.38 0.33 

Retail Services 14.49 15.63 17.75 27.07 33.84 29.45 
Electricity, Water, Transportation and 
Communications 9.26 8.76 9.29 1.31 0.92 2.07 

Banking and Financial Services 0.74 1.46 2.14 1.3 1.73 3.15 

Public Administration and Defense 3.65 3.88 3.57 1.8 2.33 3.03 

Health, Education, and Personal Services 3.4 5.8 5.67 17.6 20.02 22.08 

Domestic Services 0.79 1.03 0.64 17.05 21.94 18.79  

Note: (1) Average hourly Wages are in Dominican Pesos, deflected by April 2004 price index.  
Source: Own estimates based on April 1997, 2002 and 2004 ENFT 
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Table A.3.3.2: Main Labor Market Characteristics of Farm versus Non-Farm workers 

  Farm Non-Farm 

Variable 1997 2002 2004 1997 2002 2004 

Gender             

Male 95.4 97.2 96.0 66.2 63.5 93.8 

Female 4.6 2.8 4 33.8 36.5 36.2 

Type of Firm             

Large Private 10.8 8.1 9.3 17.7 12.9 16.3 

Small Private 20.9 2.1 4.9 10.8 7.3 10.1 

Micro 63.7 88.6 83.8 46.2 62.8 55.7 

Public 4.6 1 1.9 16 13.6 11.8 

Zona Franca 0 0.1 0.1 9.3 3.5 6.2 

Region             

Distrito Nacional 2.5 2.5 1.4 19.3 20.3 26.8 

Cibao 0.4 1.6 1.2 11 5.6 5.6 

Santiago 40.5 54.2 50 29.4 46 41.3 

SuroEast 28.5 27.7 36.6 26.6 19.3 20 

SurEast 28.1 13.9 10.7 13.7 8.8 6.3 

Age-Groups             

15-19 11.7 10.1 8.8 10.7 8 7.6 

20-29 24.6 17.4 23 34.4 29.5 30.6 

30-39 20.2 19.1 18 26.7 27.8 27.9 

40-49 16.8 25.1 20.2 14.2 21.6 20.5 

50-65  25.2 26.2 28.2 13.6 12.9 13 

Sector              

Agriculture 85.8 96.9 97.5 0.6 1.95 1.2 

Industry 12.9 1.16 0.15 25.8 14.9 19 

Construction 0.1 0.12 0.4 6.9 9.3 10.1 

Retail Services / 
Communications 0 0.22 0.4 36.8 35.8 33.5 

Tourism 0 0.17 0.4 5.2 6.7 5.9 

Financial Services 0.3 0 0.4 1.3 2 3.4 

Public Services 0.2 0.27 0.7 11.6 13.5 12.3 

Others 0.7 1.13 0 11.8 15.7 14.5 

Years of Education       

0-8 years 95.9 93.2 88.5 72.3 70.3 61.7 

9-13 3.9 6.4 9.9 23.6 23.1 26.8 

14+ 0.2 0.5 1.6 4.1 6.6 11.5  

Note: (1) Average Hourly Wages are in Dominican Pesos, deflected by April 2004 price index.  
Source: Own estimates based on April 1997, 2002 and 2004 ENFT 
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ANNEX 3.4: REGRESSION ANALYSIS. RURAL LABOR MARKETS 
 

Table A.3.4.1:  Probit Model for the Decision to Participate in the Non-Farm versus the Farm 
Sector 

Independent Variable  Marginal Effects 
Complete Primary 0.124 
 (0.030)*** 
Complete Secondary 0.136 
 (0.033)*** 
Complete Superior 0.173 
 (0.042)*** 
Male -0.369 
 (0.021)*** 
Age 15-19 -0.313 
 (0.156)** 
Age 20-29 -0.163 
 (0.109) 
Age 30-39 -0.102 
 (0.076) 
Age 40-49 -0.054 
 (0.052) 
Potential Experience -0.005 
 (0.006) 
Potential Experience Squared -0.000 
 (0.000) 
Head -0.064 
 (0.031)** 
Head * Female  0.001 
 (0.080) 
Migrant 0.021 
 (0.027) 
Part-Time -0.026 
 (0.027) 
Salaried 0.154 
 (0.079)* 
Independent -0.018 
 (0.084) 
Region: Valdesia  -0.078 
 (0.071) 
Region: East  -0.214 
 (0.083)** 
Region: North-East  -0.171 
 (0.081)** 
Region: Cibao  -0.151 
 (0.078)* 
Region: North-Central  -0.067 
 (0.066) 
Region: North-West  -0.276 
 (0.091)*** 
Region: Del Valle -0.280 
 (0.086)*** 
Region: Enriquillo -0.210 
 (0.090)** 
Zona Franca 0.160 
 (0.089)* 
Tourism Municipality -0.018 
 (0.039) 
Remittances – yes or no -0.000 
 (0.000) 
Remittances - per capita 0.000 
 (0.000)  

Note: (1) Robust standard errors in parentheses; (2) * significant at 10%; ** significant at 5%; *** significant at 1% 
Significant figures are in the shaded areas. 
Source: Own estimates based on April 2002 ENFT 
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Table A.3.4.2: Mincer Determinants of Non-Agricultural Labor Earnings 
 Quantile Regression- Coefficients and Bootstrap Standard Errors 

 

 
Top 30% 
Pay Jobs 

Average 
Pay Jobs 

Bottom 30% 
Pay Jobs 

Primary  -0.0244 0.068 0.0105 

 [0.0774] [0.0705] [0.0681] 

Secondary  0.0798 0.0632 -0.005 

 [0.0719] [0.0696] [0.0733] 

Superior  0.7645 0.7115 0.6892 

 [0.1070]*** [0.1189]*** [0.1115]*** 

Male  0.39 0.2999 0.2501 

 [0.0648]*** [0.0730]*** [0.0727]*** 

Age 15-19 -0.8824 -0.7531 -0.7913 

 [0.2732]*** [0.2433]*** [0.2663]*** 

Age 20-29 -0.6191 -0.4571 -0.5573 

 [0.2265]*** [0.1835]** [0.2075]*** 

Age 30-39 -0.4275 -0.2621 -0.2877 

 [0.1860]** [0.1357]* [0.1597]* 

Age 40-49 -0.2729 -0.1075 -0.1377 

 [0.1423]* [0.1018] [0.1137] 

Experience  0.0175 0.0173 0.0075 

 [0.0104]* [0.0129] [0.0104] 

Experience Squared -0.0006 -0.0005 -0.0004 

 [0.0002]*** [0.0002]*** [0.0002]** 

Head 0.0841 0.0955 0.0891 

 [0.0664] [0.0593] [0.0562] 

Head * Female -0.0147 -0.0798 -0.081 

 [0.1091] [0.0952] [0.1199] 

Non-Migrant -0.0462 -0.039 0.01 

 [0.0554] [0.0477] [0.0593] 

Part-time 0.2817 0.2901 0.3646 

 [0.0668]*** [0.0559]*** [0.0582]*** 

Salaried -0.3518 -0.5862 -0.7483 

 [0.3517] [0.2885]** [0.2176]*** 

Independent  -0.2011 -0.4252 -0.4263 

 [0.3565] [0.2847] [0.2086]** 
Region: Valdesia  -0.0602 -0.0732 -0.106 
 [0.0661] [0.0803] [0.0805] 
Region: East  -0.1677 -0.1299 -0.2516 
 [0.1063] [0.1055] [0.1092]** 
Region: North-East  -0.24 -0.1894 -0.2341 
 [0.0920]*** [0.1019]* [0.1113]** 
Region: Cibao  -0.2419 -0.2597 -0.1745 
 [0.0902]*** [0.0878]*** [0.0914]* 
Region: North-Central  -0.0541 -0.0994 -0.1497 
 [0.0677] [0.0659] [0.0745]** 
Region: North-West  -0.1768 -0.1781 -0.1269 
 [0.1218] [0.1040]* [0.1316] 
Region: Del Valle -0.1648 -0.1732 -0.2988 
 [0.1374] [0.1314] [0.1123]*** 



 272

 

Table A.3.4.2: Mincer Determinants of Non-Agricultural Labor Earnings (Continued) 

Quantile Regression- Coefficients and Bootstrap Standard Errors 

 
Top 30% 
Pay Jobs 

Average 
Pay Jobs 

Bottom 30% 
Pay Jobs 

    
Region: Enriquillo -0.2155 -0.3044 -0.3541 
 [0.1077]** [0.1034]*** [0.1361]*** 

Zona franca  0.1491 0.0676 0.005 

 [0.0755]** [0.0799] [0.0763] 

Tourism Municipality  0.1089 0.1091 0.1658 

 [0.0890] [0.0824] [0.0811]** 

Remittances  0.0002 0.0002 0.0002 

 [0.0002] [0.0001]* [0.0001] 

Per Capita Remittances  0.0000 0.0000 0.0001 

 [0.0003] [0.0002] [0.0003] 

