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Country Dominican Republic
Sector(s) Vocational training (25%), Other social services (75%)
Theme(s) Improving labor markets (40%), Social safety nets (20%), Social 

risk mitigation (40%)
Lending Instrument Investment Project Financing
Project ID P131109
Borrower(s) Ministry of Economy, Development and Planning
Implementing Agency Ministry of Labor
Environmental Category B-Partial Assessment
Date PID Prepared/Updated 25-Oct-2013
Date PID Approved/Disclosed 07-Nov-2013
Estimated Date of Appraisal 
Completion
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Approval

25-Feb-2014

Decision

I. Project Context
Country Context
Over the past decade, the Dominican Republic (DR) has experienced high and fluctuating economic 
growth rates. Between 2001 and 2011, the GDP growth rate for the DR was 5.2 percent, almost 
fifty percent higher than the average growth rate for Latin America over  the same period (3.5 
percent). The GNI per capita (Atlas method) rose from US$2,620 to US$5,240, moving closer to 
the regional average (US$8,544 in 2011 for LAC). The Dominican Republic also showed resilience 
both during the 2003 financial and banking crisis, and during the global economic slowdown of 
2009. The growth rate in the post-crises years (2006 and 2010), bounced back to 10.7 percent and 
7.8 percent, respectively, and was among the highest in the region over this decade. 
 
Poverty and inequality in the DR have proven to be sensitive to shocks. A significant share of the 
population living in chronic poverty: in 2000, 32 percent of Dominicans were poor, 10 percentage 
points below the average poverty rate for LAC. As a result of the 2003 economic crisis, poverty 
expanded to 56 percent, surpassing the average regional poverty rate. By 2012, the poverty rate had 
declined to 40 percent, but still remains higher than the regional average. The chronic poverty rate 
was 17. 6 percent in 2000, and while it has declined, this still affects a significant share of the 
population (13.2 percent in 2011). Inequality, as measured by the Gini coefficient, has also been 
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sensitive to the economic conditions affecting the DR.  
Although unemployment in the DR is below regional levels and has decreased since 2003, the 
average unemployment rate in LAC experienced a larger reduction over the same period. Unlike 
poverty rates, unemployment decreased after the 2003 crisis (7.3 percent) to reach the lowest level 
of the decade in 2008 (4.7 percent). Nevertheless, the unemployment rate has been increasing since 
then, even in the context of high economic growth. In 2012, the unemployment rate had reached 6.5 
percent of the labor force. This reversal of the downward trend is mostly explained by the 
expansion of the labor force that has not been matched by an equivalent increase in labor demand. 
Participation rates in the DR reached a record-high 51 percent rate in 2011, though they are still 
below the LAC average (60 percent in 2011). Employment rates in the DR are stable (48 percent) 
between 2000-2011, though lower than in the LAC region overall which increased from 52 to 56 
percent in the same time period. In addition, employment has been experiencing compositional 
changes towards the service sectors. Tourism, commerce and agriculture were the sectors that 
contributed most significantly to employment growth. While employment declined in sectors such 
as manufacturing (mainly as a result of limited growth in FTZ  exports), the expansion of 
employment in services (mainly because of tourism) compensated for this decline, explaining the 
stability of the overall employment over the past decade.  
 
Informality in the DR remains stubbornly high. Informality rates fell from 59 percent (2002) to 53 
percent (2002), but have increased since then, stabilizing at 57 percent in recent years. In part, this 
trend reflects the sectoral shift from manufacturing towards services noted above. Three quarters of 
the informality rate is explained by self-employment, a key characteristic of the Dominican labor 
market. According to the joint IADB-IBRD Policy note, the share of self-employment in the DR 
(45 percent in 2008) is the largest in the region. The growth in informality may also reflect 
declining job opportunities in the formal sector. In the absence of any income protection 
mechanisms for job loss (e.g., unemployment insurance programs), informality and self-
employment can act as income stabilizers for the work force. 
 
Youth have been the most adversely affected by the recent increase in unemployment. The DR is a 
demographically young country where the percentage of youth in the total population is among the 
largest in LAC. The unemployment rate of this population was 1.9 times the national 
unemployment rate in 2001, and increased to 2.5 percent in 2011. The incidence of NEET (Not in 
Employment, Education, or Training) in DR is very high, comprising 38 percent of the total youth 
population. In a demographically young country like the DR, this translates to 1.6 million 
individuals between the ages of 15-29 that are neither in the education system nor gainfully 
employed—implying a significant loss in productive human capital for the country. 
 
