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BENIN

BACKGROUND: President Patrice Talon, a wealthy businessman, was elected in a runoff vote in March 
2016 to succeed Thomas Boni Yayi, who stepped down pursuant to the constitution’s two-term limit on 
the presidency. Talon ran as an independent and defeated Lionel Zinsou of the ruling Cowry Forces for an 
Emerging Benin party. One of Africa’s largest cotton producers, Benin nevertheless remains underdevel-
oped and dependent on subsistence agriculture and regional trade, particularly with Nigeria. In September 
2015, the government signed its second Millennium Challenge Corporation compact for $375 million to 
increase power generation in a country where two-thirds of the population lacks access to electricity.

Entrepreneurs in Benin benefit from a relatively stable political 
and macroeconomic environment. The government has intro-

duced structural reforms to promote diversification and modern-
ization. However, inefficient regulations and the lack of political 
momentum to fully implement necessary reforms remain serious 
obstacles to the advancement of economic freedom.

The most visible constraints on private-sector development 
are related to fiscal pressure, administrative complexities, and 
the lack of respect for contracts. Bureaucratic inefficiency and 
corruption affect much of the economy. Court enforcement of 
property rights remains vulnerable to political interference. The 
lack of economic freedom has fueled the growth of the informal 
sector, which accounts for about 60 percent of GDP.

NOTABLE SUCCESSES:
Monetary Stability and 
Investment Freedom

CONCERNS:
Rule of Law, Financial Freedom, and 

Business Freedom

OVERALL SCORE CHANGE 
SINCE 2013:

+1.6

POPULATION: 
10.9 million

GDP (PPP): 
$22.9 billion
5.2% growth in 2015
5-year compound 
annual growth 5.2%
$2,113 per capita

UNEMPLOYMENT: 
1.1%

INFLATION (CPI): 
0.3%

FDI INFLOW: 
$229.3 million

PUBLIC DEBT: 
37.5% of GDP
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In 2016, the new government proposed reforms 
to increase state transparency and accountability and 
strengthen judicial independence. If they are adopted, 
a national Court of Accounts will be established to 
conduct thorough and independent reviews of public 
finances in the wake of a major embezzlement scandal 
in 2015. The courts are highly inefficient and sus-
ceptible to corruption, largely due to persistent lack 
of funding.

The top income tax rate is 45 percent. The top 
corporate tax rate is 30 percent, with oil companies 
subject to a 45 percent rate. Other taxes include a 
value-added tax. The overall tax burden equals 14.8 
percent of total domestic income. Government spend-
ing has amounted to 21.7 percent of total output (GDP) 
over the past three years, and budget deficits have 
averaged 4.0 percent of GDP. Public debt is equivalent 
to 37.5 percent of GDP.

The overall entrepreneurial environment remains 
burdensome. Obtaining necessary business licenses 
is time-consuming and costly. Agriculture accounts 
for nearly 70 percent of the workforce, and outmoded 
employment regulations hinder overall job creation. 
The government subsidizes cotton production. 
Low-priced gasoline and diesel fuel are smuggled 
illegally from Nigeria and subsidized by the Nige-
rian government.

Trade is important to Benin’s economy; the value of 
exports and imports taken together equals 63 percent 
of GDP. The average applied tariff rate is 10.6 percent, 
and bureaucratic barriers to trade and investment have 
been reduced. Banking is highly concentrated and pre-
dominantly private, and foreign ownership is allowed. 
Despite the development of microfinance institutions, 
overall access to credit remains low.
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