Inverse Mills  Ratio -0.1476 -0.0423 -0.005 

 [0.1114] [0.1131] [0.1253] 

Constant 3.0829 3.4635 4.0505 

 [0.4725]*** [0.3991]*** [0.3480]*** 

    

Observations  1385   

Note: (1) Robust standard errors in parentheses; (2) * significant at 10%; ** significant at 5%; *** significant at 1% 
Significant figures are in the shaded areas. 
Source: Own estimates based on April 2002 ENFT 
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Table A.3.4.3: Mincer Determinants of Agricultural Labor Earnings  
Quantile Regression- Coefficients and Bootstrap Standard Errors 

 

 
Top 30% 
Pay Jobs 

Average 
Pay Jobs 

Bottom 30% 
Pay Jobs 

Primary  0.4823 0.3958 0.2784 

 [0.1916]** [0.1546]*** [0.1579]* 

Secondary  0.1243 0.2077 0.0181 

 [0.1396] [0.1802] [0.1962] 

Superior  0.9147 0.7334 0.9908 

 [0.4323]** [0.3040]** [0.3217]*** 

Male  -0.5592 0.0384 -0.4715 

 [0.2235] [0.2475]* [0.3500] 

Age 15-19 0.1054 0.1801 0.0295 

 [0.3157] [0.3268] [0.3024] 

Age 20-29 0.131 0.0737 0.1419 

 [0.2620] [0.2520] [0.2308] 

Age 30-39 0.1713 0.1007 0.1714 

 [0.1637] [0.1677] [0.1876] 

Age 40-49 0.0771 0.1474 0.0517 

 [0.1479] [0.1343] [0.1096] 

Experience  -0.0014 -0.0097 0.0124 

 [0.0165] [0.0189] [0.0166] 

Experience Squared -0.0001 0.0001 0.0001 

 [0.0002] [0.0002] [0.0003] 

Head 0.1432 0.1903 0.124 

 [0.0768]** [0.0727]** [0.0971] 

Head * Female -0.7127 -0.803 -0.3917 

 [0.2811]*** [0.4046] [0.4046]* 

Non-Migrant -0.0443 0.1334 0.0427 

 [0.0729] [0.0678] [0.0729]* 

Part-time 0.211 0.3201 0.1708 

 [0.0682]*** [0.0662]** [0.0896]*** 

Salaried -1.1549 -2.0335 -1.3516 

 [0.5819]** [0.4574]*** [0.5225]*** 

Independent  -1.2492 -1.8026 -1.122 

 [0.5263]*** [0.5765]* [0.4359]*** 
Region: Valdesia  -0.2064 -0.1184 0.0281 
 [0.2344] [0.1991] [0.1829] 
Region: East  -0.0916 -0.067 -0.0456 
 [0.2253] [0.1972] [0.1831] 
Region: North-East  0.3252 0.2294 0.1522 
 [0.2162] [0.2451] [0.2194] 
Region: Cibao  0.0062 0.0212 0.2308 
 [0.2063] [0.1867] [0.2381] 
Region: North-Central  0.1801 0.0183 0.032 
 [0.2008] [0.1988] [0.2314] 
Region: North-West  -0.1375 0.2129 0.0311 
 [0.2647] [0.2184] [0.2733] 
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Table A.3.4.3: Mincer Determinants of Agricultural Labor Earnings (Continued) 

Quantile Regression- Coefficients and Bootstrap Standard Errors 

 
Top 30% Pay 

Jobs 
Average 
Pay Jobs 

Bottom 30% 
Pay Jobs 

    

Region: Del Valle -0.2779 -0.3012 -0.3258 
 [0.2463] [0.2134] [0.2104] 
Region: Enriquillo 0.1132 -0.2454 -0.1191 
 [0.2418] [0.2532] [0.2104] 

Zona franca  -0.1376 -0.3888 0.387 

 [0.4022] [0.2344]* [0.2111] 

Tourism Municipality  -0.1744 -0.2175 -0.14 

 [0.0919]** [0.1274] [0.1001]* 

Remittances  -0.0004 -0.0003 -0.0001 

 [0.0003] [0.0003] [0.0003] 

Per-Capita Remittances  0.0001 0.0004 0.0003 

 [0.0007] [0.0007] [0.0006] 

Inverse Mills  Ratio 0.0743 0.0139 -0.1272 

 [0.1408] [0.1171] [0.1200] 

Constant 3.964 3.7944 4.2518 

 [0.7804]*** [0.6976]*** [0.6871]*** 

Observations  797   

Note: (1) Robust standard errors in parentheses; (2) * significant at 10%; ** significant at 5%; *** significant at 1% 
Significant figures are in the shaded areas. 

Source: Own estimates based on April 2002 ENFT 
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ANNEX 3.5: OAXACA DECOMPOSITION 
 
There are two common ways to write the Oaxaca decomposition of differences in 
earnings based on the Mincer equation. Consider the case of the decomposition of 
differences in earnings between Non-Farm and Farm workers. The first decomposition is:  
(1) Δw = (αnf - αf) + (βnf - βf) X

a
f + βnf  (X

a
nf - X

a
f)  

in which case, we are assuming that the returns to Non-Farm characteristics, βnf, are the 
baseline.  The second common decomposition is: 

(2) Δw = (αnf - αf) + (βnf - βf) X
a
f + βnf  (X

a
nf - X

a
f)  

where the returns to Farm characteristics, βf, are the baseline. In both (1) and (2), the first 
two terms refer to the unexplained portion and the last term refers to the part of the gap 
explained by differences in observable skills.  

Table A.3.5.1.: Oaxaca Decompositions Earnings Gaps by Farm and Non-Farm and Income 
Quantiles 

Kind of 
worker 

Kind of 
Decomposition 

Total 
Gap 

Explained 
% 

Explained 
Unexplained 

% 
Unexplained 

 
 
 

Bottom 30% 
Pay jobs 

Decomposition I 
(returns to Non-

Farm are baseline) 

 
 
 

-0.323 
 

 
 

0.059 

 
 

-18.4% 

 
 

-0.383 

 
 

118.4% 

 

 
Decomposition II 

(returns to Farm are 
baseline) 

 

 
 

-0.323 

 
 

-0.032 

 
 

10% 

 
 

-0.291 

 
 

90% 

 
 
 

Average 
 Pay jobs 

Decomposition I 
(returns to Non-

Farm are baseline) 

 
 

0.074 

 
 

-0.030 

 
 

-39.9% 

 
 

0.103 

 
 

139.9% 

 

 
Decomposition II 

(returns to Farm are 
baseline) 

 

 
 

0.074 

 
 

0.259 

 
 

350.9% 

 
 

-0.185 

 
 

-250.9% 

 
 
 

Top 30% Pay 
jobs 

 
Decomposition I 
(returns to Non-

Farm are baseline) 
 

 
 

1.265 

 
 

-0.071 

 
 

-5.64% 

 
 

0.121 

 
 

105.64% 

 

 
Decomposition II 

(returns to Farm are 
baseline) 

 

 
 

1.265 

 
 

0.121 

 
 

9.53% 

 
 

1.144 

 
 

90.47% 

 

Source: Own estimates based on ENFT April 2002 
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ANNEX 4.1: REGRESSION ANALYSIS OF EDUCATION OUTCOMES 

Table A.4.1.1: Distribution of Remittance Recipients in School-Age by Per Capita Income Quintiles 

  Urban Rural 

 

% People in 
Quintil of  

“Per Capita 
Income without 

remittances” 

Median 
Per Capita 

Remittances 
 

% People in 
Quintil of  

“Per Capita 
Income with 
remittances” 

% People in  
Quintil of “Per 
Capita Income 

without 
remittances” 

Median  
Per Capita 

Remittances 
 

% People in  
Quintil of  

“Per Capita  
Income with 
remittances” 

1 17.9 136.8 10.62 25.33 126.3 14.45 

2 20.7 230.1 16.16 22.41 230.1 21.28 

3 20.6 345.1 20.62 17.23 257.8 18.09 

4 22.8 662.9 24.22 18.10 545.3 23.51 

5 18.1 2,300.8 28.38 16.93 1,325.9 22.67  

Notes: (1) Per capita remittances are in Dominican pesos; (2) Weighted observations. 
Source: Own calculations using the 2004 ENCOVI. 
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Table A.4.1.2: Correlates of the Probability of Dropping Out of School 
(Cox Proportional Hazard Ratios) 

  National Urban Rural 

Male 1.302 1.309 1.272 

  [6.68]*** [5.10]*** [3.97]*** 
Maximum Mother Education = Primary 1.370 1.346 1.321 

  [6.29]*** [4.56]*** [3.48]*** 
Maximum Mother Education = Secondary 0.868 0.941 0.700 

  [1.94]* [0.69] [2.70]*** 
Maximum Father Education = Primary 1.371 1.676 0.982 

  [5.17]*** [6.38]*** [0.20] 
Maximum Father Education = Secondary 0.782 0.966 0.515 