Many young people in the Dominican Republic do not complete school or receive a quality 
education, reducing their ability to obtain employment. Drop-out rates are high and efficiency rates 
are low: out of 100 students entering school, only 75 entering first grade make it through to fourth 
grade, 63 make it through sixth grade, and only 52 finish the 8 years of basic education on time. 
Education quality is also low. International LERCE, and SERCE scores suggest that the Dominican 
Republic performs worse than countries at similar development levels (Luque et al., 2010). The 
World Economic Forum  also ranks the Dominican Republic 136 out of 142 countries with regard 
to the quality of education. Neither is education is rewarded in the labor market. The returns to 
primary and secondary school in the Dominican Republic are among the lowest in Latin America 
(Arias and Guzman, 2009). 
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The forecast for the DR economy in the short run is not as optimistic as in the last decade. 
According to the Central Bank, real GDP grew by 3.9 percent year-on-year in 2012, below the 4.5 
percent year-on-year of 2011. Government fiscal accounts have also been deteriorating.  The 
Government deficit for 2012 is estimated at 6.6 percent of GDP, substantially above the 2.6 percent 
of GDP of 2011. To correct the fiscal deficit, the government has implemented a strategy to 
increase tax rates and reduce exemptions. Entrepreneurs in the private sector have raised concerns 
that these measures, while improving the fiscal deficit, could have a severe adverse impact on some 
sectors (such as FTZs), which may result in employment losses.

  

Sectoral and institutional Context
The Government is aware of the employment challenges faced by youth and poor unemployed, and 
has been gradually developing its National Employment System (NES) to strengthen its Active (and 
Passive) Labor Market Policies (AMLPs). The Ministry of Labor (MoL) and its two affiliated 
institutions: SENAE (Servicio Nacional de Empleo), and INFOTEP  are the main agencies 
responsible for active/passive labor market programs in the DR. The MOL implements several 
active labor market programs, including the Program Juventud y Empleo (PJyE), a training program 
targeted to idle youth. In 2010, the MoL successfully launched a small-scale temporary 
employment program (TEP), a combination active/passive program, in the city of Santiago to 
address the employment crisis. The SENAE, which has a network of 14 Employment Offices, is 
primarily responsible for Labor Intermediation Services (LIS) e.g. job counseling, job information/
search. Finally, INFOTEP provides a wide range of on-demand vocational training courses across 
the country to both the employed and unemployed. 
 
The MoL’s PJyE program has successfully trained more than 75,000 idle youth. The PJyE, initiated 
in 2001, combines classroom training programs (both vocational and life-skills) with an internship 
for on-the job training. Originally launched to compensate for limited educational achievements of 
unemployed young people (16-29 years old), it earlier focused mainly on technical training, but the 
design of the program was modified in 2006 to incorporate life-skills training courses. Results of 
impact evaluations (IE) found positive effects of the program on labor market outcomes 
(employment and wages), and higher impacts of the life-skills courses relative to vocational 
courses. The motivational aspects of life-skills courses had a modest effect on employability, but a 
strong indirect impact on social behavior, the expectations of finding a job, and the time searching 
for jobs. These results are consistent with the 2012 World Development Report which states that 
while in general ALMPs exhibit modest results, these results are more positive for programs that 
include a combination of work and training, both in-class and on the job. Given the above positive 
results, the MoL has decided to continue this program, but plans to transition it to INFOTEP for 
implementation and sustainable financing, a process which has already started. INFOTEP has 
already successfully implemented 400 courses, with an increased focus on life-skills courses and an 
increase in the duration of on-the-job training program. This transition is intended to promote 
system efficiency, by supporting the consolidation of training programs within a single institution. 
 
The Temporary Employment Program Santiago Trabaja. The TEP is a flexible instrument which 
has two main goals depending on the phase of the economic cycle in which it is being implemented. 
In times of crisis, the TEP expands to provide wage income support to affected populations in 
exchange for employment. In the positive phase of the economic cycle, the TEP program is scaled 
down and focused on the very poor, the segment of the labor market which experiences difficulties 
in finding a job even in good times. For this group, the program provides temporary employment at 
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a minimum wage, but emphasizes life skills (motivation, good work habits) and technical skills to 
assist in obtaining employment. 
 
The program pays a monthly benefit of approximately US$100, consistent with the hourly 
legislated minimum wage. The program also provides beneficiaries with other legally mandated 
benefits, e.g. health coverage associated with the job. The program includes transparent eligibility 
conditions. To deal with the program’s over subscription, the program selects beneficiaries among 
those eligible ones on the basis of a targeting instrument that prioritizes the less employable 
candidates. Based on the experience from the PJyE, the Santiago Trabaja Program also includes a 
life-skills training program to both provide workers with skills that are demanded by employers, but 
also to help motivate program graduates to search for a more permanent job. Since 2011, the 
program has provided temporary public-sector jobs to 4,400 beneficiaries, exceeding the target set 
by the program by 10 percent.  The overall cost per beneficiary of the program is among the lowest 
in the region. 
The design of this TEP program reflects international best practice and combines employment 
services (i.e. training and intermediation services) to improve participant’s labor market outcomes, 
such as earnings or work opportunities. Examples of programs with similar features include 
MGREGA (Mahatma Gandhi Rural Employment Guarantee Program in India), Trabajar in 
Argentina, The Employment Generation for the Poor Program (EGPP) in Bangladesh, etc.  
According to evidence presented by Ravallion (1998), Jalan and Ravallion (1999), and Galasso and 
Ravallion (2003) these types of programs have positive effects on income and welfare of 
participants if they are well targeted to the poor and/or unemployed. More recently, workfare or 
public works programs are also incorporating training elements in order to provide a combination of 
active/passive benefits to program participants—a feature that has also been incorporated in this 
program. In line with the ILO’s  decent work campaign, TEPs incorporate design features that make 
the program consistent with the labor regulations such as paying the minimum wage and Social 
Security contributions (i.e. Uruguay Trabaja). 
 
