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  How Do We Measure Economic Freedom? 
See page 471 for an explanation of the methodology  

or visit the Index Web site at heritage.org/index.
2012 data unless otherwise noted.
Data compiled as of September 2013.

Quick Facts
Population: 0.2 million
GDP (PPP): $0.4 billion
4.0% growth in 2012
5-year compound annual growth 5.3%
$2,337 per capita
Unemployment: 14.2%
Inflation (CPI): 10.6%
FDI Inflow: $49.5 million
Public Debt: 75.5% of GDP
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São Tomé and Príncipe’s economic freedom score is 48.8, 
making its economy the 157th freest in the 2014 Index. Its 

score has increased by 0.8 point from last year, with improve-
ments in freedom from corruption, labor freedom, monetary 
freedom, and trade freedom largely offset by a significant 
deterioration in the control of government spending. São 
Tomé and Príncipe is ranked 38th out of 46 countries in the 
Sub-Saharan Africa region, and its score is below the world 
and regional averages.

São Tomé and Príncipe’s economic freedom was first assessed 
in the 2009 Index, and its score has advanced since then by 5 
points. Notable score improvements have occurred in seven 
of the 10 economic freedoms, with significant gains in trade 
freedom, fiscal freedom, and investment freedom. These 
improvements have been partially offset by a decline in prop-
erty rights.

The island economy has fallen back to the rank of economi-
cally “repressed” in recent years. The poor judicial system and 
lax protection of property rights are damaging prospects for 
much-needed sustainable economic development and have 
undermined past years’ gains in regulatory efficiency.

BACKGROUND: President Manual Pinto da Costa, who served 
as president for 15 years following independence from Portu-
gal in 1975, returned to office in 2011. Under São Tomé and 
Príncipe’s democratic constitution, the president shares 
power with a prime minister who requires the confidence of 
the parliament to retain power. Prime Minister Gabriel Costa, 
who took office in 2012, is regarded as a consensus builder 
who may be able to bring stability to an office that has seen 
15 incumbents since 1990. Agriculture, particularly cocoa 
and coffee, dominates the economy, with cocoa accounting 
for about 95 percent of exports. The government has been 
encouraging economic diversification and hopes to exploit 
the billions of barrels of oil that are thought to lie off the coast.
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THE TEN ECONOMIC FREEDOMS

Development aid and potential oil wealth have fueled corruption among the ruling elite. 
Bribery, embezzlement, and mismanagement of public funds are regarded as endemic. The 
judiciary is independent but weak, underfunded, understaffed, inefficient, and susceptible to 
persistent political influence. There is no separate commercial court, and backlogs of civil cases 
cause long delays. Property rights are not protected effectively.

Incorporating a company takes less than a week, and no minimum capital is required. How-
ever, completing licensing requirements still costs about four times the level of average annual 
income. In the absence of a well-functioning labor market, informal labor activity remains 
significant. The government says it wants to cut fuel and power subsidies and fix problems in 
the state-owned water and electricity firm, but progress is very slow.

São Tomé and Principe’s average tariff rate was 7.4 percent as of 2008. Pork imports are not 
allowed. Foreign investment is generally treated the same as domestic investment under the 
law, and most sectors of the economy are open to investment. The underdeveloped financial 
sector, dominated by banks, does not provide adequate access to banking services for a large 
portion of the population.

The top individual income tax rate is 20 percent, and the top corporate tax rate is 25 percent. 
Other taxes include a sales tax and a dividend tax. The overall tax burden equals 16.8 percent of 
total domestic income. Government spending is equal to about half of the size of the domestic 
economy. Public debt is equal to 75 percent of GDP. The approval of a Public Debt Management 
Law may help to establish positive fiscal policies.
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