  [3.13]*** [0.36] [4.63]*** 
No Access to Paved Road  1.644 1.728 1.403 

  [9.49]*** [8.31]*** [3.82]*** 
Household Income (no remittances) 0.955 0.956 0.896 

  [1.46] [1.23] [1.31] 
Remittances (log) 0.952 0.965 0.951 

  [1.95]* [1.10] [1.24] 
Remittances (yes=1) 1.113 1.260 1.099 

  [0.30] [0.55] [0.11] 
Urban 0.773  - -  

  [6.05]***     
Children between 6 and 12 years 1.068 1.016 1.132 

  [2.59]*** [0.42] [3.47]*** 
Children between 13 and 17 years 0.723 0.723 0.730 

  [10.88]*** [7.80]*** [7.33]*** 
Migrants (last 5 years) 1.914 1.877 1.943 

  [11.28]*** [8.42]*** [7.21]*** 
Birth Certificate 4.185 4.534 3.669 

  [21.71]*** [15.63]*** [14.18]*** 
Region = Valdesia 1.344 1.374 1.439 

  [3.93]*** [3.31]*** [2.79]*** 
Region = Este 1.398 1.380 1.457 

  [4.53]*** [3.71]*** [2.60]*** 
Region = Cibao Central 1.107 1.037 1.249 

  [1.23] [0.30] [1.72]* 
Region = Nordeste 1.175 1.275 1.179 

  [1.93]* [2.10]** [1.24] 
Region = Norcentral 1.193 1.196 1.264 

  [2.53]** [2.05]** [1.86]* 
Region = Noreste 1.130 1.260 1.048 

  [1.43] [2.15]** [0.32] 
Region = El Valle 1.459 1.441 1.562 

  [4.70]*** [3.19]*** [3.44]*** 
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Table A.4.1.2: Correlates of the Probability of Dropping Out of School 
Cox Proportional Hazard Ratios (Continued) 

  National Urban Rural 

Region = Enriquillo 1.488 1.173 2.130 

  [4.97]*** [1.51] [5.58]*** 
Interaction: Female Head of Household and Remittances 0.964 0.857 1.128 

  [0.38] [1.23] [0.72] 
Interaction: Max Educ. Parents Primary and Remittances 1.502 1.328 2.096 

  [2.25]** [1.35] [1.83]* 
Interaction: Max Educ. Parents Secondary and Remittances 2.209 1.752 3.805 

  [4.16]*** [2.58]*** [3.13]*** 
Interaction: No Access to Paved Road and Remittances 0.783 0.763 0.875 

  [2.31]** [2.06]** [0.69] 
Observations 12,714 7,507 5,207 

Absolute value of z statistics in brackets.       

* Significant at 10%; ** significant at5%; *** significant at 1%.      

Notes: (1) School-age individuals (3 to 22 years old); (2) Years of education for those with more than 12 years of 
education are truncated at 12 to focus on primary to secondary transitions; (3)Significant figures are in the shaded 
areas. 
Source: Own calculations using the 2004 ENCOVI. 

 
 

 



 279 

 

Table A.4.1.3: Probit Model for Being on-Time at the 9th Grade 

Independent variables  Probit estimates  
(marginal effects) 

Male -0.159 
 [0.038]*** 
Head of Household -0.313 
 [0.144]** 
Urban -0.003 
 [0.043] 
No Access to Paved Road -0.146 
 [0.047]*** 
Migrant -0.086 
 [0.048]* 
Number of Children Younger than 7 -0.032 
 [0.034] 
Remittances 0.026 
 [0.063] 
Paved Road * Remittances 0.080 
 [0.086] 
Maximum Father’s schooling: Secondary School [Complete or Incomplete] 0.033 
 [0.081] 
Maximum Father’s schooling: Tertiary School [Complete or Incomplete] 0.228 
 [0.170] 
Maximum Mother’s schooling: Secondary School [Complete or Incomplete] -0.015 
 [0.076] 
Maximum Mother’s schooling: Tertiary School [Complete or Incomplete] -0.001 
 [0.209] 
Members of Household -0.001 
 [0.011] 
Valdesia region -0.123 
 [0.067]* 
Este region -0.092 
 [0.070] 
Nordeste region 0.028 
 [0.078] 
Cibao Central region -0.107 
 [0.074] 
Norcentral region -0.101 
 [0.064] 
Noroeste region 0.014 
 [0.083] 
El Valle region -0.216 
 [0.074]*** 
Enriquillo region -0.097 
 [0.075] 
Observations 724 
Standard errors in parentheses.  
* Significant at 10%; ** significant at 5%; *** significant at 1%.   

Source: Own calculations using the 2004 ENCOVI. 
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Figure A.4.1.1: Probability of Being in School: Survival Functions Plots by Years of Education 
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Notes: (1) School-age individuals (3 to 22 years old); (2) Years of education for those with more than 12 years of 
education are truncated at 12 to focus on primary to secondary transitions. 
Source: Own calculations using the 2004 ENCOVI. 

 

Figure A.4.1.2:  Probability of Being in School: Survival Functions Plots by Age  
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Notes: (1) School-age individuals (3 to 22 years old); (2) Years of education for those with more than 12 years of 
education are truncated at 12 to focus on primary to secondary transitions. 
Source: Own calculations using the 2004 ENCOVI. 
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ANNEX.5.1: MAPPING OF SELECTED SA PROGRAMS 

Box A.5.1.1: School Lunch Program/Programa de Alimentación Escolar (PAE) 

Program’s stated objectives: Increase school attendance and reduce drop out rates in public schools at pre-
school and basic education levels; improve students’ learning; contribute to increase community participation in 
school activities; support local agricultural and agro-industrial production; improve children’s nutritional habits; 
and improve living conditions of households with school age children.     
Geographical coverage: National coverage through three modalities: (i) PAE – started operating in urban 
marginal areas of Santo Domingo and other cities in 1992, and currently it is operating nationally (1.4 million 
students in 2004); (ii) PAE - for border areas (PAE –Fronterizo), operating since 1994 and covers the provinces 
at the border with Haiti (50,000 students in 2004); and (iii) PAE – Real, operating since 2000 in rural areas of 
difficult access (84,500 students in 2004)   
Executing agency: SEE, through the General Directorate of Students’ and Teachers’ Welfare (Dirección General 
de Bienestar Estudiantil y Docente, DGBED).   
2004 executed budget: RD$1,513.2 million (US$36.7 million). 
2005 assigned budget: RD$2,500.0 million (US$84.45 million). 
Estimated administrative costs: Not available.  
Source of financing: National budget plus World Food Program and USAID donations until 2004. In PAE – 
Fronterizo and PAE – Real limited communities’ contributions are included by design.  
Stated eligibility criteria: Children between 5 and 14 enrolled in public pre-school and basic education schools.  
Type and frequency of the transfer: In-kind transfers. Daily food rations for 180 days a year during the school 
year. In the PAE food supplies are provided and distributed by 11 private firms contracted by the DGBED. In 
PAE - Fronterizo, ingredients are bought but food rations are prepared daily by community members. In PAE – 
Real, ingredients are bought mostly locally and food rations are prepared locally.     
Beneficiary families’ responsibilities: In PAE - Fronterizo and PAE – Real, communities participate in the 
preparation of food rations and provide necessary inputs such as cooking fuel or materials and labor to build 
school kitchens.      
Targeting of interventions: PAE – started in urban marginal areas: pre-school and basic education at public 
schools of poor urban neighborhoods. PAE - Fronterizo: pre-school and basic education at public schools of 
provinces at the border with Haiti. PAE – Real: pre-school and basic education at public schools with more than 
600 students located in poor rural areas of difficult access where parents’ school committees are functioning. 
Rules of operation: The operational manuals of PAE-Fronterizo and PAE-Real, both financed with donor 
resources, are available and published.  
Organizational structure: The program is executed by the DGBED, but each of the three modalities has its own 
independent structure within the DGBED. At the regional and district level, the SEE personnel is in charge of the 
supervision of the program’s three modalities.  
M&E system: No monitoring activity of a program’s outcomes or impact evaluation has been carried out until 
now. An evaluation of PAE, including its impact on program's outcomes and impact is underway right now, with 
results expected to be ready by September 2005. This includes review of the three modalities, incidence analysis, 
and an assessment of nutritional, enrollment and academic performance impacts.  

Note: US$1 = RD$41.24 (BCRD official average exchange rate for the year 2004); US$1 = RD$29.06 (BCRD official 
average exchange rate for the period January – March  2005). 
Source: Based on García (2005). 