The proposed Project will support the two most important building blocks of the NES, the 
Temporary Employment Program and the Youth Training Program ‘Juventud y Empleo’, as well as 
the mainstreaming of coordinating and operative capacity to the MoL’s unit lines.

II. Proposed Development Objectives
The development objective of this project is to improve the earnings and employment rates of poor 
unemployed persons and poor idle youth by supporting the implementation of a temporary 
employment program and a youth training program.

III. Project Description
Component Name
Improving the earnings and employment rates of poor unemployed persons and poor idle youth.
Comments (optional)

Component Name
Strengthening Government Capacity for Policy Implementation, Monitoring, and Evaluation.
Comments (optional)
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IV. Financing (in USD Million)
Total Project Cost: 20.00 Total Bank Financing: 20.00
Financing Gap: 0.00
For Loans/Credits/Others Amount
Borrower 0.00
International Bank for Reconstruction and Development 20.00
Total 20.00

V. Implementation
The Ministry of Labor has been implementing youth training programs financed through 
international organizations for more than ten years, through the Project Coordination Unit (PCU). 
As part of the efforts to build a National Employment System, the MoL would progressively transfer 
the installed fiduciary and operational capacity to the unit lines of the Ministry. The transfer process 
would be made progressively along the lifetime of the Project. The MoL will communicate to the 
Bank whenever those unit lines are ready to start assuming the fiduciary, operating or coordinating 
responsibilities. Upon reception of the proposal for a new institutional arrangement the Bank, if 
necessary, will perform a capacity assessment to determine whether an action plan is necessary. 
After that, the loan agreement may need to be modified according to the new institutional 
arrangements.  
 
The following description represents the institutional arrangements with which the MoL will 
perform the execution of the proposed Project. The MoL, through the existing Project Coordination 
Unit (PCU), will be responsible for overall project coordination and implementation. All fiduciary 
responsibilities (procurement, financial management and safeguards) will be carried out through the 
PCU as well. The PCU has extensive experience with Bank-financed activities. Given the 
progressive increase in the size of the activities to be carried out under the proposed Project, the 
PCU will be strengthened by incorporating additional staff to provide support, in particular to 
centralized Project Procurement and Financial Management. New Local Units (UTA) will be 
created to supervise the sub-projects and to have more direct contact with the local civil society 
organizations and beneficiaries. 
 
The implementation of sub-component 1.a involves the participation of several other public and 
non-profit organizations, such as SENAE, Local Organizations (LOs) and INFOTEP. The overall 
responsibility for the implementation of sub-component 1.b lies with the MoL. INFOTEP will be 
responsible for launching the call for proposals to select the COS  that will provide the training 
courses. The PCU, through SENAE, is responsible for the organization and supervision of the 
internship in private firms. The responsibilities between the MoL and INFOTEP for the 
implementation of the PJyE are spelled out in detail in a Subsidiary Execution Agreement. 
Component 2 will be implemented by the PCU at the MoL.

VI. Safeguard Policies (including public consultation)
Safeguard Policies Triggered by the Project Yes No
Environmental Assessment OP/BP 4.01 ✖

Natural Habitats OP/BP 4.04 ✖

Forests OP/BP 4.36 ✖



Page 6 of 6

Pu
bl

ic
 D

is
cl

os
ur

e 
C

op
y

Pu
bl

ic
 D

is
cl

os
ur

e 
C

op
y

Pest Management OP 4.09 ✖

Physical Cultural Resources OP/BP 4.11 ✖

Indigenous Peoples OP/BP 4.10 ✖

Involuntary Resettlement OP/BP 4.12 ✖

Safety of Dams OP/BP 4.37 ✖

Projects on International Waterways OP/BP 7.50 ✖

Projects in Disputed Areas OP/BP 7.60 ✖

Comments (optional)

VII. Contact point
World Bank
Contact: Juan Martin Moreno
Title: Senior Social Protection Economist
Tel: 5260+3615 /
Email: jmoreno1@worldbank.org

Borrower/Client/Recipient
Name: Ministry of Economy, Development and Planning
Contact: Juan Temistocles Montas
Title: Minister
Tel: 8096887000
Email:
Implementing Agencies
Name: Ministry of Labor
Contact: Maritza Hernandez Liriano
Title: Minister of Labor
Tel: 18095354404
Email: maritza.hernandez@mt.gob.do

VIII.For more information contact:
The InfoShop 
The World Bank 
1818 H Street, NW 
Washington, D.C. 20433 
Telephone: (202) 458-4500 
Fax: (202) 522-1500 
Web: http://www.worldbank.org/infoshop


