
The future of the electricity sector in the Dominican Republic 

 
Santo Domingo, Dominican Republic 

October 6, 2015 



2 

Todayôs agenda 

× About the research 
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× Current state of the electricity sector 

 

× Policy recommendations for the 
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About the research 

The Economist Intelligence Unit (EIU) 

conducted research on the Dominican 

Republic electricity sector to identify and 

suggest possible solutions to its current 

challenges. An expert panel and a focus on 

best practices in other economies supported 

the research. 

 

The study was commissioned by the 

Fundación Global Democracia y Desarrollo 

(FUNGLODE). 

 

The findings of the researchðcompiled in a 

reportðwill be used to foster dialogue 

amongst policymakers, stakeholders, the 

business community and civil society on how 

to improve the countryôs electricity sector. 

 

The study was conducted between November 

2014 and June 2015. 
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Why reform the electricity sector? 

× Although the Dominican Republicôs economy has 

achieved strong growth rates in recent years, the 

countryôs competitiveness fundamentals remain 

generally weak.  

 

 

× The countryôs inefficient electricity sectorðwhich 

leads to daily blackouts, lengthy service 

connection periods and costly subsidiesðis one of 

the factors that has impeded competitiveness.  

 

 

×Without an efficiently run electricity sector, the 

countryôs strong macroeconomic performance will 

be undermined in the future. 



Current state of the electricity sector 



6 

Structure of the system 

Although the electricity generation matrix has 

evolved, it is still predominantly hydrocarbons-

based and therefore vulnerable to volatility in 

commodity prices. 

v 

ÅBefore 2000, fuel oil supplied 90% of energy in the 

system. By 2013, this figure dropped to 40%, but other 

hydrocarbons took up the slack. 

ÅAlthough installed capacity (3,702 MW) exceeded total 

demand (2,200 MW) in 2013, transmission and 

distribution losses prevented the system from 

adequately meeting demand.  
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Key challenges and their implications 

High distribution losses lead to frequent 

power outages, affecting the commercial 

and industrial sectorsô ability to operate 

effectively or competitively. 

Other key challenges: 

ÅHigh operational costs and deficits 

Å Ineffective tariff scheme and cross-

subsidies across consumer segments 

ÅElevated public subsidies to the sector 

Total estimated self-generation costs, 

2005 

Commercial / 

Industrial 
Residential 

US$400m 
US$150,000 to 

200,000 

Source: World Bank estimates. 
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Previous reform experiences 

Numerous efforts have been made to implement reforms over the past two decades, but 

these have been set back by government meddling, economic crises and energy price spikes. 

The government intervened with controls to alleviate the impact of high energy costs, but 

this exacerbated the problems in the sector. 

Other reform experiences Description Setback 

Madrid Agreement 

(2001) 

Government renegotiated contracts 

under which distributors purchased 

energy from generators . 

Banking crisis and rising fuel prices in 2003 led to a 

depreciation in the peso and a financial crisis in the 

electricity sector. 

Programa Nacional de 

Reducción de Apagones 

Programme that provided subsidised 

electricity to low-income consumers. 

Initially intended as a two-year subsidy, but was extended 

until 2009, by which time it had become inefficient and 

prone to fraud. 

The sector opened up to private 

investment in the 1990s, but the 

new model struggled as oil prices 

increased in the early 2000s. 
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Next steps: reform momentum is building 

ÅThe ñelectricity pactò aims to build social consensus on reform by 
engaging representatives across society. 

ÅA successful strategy must address capacity issues, loss reduction, 
tariff structure, investment, and improved governance and 
institutional performance. 

ÅThe recent drop in global oil prices presents an opportunity to tackle 
some of the sectorôs key challenges (e.g, tariff rates). 

Mounting impatience from businesses and Dominicans in general has put pressure on the 

current administration to deliver improvements in the sector. 



Policy recommendations for the 

Dominican Republic electricity sector 
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Policy focus areas 

Policy reform 
focus areas 

1. 

Role of the 
state 

2. 

Role and 
structure of 
regulatory 

entities 

3. 

Structure of 
energy sector 

institutions 

4. 
Management, 
governance 

and 
transparency 

5. 

Finances 

6. 

Tariff 
structure, 
cash flows 

and subsidies 

7. 

Energy matrix 

A comprehensive solution to the long-standing problems of the Dominican Republicôs energy 

sector must be multifaceted. There are seven key policy areas that should be the focus of 

reform: 