 282 

 

Box A.5.1.2: Comer es Primero   

Program’s stated objectives: Address the food and nutritional emergency needs of extremely poor households by 
complementing their income; reduce the incidence of malnutrition and undernourishment, especially among infants.   
Type of transfer: CCT. Geographical coverage: National coverage. Program’s goal for 2005: 200,000 households.  
Executing agency: Pre-investment Fund (Fondo de Pre-Inversión, FONDOPRE) within the Office of the Presidency (the 
program belongs to the Presidential Plan to Fight Poverty, PPFP).   
2005 assigned budget: RD$999,3 million (US$34.4 million). RD$8.8 million executed January - March 2005.  
Estimated administrative costs: Not available. Source of financing: National budget. 
Complementarities with other programs: With the Incentivo a la Asistencia Escolar (ILAE) executed by the SEE; the 
immunization extension plan (Plan Ampliado de Inmunizaciones, PAI); and maternal-infant care program (Programa 
Materno-Infantil) of the State Secretariat of Public Health and Social Assistance (Secretaría de Estado de Salud Pública y 
Asistencia Social, SESPAS). 
Targeting and household eligibility criteria: PMT. Extremely poor households (ICV-I) according to the SIUBEN.  The 
program plans to expand progressively prioritizing areas with the highest incidence and density of extremely poor 
households according to the official ICV poverty map.  
Type and frequency of the transfer: Eligible households would receive a monthly transfer of RD$550. Transfers are 
charged on electronic cards called Tarjetas Solidarias. Transfers can only be used to buy food items (a list of items 
consistent with consumption patterns of poor households has been identified) in authorized shops (currently there are 
approximately 56 shops serving the first 16,000 beneficiary households). The Tarjeta Solidaria is issued to heads of 
household with valid personal identification.  
Conditionalities: (i) Use the Tarjeta Solidaria to buy only food items; (ii) all undocumented members of the household 
need to obtain a personal identification (birth certificate or identity card); (iii) mother’s and/or household head 
participation to yearly training sessions mainly on nutrition, preventive health, and hygiene; (iv) compliance with the 
immunization plan and children’s growth monitoring protocol, as defined by SESPAS for households with children 5 
years old and younger. 
Period of eligibility: 3 years and a half. Rules of operation: A program’s operational manual exists.       
Organizational structure: A Central Coordination Unit (CCU) is currently being staffed. Four coordination offices will 
depend from the CCU: (i) planning and monitoring; (ii) training; (iii) financial and administration; and (iv) general 
attention services to the population. A unit to manage the information system will also be created. The program will also 
have regional coordination offices in each of the 9 regions.  The roaster of beneficiaries is provided by the SIUBEN Unit 
ascribed to the Social Cabinet. The program’s CCU will be in charge of validating the information provided by the 
SIUBEN. All requests for modification of the SIUBEN records and those coming from households not previously 
surveyed will be channeled to the SIUBEN. The CCU will be responsible to provide the Administrator of Social Subsidy 
(ADESS) with the list of active beneficiary households. ADESS is an entity recently created by Presidential Decree 1560-
04 to execute all payments of subsidies and transfers. ADESS will be responsible to authorize the payment of the transfers 
through the financial institutions participating in the program. The CCU is responsible for the pre-selection of food stores 
participating in the program. The food store final selection is under the responsibility of the ADESS. The SESPAS is 
responsible for recording household participation in the health protocol (conditionality). The CCU, through its regional 
offices, will be responsible to monitor household compliance with the co-responsibilities defined by the program. This 
process will be carried out every four months. The program’s staff will verify that beneficiary households possess written 
records showing compliance with preventive health care visits, vaccinations, training, and household members’ 
identification documents (or proof that these documents are being processed). Representatives of SESPAS and ILAE/SEE 
as well as members of civil society organizations with a role of observers will participate in these events.  
M&E system: The CCU is responsible for all monitoring activities. The design of M&E activities envisages an active 
participation of civil society organizations. The operational manual includes the commitment to an external impact 
evaluation, which would be carried out after three years and a half of execution. 

Note: US$1 = RD$29.06 (BCRD official average exchange rate for the period January – March 2005). 
Source: Based on García (2005). 
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Box A.5.1.3 Tarjeta de Asistencia Escolar (TAE) 

Program’s stated objectives: Guarantee access to and permanence in the education system, reduce drop out 
rates, reduce analphabetism, link families to children’s progression in the educational system, and promote equity 
through the delivery of transfers to mothers.  
Geographical coverage: Rural and marginal urban areas. In March 2003, the program was in 88 SEE districts, 
2,115 schools and 29 provinces, benefiting about 100,000 households.  
Executing agency: State Secretariat of Education (SEE), through its Planning Office. 
Type of transfer: Conditional cash transfer (over compliance was not monitored).   
Amount of transfers executed in 2004: RD$236.6 million (US$5.7 million). 
Administrative costs in 2004: Not known.  
Source of financing: National budget. 
Household eligibility criteria: Poor households with children between 5 and 15 years old enrolled in school 
receive a monthly cash transfer. No quantitative criterion was associated to the definition of poor household. 
Since the very beginning, a pre-requisite for mother enrollment was the possession of a valid personal 
identification document. This pre-requisite determined the exclusion of 1 out of 5 mothers deemed eligible.        
Type and frequency of the transfer: Monthly cash transfer of RD$300 per eligible household (in reality the 
distribution was often irregular). Transfers were independent of the size of the household. Payments were made 
through checks. 
Conditionalities: Children’s enrollment in school. Children’s assistance should be above 85 percent. Children’s 
performance was also supposed to be monitored. 
Targeting and selection of beneficiaries: During the first phase of the program’s expansion, the 1997 poverty 
map elaborated by the National Planning Office (Oficina Nacional de Planeación, ONAPLAN) was used to select 
the municipalities. Schools with less than 300 students were selected in these municipalities and their final 
eligibility was decided by Regional and District Directors. Selected schools were mainly rural and concentrated in 
specific geographical areas. During the second phase of the program’s expansion in June 2002, schools with 750 
students or more located in urban marginal areas mainly in Santo Domingo and Santiago were selected. In this 
phase, the official 1997 poverty map was not used. The identification of urban marginal areas supposedly was 
carried out through specific case studies. During the program’s first expansion phase, the identification of eligible 
mothers was carried out by the parents’ school committee and other community organizations. Only in a second 
stage, eligible household socioeconomic information was gathered. According to the program’s rule, the criteria 
that should have been used to identify eligible mothers were: (i) women heads of household, and (ii) families 
whose parents were unemployed or under-employed but not self-employed. Given these criteria, the beneficiary 
selection mechanism was problematic. A depuration of the roaster of beneficiaries that took place at the 
beginning of 2004 revealed numerous cases of mothers with no children or who did not meet other eligibility 
criteria (e.g.,, some were SEE employees or were using fake identification numbers). As a result of an initial 
revision of specific cases, during January-September 2004, 3,700 mothers were taken off the roaster of 
beneficiaries.  
Rules of eligibility and operation: Not published.     
Organizational structure: TAE lacked a well-defined operational structure and a bare minimum logistical 
structure to monitor children’s enrollment and assistance and ensure a smooth and on time payment process. 
Insufficient resources were devoted to the execution of the program.             
M&E system: Basically inexistent.  
Reforms to the TAE: The design of a plan to strengthen TAE’s operations started at the end of 2003. In late 
2004, the restructuring plan for the TAE program began to be implemented under a new name, Incentivo a la 
Asistencia Escolar (ILAE) and with a brand new team of about 15 people in the SEE.  

Note: US$1 = RD$41.24 (BCRD official average exchange rate for the year 2004).  
Source: Based on García (2005). 
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Box A.5.1.4 School Assistance Incentives/Incentivo a la Asistencia Escolar (ILAE) 

Program’s stated objectives: Improve the educational achievements of children of extremely poor households 
(ICV-I according to the SIUBEN); improve school assistance and reduce drop out rates among children ages 5 
through 15.    
Type of transfer: Conditional cash transfer.   
Geographical coverage: Rural and urban areas. Program’s goal for 2005: 80,000 households.  
Executing agency: State Secretariat of Education (SEE), through a National Coordination Unit (NCU).   
2005 assigned budget: RD$489.7 million (US$16.85 million). No execution took place between January and 
March 2005. The official ILAE launch is planned for September 2005, at the beginning of the school year.  
Estimated administrative costs: Still to be determined.  
Source of financing: National budget. 
Complementarities with other programs: With Comer es Primero. 
Targeting and household eligibility criteria: Proxy-means testing. Extremely poor households (ICV-I) according 
to the SIUBEN with children between 5 and 15 enrolled in basic education. Households must be beneficiary of the 
program Comer es Primero. Therefore the ILAE will be implemented in geographical areas prioritized by the 
program Comer es Primero.  
Type and frequency of the transfer: The size of the cash transfer varies according to the number of eligible 
children in a given family. A family with up to two children ages 5 through 15 enrolled in basic education would 
receive RD$300 monthly and RD$150 for each additional eligible child. Currently the program does not define a 
cap on the total amount of grants received by eligible households. Payments would be carried out every other 
month, five times a year, for a total of 10 months. Transfers would be charged to the Tarjeta Solidaria (the same 
card that will be used by Comer es Primero and GLP gas subsidies). The Tarjeta Solidaria is issued to the head of 
the household (mothers will not necessarily be the direct recipients, as previously established in the TAE program 
where payments were made through checks. The reason seems to be that women are less likely than men to 
possess valid personal identification, however this is not corroborated by the data).  
Conditionalities: Children’s enrollment and regular assistance to school (minimum 85 percent of the time). 
Period of eligibility: Minimum period of 3 years. 
Rules of operation: An official operational manual is available.  
Organizational structure: The whole ILAE organizational structure depends from the NCU. A regional 
coordination unit will be placed in each regional office of the SEE. Regional coordination units will supervise the 
work of SEE staff responsible for the adequate operation of the program at the district level, including the auditing 
of student assistance records. The ILAE district coordinators will be technical personnel of the SEE who will be re-
assigned to the ILAE. The NCU will be responsible for validating household socioeconomic data contained in the 
SIUBEN and for channeling to the SIUBEN office all updating requests. The NCU will also be responsible for bi-
monthly generating the list of households eligible for receiving the transfers. This list will be transmitted to the 
ADESS, which will authorize the payments. As of April 2005, the ILAE organizational and logistic structure was 
in its very early stages of implementation. According to the NCU coordinator, about 270 SEE personnel will be 
involved in the ILAE operation.     
M&E system: Specified in the operational manual. Not yet in place. 

Note: US$1 = RD$29.06 (BCRD official average exchange rate for the period January – March 2005). 
Source: Based on García (2005). 
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Box A.5.1.5: LPG (Gas Propano Líquido) / Gas Subsidies  

Program’s stated objective: Conceived as a poverty alleviation program to allow poor household access to low 
price fuel for domestic use.  
Geographical coverage: Urban and rural. 
Executing agency: State Secretariat of Industry and Commerce (Secretaría de Estado de Industria y Comercio, 
SSIC). 
Type of transfer: Consumption subsidy. GLP suppliers sell gas at a subsidized price.  
Execution structure: The State Secretariat of Finance (Secretaría de Estado de Finanzas, SSF) transfers resources 
to three GLP import firms to compensate for the difference between the market price and the subsidized GLP 
price. SSIC supervises and controls GLP commercialization and validates the amounts to be disbursed to GLP 
suppliers by the SSF.  
Amount of transfers executed in 2004: RD$5,608 million (US$136 million). Budget executed between January 
and March 2005: RD$ 1,589 (US$54.6 million).  
Administrative costs in 2004: Estimated administrative costs were RD$180 million. Starting in January 2005, the 
program’s administrative and operational costs are covered by a RD$4 charge on each GLP gallon sold at market 
price.  
Source of financing: National budget. 
Targeting and household eligibility criteria: Households purchasing GLP in containers of 22.5 gallons or less 
(there is no way of determining whether GLP gas is for domestic, transport or commercial use). The application of 
this criterion started in August 2004 within the framework of the so called “Apache Plan” to dismantle generalized 
gas subsidies, and exclude large consumers from the subsidy (those who buy in containers bigger than 22.5 
gallons). As of June 2005, the GLP subsidy would be targeted to poor households via the SIUBEN (probably to 
ICV-I, ICV-II and ICV-III households).   
Type and frequency of the transfer: Consumers purchasing GLP in containers of 22.5 gallons or less buy GLP at 
a subsidized price (currently RD$25 per gallon). The difference between the subsidized price and the parity import 
price is covered up by fiscal resources. The price of the subsidized gallon was fixed by the Government in 2003 at 
RD$25 and has remained constant since then. Given the parity import price fluctuations, the value of the subsidy 
increased from RD$2.94 in February 2003 to RD$35.3 in August 2004, decreasing to RD$19.72 in April 2005. 
Currently there are no limits neither on the GLP amount (or value) purchased by each household nor on the 
frequency of purchasing. The GLP reform proposal that should be implemented through the SIUBEN would entail 
a maximum monthly transfer of RD$250 per eligible household for the purchase of 10 gallons of GLP (assuming 
that GLP subsidized price remains constant at RD$25 per gallon). The monthly transfer would be paid to eligible 
households through the Tarjeta Solidaria and be earmarked only to purchase GLP gas. 
Rules of operation: Exist and are published (Decree 1068-04 and Resolution N. 96 September 2004, SSIC).     
Targeting methods: As of August 2004, self-selection of households purchasing GLP gas in containers of 22.5 
gallons or less. As of June 2005, the subsidy would be targeted through the SIUBEN. 
Organizational structure: The organizational structure of the program is not documented. About 1,300 
individuals are involved in the supervision of GLP commercialization and monitoring of GLP suppliers’ 
compliance with the rules.           
M&E system: With the exception of operational monitoring mechanisms implemented by the SSIC through its 
supervisors, no other M&E mechanism is in place. 

Note: US$1 = RD$41.24 (BCRD official average exchange rate for the year 2004); US$1 = RD$29.06 (BCRD official 
average exchange rate for the period January – March 2005). 
Source: Based on García (2005). 
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Box A.5.1.6: Power Outage Reduction Program/Programa de Reducción de Apagones (PRA) 

Program’s objectives: Alleviate the impact of tariff increases on poor households after the elimination of 
generalized subsidies and of the supply of electricity for a minimum of 18-20 hours in urban marginal areas. The 
long term goal is to cultivate among the poor “a culture of electricity bill payment” that can survive beyond this 
program. The power outage reduction program (PRA) was established in 2002.      
Type of transfer: Consumption subsidy.   
Geographical coverage: Mainly urban. The ENCOVI reports rural coverage for the electricity subsidy. This might 
be due to the fact that in 2003 (therefore within the ENCOVI recalling period) the Government re-instated 
generalized subsidies, which started to be phased out in December 2003.   
Responsible Agency: Dominican Corporation of State Electricity Companies (Compañía Dominicana de 
Empresas de Electricidad, CDEE).  
2004 executed budget: RD$4,335.2 million (US$105 million).  
2005 executed budget: RD$3,654.2 million (US$125 million) between January and March 2005.  
Estimated administrative costs: Monthly personnel costs are RD$2.5 million.    
Source of financing: National budget. Distribution companies committed to cover 25 percent of the gross 
spending on PRA, while the Government meets 75 percent of the gross spending. Revenues that accrued from 
customer bill payments should have been apportioned as follows: 32 percent retained by the distributors as 
payment for the services provided, 20 percent earmarked for improvements, maintenance and emergency repairs of 
basic electricity infrastructure in poor neighborhoods, and 48 percent allocated  to the Government to cover the 
cost of the electricity provided by the CDEE.  Bill collection rates reached 30 percent in 2002 before falling in 
2003. Overall, households’ lack of metering, thus bills are more often issued to the community rather than to 
individual households.  
Targeting and household eligibility criteria: Households and small entrepreneurs residing in poor urban 
marginal areas. 93 urban marginal areas were covered in 2003, and 300 were covered in 2004 according to 
unofficial sources. 
Rules of operation: Exist. Small consumers pay a monthly flat fee in the range of RD$100-RD$300. Small 
businesses pay monthly tariffs between RD$500 and RD$1,000. Special tariffs are available for medium size 
businesses.  
Organizational structure: The executing unit employees 210 individuals   
M&E system: Qualitative evaluations have taken place and point to very low bill collection rates and Government 
non-compliance with the investment of resources in electricity infrastructure upgrading. The PRA provides a 
perverse incentive and an easy solution for distribution companies to solve a problem with a large non-performing 
group of consumers. A proper M&E system is not in place. 

Note: US$1 = RD$41.24 (BCRD official average exchange rate for the year 2004); US$1 = RD$29.06 (BCRD 
official average exchange rate for the period January – March 2005). 
Source: Based on García (2005); and Public Expenditure Review, World Bank (2004). 
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Box A.5.1.7: Comedores Económicos  

Program’s stated objectives: Improve the nutritional status of the population and the access of low income 
individuals to food.  
Type of transfer: In-kind transfer (food) or consumption subsidy (food sold at subsidized prices).   
Geographical coverage: In theory universal, in practice concentrated in urban marginal areas (34 comedores) and 
prisons.    
Executing Agency: Comedores Económicos del Estado of the Office of the Presidency. Established in 1942.  
2004 executed budget: RD$206.5 million (US$5 million).  
2005 assigned budget: RD$ 697.6 million (US$24 million) 
Estimated administrative costs: 12.6 percent in 2004 according to official information.     
Source of financing: National budget (62 percent) and cost recovery (38 percent). Each food ration is sold at RD$5, 
while the production cost of one ration is estimated at RD$16.7   
Targeting and household eligibility criteria: Self-selection. No eligibility criteria established with the exception of 
food rations prepared for prison inmates. Strikingly, the legal framework potentially allows food rations to be sold to 
wedding and birthday parties, receptions to both private and public institutions.  The Presidential Decree 1554-04 
includes the program into the Sub-program of Social Assistance, therefore the program should be targeted through 
the SIUBEN, with the exception of the inmate population.      
Rules of operation: Do not exist.  
Organizational structure: The executing unit employs 210 individuals.   
M&E system: No monitoring or evaluation of the program’s results has ever taken place.  

Note: US$1 = RD$41.24 (BCRD official average exchange rate for the year 2004); US$1 = RD$29.06 (BCRD official 
average exchange rate for the period January – March 2005). 
Source: Based on García (2005). 
 

Box A.5.1.8: Price Stabilization Institute (INESPRE) – Popular Markets 

Program’s stated objectives: Promote and support the participation and integration of producers and consumers 
with the goal of contributing to the integral development of the production structure and improving the supply of 
basic food items to urban and rural areas. The Institute’s mandate is to guarantee the supply of basic food items and 
regulate prices to protect consumers and producers.  In principle, INESPRE intervenes primarily in remoter, poorer 
rural areas where private commercial wholesale or retail outlets are scarce and where INESPRE can purchase 
whatever goods are left at the end of the day at just below the market price (therefore, in theory, contributing to the 
profitability of producers by offering them a channel for the commercialization of their products) and then re-sell 
them in marginal urban and remote rural areas at subsidized prices (therefore improving consumers’ access to basic 
staples). INESPRE also handles rice, onions, garlic, fruit, milk, chicken, and tuna imports to be sold at subsidized 
prices.   
Type of transfer: Commercialization subsidies for producers; consumption subsidies for consumers.  
Geographical coverage: National.  
Executing agency: INESPRE is ascribed to the Office of the Presidency. 
2004 executed budget: RD$1,423.9 (US$34 million). Estimated total value of the transfers to consumers (i.e., 
difference between  the value of goods acquired from producers and the value of the products sold to the public) 
where RD$455 (US$11 million). 
2005 assigned transfers: From national budget to INESPRE: RD$457.1 million (US$15.75 million). 
Estimated administrative costs: Administrative costs related to the organization of popular markets (not including 
personnel salaries) were 12.8 percent of the total value of the transfers to consumers in 2004.  
Source of financing: National budget (41.5 percent) and proceeds from food selling (58.5 percent) in 2004 
Targeting and household eligibility criteria: Basic food producers and general population (self-selection). Planning 
to use official poverty map to set up mercados populares (popular markets). 
M&E system: Not in place. 

Note: US$1 = RD$41.24 (BCRD official average exchange rate for the year 2004); US$1 = RD$29.06 (BCRD official 
average exchange rate for the period January – March 2005). 
Source: Based on García (2005). 
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Box A.5.1.9 Essential Drugs Program (PROMESE)/Popular Pharmacies (Boticas Populares) 

Program’s stated objectives: Initially the program was conceived to finance and manage popular pharmacies 
(Boticas Populares) and to sell generic and essential drugs at a reduced price to poor people. PROMESE has 
expanded its original mandate and now procures pharmaceuticals for all public health facilities, and more than half 
of its purchases are now destined to public hospitals to which it also provides some medical inputs and equipment.  
Type of transfer: Consumption subsidy: selling of generic and essential drugs at reduced (subsidized) prices.  
When drugs are donated instead, PROMESE should be considered an in-kind transfer.  
Geographical coverage: National. Total number of Boticas Populares is 419 (119 in Santo Domingo and 300 
elsewhere). Drugs are also procured for 152 hospitals and 900 rural clinics.   
Executing agency: Executing Unit PROMESE-CAL in SESPAS but ascribed to the Office of the Presidency. The 
program was first established in 1984.   
2005 allocated budget: RD$1,285.7 million (US$ 44.2 million). Budget executed in January 2005: RD$10.4 
million (US$0.35 million). 
Transfers’ value in 2003: PROMESE estimates that the value of the transfers to consumers in 2003 was 
RD$275.5 million (US$9.48 million). 
Administrative costs in 2004: Not available for 2003 or 2004. In 2002 estimated administrative costs were 23.9 
percent. 
Source of financing: National budget and cost recovery. 
Targeting and household eligibility criteria: The executing agency is applying some sort of geographical 
targeting to decide where to open or re-locate popular pharmacies. There are no specific eligibility criteria for the 
population. Presidential Decree 1555-04 places PROMESE within the Social Subsidy Sub-program. It is therefore 
expected that the program will adopt the official poverty map and the SIUBEN selection mechanism as its 
targeting mechanism. Under the subsidized regime of Social Security, eligible individuals are expected to receive 
drugs free of charges through PROMESE.    
Organizational structure: PROMESE-CAL’s execution is supervised by an executive board. A Director and a 
Deputy Director head the program, under whom five managers operate. One of its departments is in charge of the 
popular pharmacies and it has personnel of 1,168 persons, 62.5 percent of whom work in the 419           popular 
pharmacies.  
M&E system: None. 

Note: US$1 = RD$29.04 (BCRD official average exchange rate for the year 2003); US$1 = RD$29.06 (BCRD 
official average exchange rate for the period January – March 2005). 
Source: Based on García (2005). 
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ANNEX 5.2: INCOME PMT PREDICTIVE POWER  
ACCORDING TO HOUSEHOLD PER CAPITA EXPENDITURES 

 

Table A.5.2.1:  Household Poverty Classification by SIUBEN-ICV - Income and Per Capita 
Expenditures PMT  

 
Country 

(%) 
Urban 

(%) 
Rural 
(%) 

SIUBEN ICV PMT –  expenditures    
Correctly classified as 20% income poorest families 44.1 43.0 43.1 
Correctly classified as 40% income poorest families 59.3 60.9 56.7 
Always correctly classified 33.3 32.9 31.1 
Income PMT – expenditures 
Correctly classified as 20% income poorest families 58.5 59.2 56.5 
Correctly classified as 40% income poorest families 71.9 71.9 70.6 
Always correctly classified 44.0 43.6 42.4 

  

Note: Q1 refers to the bottom 20 percent of household per capita expenditure distribution. Income PMT was 
estimated using the same information contained in the SIUBEN survey. 
Source: Own calculations based on the SIUBEN algorithm and the 2004 ENCOVI. 
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ANNEX A.5.3: INCOME PROXY MEANS TEST (PMT) REGRESSION RESULTS 

Table A.5.3.1: Income PMT Regression (SIUBEN Information)  

the set of regressors is restricted to variables that are also contained in the SIUBEN survey 

Urban Area Rural Area 
Independent variables Coeff

. 
t Sig. 

Coeff
. 

t Sig.

Geographical dummies (regions)     
National District -0.058 -2.508 0.012   
Valdesia   -0.102 -3.199 0.001 
East 0.110 3.930 0.000   
del Valle -0.286 -7.535 0.000 -0.222 -5.970 0.000 
Enriquillo -0.150 -4.226 0.000 -0.112 -2.455 0.014 
Household composition     
Log number of household’s members -0.975 -37.878 0.000 -0.955 -34.998 0.000 
Head of household’s gender 0.070 2.635 0.008   
Household type (1=head of household and spouse, 0= otherwise) 0.095 2.490 0.013   
Household type (1=head of household, spouse and children, 0= otherwise)  -0.071 -2.418 0.016 
Household type (1=single-headed, 0=otherwise) -0.092 -2.863 0.004 -0.162 -3.995 0.000 
# of household’s members age 45-59 -0.032 -2.097 0.036   
Household’s members residing abroad (yes=1; no=0) 0.340 11.571 0.000 0.403 9.120 0.000 
Human capital     
Household heads’ years of education (square) 0.002 10.890 0.000 0.023 7.312 0.000 
Spouse’s years of education (square) 0.001 3.270 0.001 0.019 5.035 0.000 
Household heads’ literacy (1=literate, 0=illiterate) 0.073 2.486 0.013   
# of literate members of the households older than 14 0.059 4.233 0.000 0.067 4.649 0.000 
# of members age 15-18 attending school  -0.102 -5.044 0.000   
Log of spouse’s age -0.042 -4.385 0.000 -0.039 -4.004 0.000 
Dwelling characteristics     
Dwelling is rented (1=yes, 0=otherwise) -0.137 -6.253 0.000   
Dwelling is owned and paid off (1=yes, 0=otherwise)   -0.202 -2.080 0.038 
Walls are “bloques” or cement (1=yes, 0=otherwise) 0.073 3.022 0.003   
 Roof made of zinc (1=yes, 0= otherwise) -0.068 -2.736 0.006   
Floor made of granite, marble, ceramic (1=yes, 0= otherwise) 0.180 3.972 0.000 0.165 2.004 0.045 
Floor made of mosaic (1=yes, 0= otherwise) 0.073 2.311 0.021   
# of rooms 0.087 8.913 0.000   
# of rooms (square)   0.013 8.253 0.000 
Apartment (1=yes, 0= otherwise) 0.097 2.733 0.006   
Equipment     
Car (1=yes, 0=no) 0.241 8.744 0.000 0.321 7.947 0.000 
Air conditioning (1=yes, 0=no) 0.297 6.202 0.000 0.316 2.848 0.004 
TV (1=yes, 0=no) 0.099 3.438 0.001 0.084 3.118 0.002 
Washing machine (1=yes, 0=no) 0.080 3.312 0.001 0.148 5.491 0.000 
Refrigerator (1= yes, 0=no) 0.067 2.592 0.010   
Computer (1= yes, 0=no) 0.086 2.151 0.032 0.281 2.861 0.004 
Basic Services      
 sanitario de arrastre privado (1=yes, 0=otherwise) 0.161 5.595 0.000 0.146 4.716 0.000 
sanitario de inodoro de arrastre compartido (1=yes, 0=otherwise) 0.151 3.816 0.000 0.174 2.373 0.018 
sanitario de foso, letrina compartida  (1=yes, 0=otherwise) 0.094 2.722 0.007   
Public water connection inside the dwelling  (1=yes, 0=otherwise) 0.062 3.004 0.003   
Public water connection outside the dwelling (1=yes, 0=otherwise)   -0.101 -4.046 0.000 
agua de remanantial, río, arroyo  (1=yes, 0=otherwise)   -0.118 -3.559 0.000 
Lighting (1=electricity connection, 0= otherwise) 0.205 2.728 0.006   
Garbage elimination (1=burning, 0= otherwise)   0.076 3.388 0.001 
Employment and job characteristics     
Head of household employed (1=yes, 0=no) 0.164 6.576 0.000 0.195 6.419 0.000 
Spouse employed (1= yes, 0=no) 0.250 10.313 0.000 0.218 7.472 0.000 
# of household’s members employed  0.213 12.861 0.000 0.201 10.595 0.000 
Head of household is a salaried worker (1=yes, 0=no) 0.170 5.463 0.000 0.135 3.398 0.001 
Head of household is an employer (1=yes, 0=no) 0.482 8.009 0.000 0.509 7.006 0.000 
Head of household is self-employed (1=yes, 0=no) 0.277 8.767 0.000 0.225 5.907 0.000 
(Constant) 7.832 89.069 0.000 8.211 192.8930.000 
R2 0.511   0.484  
Number of observations 5834   3991  

Source:  Own estimates based on the 2004 ENCOVI       
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Table A.5.3.2: Income PMT Regression (All variables contained in ENCOVI)  

the full set of variables contained in the 2004 ENCOVI are used as regressors 

Urban Area Rural Area 
Independent variables 

Coeff. t Sig. Coeff t Sig. 
Geographical dummies (regions)     
Valdesia    -0.085 -2.702 0.007 
East 0.119 4.382 0.000 0.095 2.347 0.019 
North-Central 0.057 2.134 0.033  
del Valle -0.236 -6.277 0.000 -0.211 -5.794 0.000 
Enriquillo -0.117 -3.310 0.001  
Human capital     
Household heads’ years of education    0.019 6.115 0.000 
Household heads’ years of education (square) 0.001 9.954 0.000  
Spouse’s years of education 0.000 2.622 0.009 0.003 3.540 0.000 
Spouse’s years of education (cubic)    0.000 -2.585 0.010 
Years of education of household’s members older than 18 (square) 0.000 2.209 0.027  
Years of education of household’s members older than 18 (cubic)    0.000 2.077 0.038 
# of members age 15-18 attending school  -0.075 -3.619 0.000  
# of members age 15-18 attending school (square)     
# of literate members of the households older than 14 0.042 2.865 0.004 0.058 3.904 0.000 
# of literate members of the households older than 14 (square)     
Log of spouse’s age -0.031 -3.608 0.000 -0.047 -4.992 0.000 
Head of household is a migrant (relative to his/her birthplace) -0.055 -2.973 0.003  
Head of household migrated relative to five years ago  0.081 2.342 0.019  
Household composition     
Log number of household’s members -1.006 -24.254 0.000 -0.872 -24.611 0.000 
Head of household’s gender 0.054 2.093 0.036  
Household’s members residing abroad (yes=1; no=0) 0.293 9.981 0.000 0.356 8.127 0.000 
# of household’s members age 25-44 0.026 2.043 0.041  
# of head of household’s siblings -0.037 -3.593 0.000 -0.041 -3.615 0.000 
Household type (1=single-headed, 0=otherwise)    -0.131 -3.258 0.001 
Dwelling characteristics     
on an unpaved street or road (1=yes, 0= otherwise) 0.083 4.232 0.000  
# of household’s members per room 0.074 2.916 0.004  
# of rooms 0.168 4.280 0.000  
# of rooms (square) -0.008 -2.013 0.044 0.011 6.724 0.000 
Dwelling is rented (1=yes, 0=otherwise) -0.127 -5.816 0.000  
Dwelling is owned and paid off (1=yes,  0=otherwise)    0.068 2.653 0.008 
Walls are “bloques” or cement (1=yes, 0=otherwise) 0.067 2.782 0.005  
 Roof made of “concreto” (1=yes, 0= otherwise)    0.092 2.597 0.009 
 Roof made of zinc (1=yes, 0= otherwise) -0.055 -2.265 0.024  
Floor made of granite, marble, ceramic (1=yes, 0= otherwise) 0.130 2.992 0.003  
Apartment (1=yes, 0= otherwise) 0.089 2.557 0.011  
Equipment     
Car (1=yes, 0=no) 0.186 6.789 0.000 0.279 6.921 0.000 
Air conditioning (1=yes, 0=no) 0.233 4.829 0.000 0.308 2.844 0.004 
Electric generator (1=yes, 0=no) 0.167 4.756 0.000 0.272 4.947 0.000 
Water cistern (1=yes, 0=no) 0.108 2.997 0.003  
Radio or stereo (1=yes, 0=no) 0.069 3.434 0.001  
Internet (1=yes, 0=no) 0.159 2.726 0.006  
Washing machine (1=yes, 0=no) 0.057 2.449 0.014 0.122 4.550 0.000 
Heater (1=yes, 0=no)     
TV (1=yes, 0=no) 0.076 2.702 0.007 0.049 1.817 0.069 
Basic Services      
 sanitario de arrastre privado (1=yes, 0=otherwise) 0.139 4.897 0.000 0.132 3.607 0.000 
sanitario de inodoro de arrastre compartido (1=yes, 0=otherwise) 0.140 3.543 0.000 0.209 2.839 0.005 
sanitario de foso, letrina privada  (1=yes, 0=otherwise)    0.056 2.069 0.039 
sanitario de foso, letrina compartida  (1=yes, 0=otherwise) 0.085 2.472 0.013  
Public water connection inside the dwelling (1=yes, 0=otherwise) 0.051 2.457 0.014  
Public water connection outside the dwelling (1=yes, 0=otherwise)    -0.091 -3.752 0.000 
agua de remanantial, río, arroyo  (1=yes, 0=otherwise)    -0.107 -3.269 0.001 
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Lighting (1=electricity connection, 0= otherwise) 0.179 2.417 0.016  
Garbage collection (1=by the municipality, 0= otherwise) 0.046 2.070 0.039  
Garbage elimination (1=burning, 0= otherwise)    0.069 3.125 0.002 
Telephone service connection (1=yes, 0=no) 0.137 6.194 0.000 0.091 3.278 0.001 
Employment and job characteristics     
Head of household employed (1=yes, 0=no) 0.188 7.455 0.000 0.239 7.786 0.000 
Spouse employed (1= yes, 0=no) 0.252 10.493 0.000 0.237 8.211 0.000 
# of household’s members employed  0.208 12.687 0.000 0.275 7.716 0.000 
 # of household’s members employed (square)    -0.027 -2.290 0.022 
Head of household is a salaried worker (1=yes, 0=no) 0.118 3.583 0.000 0.091 2.233 0.026 
Head of household is an employer (1=yes, 0=no) 0.428 6.680 0.000 0.408 5.638 0.000 
Head of household is self-employed (1=yes, 0=no) 0.209 6.132 0.000 0.147 3.778 0.000 
Head of household is a domestic worker (1=yes, 0=no)     
Head works in food processing, textiles and shoe industry (yes=1)    -0.179 -4.167 0.000 
Head works in other industry (1=yes, 0=no) 0.133 3.171 0.002  
Head works in the water and electricity and construction sectors 0.087 2.513 0.012 0.264 6.243 0.000 
Head works in the retail sector, restaurants, hotels  (1=yes, 0=no) 0.109 4.044 0.000 0.089 2.846 0.004 
Head works in transport, communication, finance (1=yes, 0=no) 0.136 4.015 0.000  
Head is director or manager (1=yes, 0=no)    0.236 2.596 0.009 
Head is a professional or a specialist (1=yes, 0=no)     
Head is a service personnel or seller (1=yes, 0=no) -0.097 -3.383 0.001  
Head works as a handworker, apprentice (1=yes, 0=no) -0.100 -3.704 0.000 -0.176 -5.813 0.000 
Head works in a firm with less than 6 employees (1=yes, 0=no) -0.066 -1.970 0.049  
Head is affiliated to social security (1=yes, 0=no) 0.059 2.547 0.011 0.108 3.364 0.001 
(Constant) 7.638 67.469 0.000 8.127 174.176 0.000 
Number of significative variables 55   42    
R2 0.528   0.507 
Number of observations 5834   3991    

Source:  Own estimates based on the 2004 ENCOVI 
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Table A.5.3.3: Income PMT Regression (excluding school assistance, employment)  

the full set of variables contained in the 2004 ENCOVI are used as regressors except children’s school 
attendance and household member’s employment status 

Urban Area Rural Area 
Independent variables 

Coeff t Sig. B t Sig.
Geographical dummies (regions)     
Valdesia   -0.089 -2.703 0.007
East 0.124 4.365 0.000   
North-Central 0.069 2.437 0.015   
del Valle -0.259 -6.598 0.000 -0.217 -5.771 0.000
Enriquillo -0.151 -4.079 0.000 -0.108 -2.300 0.021
Human capital     
Household heads’ years of education   0.022 6.532 0.000
Household heads’ years of education (square) 0.002 10.935 0.000   
Spouse’s years of education (square) 0.001 3.302 0.001 0.001 4.984 0.000
Years of education of household’s members older than 18 0.014 5.508 0.000   
Years of education of household’s members older than 18 (cubic) 0.000 2.117 0.034
# of literate members of the households older than 14 0.042 2.419 0.016 0.096 6.085 0.000
Head of household is a migrant (relative to his/her birthplace) -0.056 -2.927 0.003   
Spouse’s age   -0.002 -3.145 0.002
Household heads’ age (cubic)   0.000 -3.488 0.000
Other members’ age   0.013 5.764 0.000
Other members’ age (cubic)   0.000 -4.338 0.000
Household composition     
Number of household’s members   0.106 4.876 0.000
Log number of household’s members -1.008 -26.170 0.000 -1.173 -16.735 0.000
Head of household’s gender 0.117 5.354 0.000 0.146 4.782 0.000
Household’s members residing abroad (yes=1; no=0) 0.257 8.364 0.000 0.290 6.365 0.000
# of household’s members age 15-24 0.015 2.754 0.006   
# of household’s members age 25-44 0.128 7.753 0.000   
# of household’s members age 55-49 (square) 0.035 3.423 0.001   
# of head of household’s siblings -0.031 -2.943 0.003   
# of head of household’s men siblings (square)   -0.011 -2.920 0.004
# of head of household’s women siblings   -0.070 -4.371 0.000
Household type (1=head of household and spouse, 0= otherwise) 0.164 3.384 0.001
Household type (1=single-headed, 0=otherwise) -0.116 -2.576 0.010
Dwelling characteristics     
# of rooms 0.098 7.244 0.000   
# of rooms (square)   0.012 7.002 0.000
Walls are “bloques” or cement (1=yes, 0=otherwise) 0.084 3.432 0.001   
Floor made of granite, marble, ceramic (1=yes, 0= otherwise) 0.103 2.277 0.023   
Dwelling is rented (1=yes, 0=otherwise) -0.110 -4.892 0.000   
Dwelling is owned, no liability on it (1=yes, 0=otherwise) 0.065 2.492 0.013
Apartment (1=yes, 0= otherwise) 0.112 3.141 0.002   
on an unpaved street or road (1=yes, 0= otherwise) 0.086 4.136 0.000   
# of household’s members per room 0.049 2.136 0.033   
Equipment     
Car (1=yes, 0=no) 0.244 8.596 0.000 0.303 7.187 0.000
Electric generator (1=yes, 0=no) 0.182 4.939 0.000 0.317 5.541 0.000
Air conditioning (1=yes, 0=no) 0.251 4.976 0.000   
Washing machine (1=yes, 0=no) 0.055 2.233 0.026 0.138 5.041 0.000
Water cistern (1=yes, 0=no) 0.117 3.108 0.002   
Radio or stereo (1=yes, 0=no) 0.079 3.738 0.000   
TV (1=yes, 0=no) 0.066 2.245 0.025   
Computer (1= yes, 0=no)   0.248 2.489 0.013
Internet (1= yes, 0=no) 0.144 2.344 0.019   
Basic Services      
 sanitario de arrastre privado (1=yes, 0=otherwise) 0.133 4.552 0.000 0.118 3.664 0.000
sanitario de inodoro de arrastre compartido (1=yes, 0=otherwise) 0.143 3.494 0.000 0.174 2.296 0.022
sanitario de foso, letrina compartida  (1=yes, 0=otherwise) 0.087 2.420 0.016   
Public water connection inside the dwelling (1=yes, 0=otherwise) 0.056 2.602 0.009   
Public water connection outside the dwelling (1=yes, 0=otherwise) -0.093 -3.603 0.000
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agua de remanantial, río, arroyo  (1=yes, 0=otherwise) -0.094 -2.740 0.006
Lighting (1=electricity connection, 0= otherwise) 0.197 2.540 0.011   
Telephone service connection (1=yes, 0=no) 0.154 6.662 0.000 0.109 3.733 0.000
Garbage elimination (1=burning, 0= otherwise)   0.062 2.660 0.008
(Constant) 7.876 86.537 0.000 8.300 162.433 0.000
Number of significative variables 37    32  
R2 0.475  0.449  
Number of observations 5834    3991  

Source:  Own estimates based on the 2004 ENCOVI       
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ANNEX 5.4: ALTERNATIVE TARGETING SCENARIOS: DETAILED SIMULATION RESULTS 
 

Table A.5.4.1 Coverage, Absolute and Relative Incidence 

By Income Quintile By Area 
Program/Targeting strategy Total

Q1 Q2 Q3 Q4 Q5 Urban Rural 

COVERAGE             
Comer es Primero + ILAE    
Targeting option (c) 0.087 0.254 0.105 0.050 0.018 0.007 0.054 0.145
Targeting option (d)  0.061 0.161 0.072 0.036 0.026 0.009 0.030 0.115
Targeting option (e) 0.088 0.219 0.118 0.072 0.028 0.006 0.101 0.065
Targeting option (f) 0.067 0.156 0.073 0.050 0.034 0.021 0.041 0.113
Targeting option (g) 0.071 0.168 0.072 0.051 0.037 0.025 0.049 0.108
Comer es Primero       
Targeting option (c) 0.087 0.254 0.105 0.050 0.018 0.007 0.054 0.145
Targeting option (d)  0.061 0.161 0.072 0.036 0.026 0.009 0.030 0.115
Targeting option (e) 0.088 0.219 0.118 0.072 0.028 0.006 0.101 0.065
Targeting option (f) 0.067 0.156 0.073 0.050 0.034 0.021 0.041 0.113
Targeting option (g) 0.071 0.168 0.072 0.051 0.037 0.025 0.049 0.108
ABSOLUTE INCIDENCE       
Comer es Primero + ILAE    
Targeting option (c) 1 0.574 0.242 0.125 0.044 0.015 0.392 0.608
Targeting option (d)  1 0.452 0.232 0.145 0.123 0.049 0.339 0.661
Targeting option (e) 1 0.473 0.279 0.173 0.060 0.015 0.749 0.251
Targeting option (f) 1 0.411 0.210 0.165 0.127 0.088 0.403 0.597
Targeting option (g) 1 0.425 0.200 0.158 0.123 0.094 0.439 0.561
Comer es Primero    
Targeting option (c) 1 0.558 0.249 0.127 0.050 0.016 0.393 0.607
Targeting option (d) 1 0.400 0.230 0.162 0.146 0.062 0.343 0.657
Targeting option (e) 1 0.462 0.279 0.176 0.067 0.016 0.727 0.273
Targeting option (f) 1 0.370 0.207 0.173 0.145 0.105 0.402 0.598
Targeting option (g) 1 0.393 0.195 0.165 0.136 0.110 0.449 0.551
RELATIVE INCIDENCE       
Comer es Primero + ILAE    
Targeting option (c) 0.002 0.040 0.008 0.003 0.001 0.000 0.001 0.006
Targeting option (d)  0.002 0.030 0.008 0.003 0.002 0.000 0.001 0.006
Targeting option (e) 0.002 0.033 0.009 0.004 0.001 0.000 0.003 0.002
Targeting option (f) 0.002 0.028 0.007 0.004 0.002 0.000 0.001 0.005
Targeting option (g) 0.002 0.029 0.007 0.003 0.002 0.000 0.001 0.005
Comer es Primero    
Targeting option (c)  0.002 0.028 0.006 0.002 0.000 0.000 0.001 0.004
Targeting option (d) 0.002 0.020 0.006 0.003 0.001 0.000 0.001 0.004
Targeting option (e) 0.002 0.023 0.007 0.003 0.001 0.000 0.002 0.002
Targeting option (f) 0.002 0.018 0.005 0.003 0.001 0.000 0.001 0.004
Targeting option (g) 0.002 0.020 0.005 0.003 0.001 0.000 0.001 0.004

Note: Poverty map at the municipality level. Coverage: (Number of individuals in the group 
who live in a household where at least one member receives the transfer)/(Number of 
individuals in the group). Absolute Incidence: (Total aggregated transfer amount received 
by all individuals in the group)/(Total aggregated transfer amount received by all individuals 
in the population). Relative Incidence: (Total transfer amount received by individuals in the 
group)/(Total income of individuals in the group).  
Source: Own calculations based on the 2004 ENCOVI.  

 
 



 


