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Annex 7: Streamlined SCD for Benin

This document updates the previous Streamlined Country Diagnostic (SCD) for Benin, completed
in January 2017, and reassesses emerging constraints to the country’s development. Its objective
is to reassess the country's development priorities in line with the World Bank’s evolving mission to
end extreme poverty and promote shared prosperity on a livable planet. It refreshes the pathways
identified in the earlier SCD to reflect the country’s progress to date, changes in its structural
constraints, and new impediments to progress. Drawing on recent analytical work such as the Poverty
Assessment, Country Economic Memorandum, Economic Update, Country Climate and Development
Report, Country Private Sector Diagnostic, Public Expenditure Review, and InfraSAP Benin, the SCD
Update provides a consolidated overview of evolving challenges and opportunities in Benin’s
development landscape, including the impact of global challenges like climate change, fragility, and
food security. It focuses on both enduring and recent constraints to sustainable development,
reprioritizes policy and investment actions where necessary, and identifies critical knowledge gaps that
must be addressed to better achieve sustainable development outcomes. As per evolving World Bank
guidance, it does not identify High-Level Objectives (HLOs).

Country Context and Key Recent Economic and Social Developments

5.

Since 2017, Benin has continued to face significant demographic pressures, with its rapidly
growing population creating both challenges and opportunities for the country’s development.
Benin’s fertility rate remains high at 4.8 children per woman, surpassing its structural peers and many
other sub-Saharan African countries that are further along in their demographic transitions. The
population has grown from 2.4 million in 1960 to nearly 14 million in 2023, positioning Benin as a pre-
dividend country i.e. one that has not yet fully benefited from the demographic dividend. This
demographic profile creates a window for economic growth driven by a young, expanding workforce,
provided the right policies are in place to support increased productivity and job creation. Benin's ability
to harness this dividend will depend on how quickly it progresses through its demographic transition
and the accompanying economic and human development policies. Ensuring that young people are
healthier, better educated, and able to enter an expanding labor market will be crucial. Improvements
in gender equality, targeted investments in human capital, and labor market reforms will also be
essential to turning demographic pressures into drivers of economic growth. Failure to address these
areas could mean that Benin’s economic potential is not fully realized, limiting its capacity to leverage
its demographic change into sustainable development gains.

Political stability, which has provided a strong foundation for Benin’s development, has recently
come under increased stress. Benin's longstanding tradition of political stability was tested on
September 26, 2024, when a narrowly averted coup attempt — involving a former Minister and the
President's Head of Security — exposed underlying fault lines in the country's governance. Despite
this, there remains strong political will to drive development, as reflected in the 2021-26 Government
Action Plan and a series of peaceful electoral transitions since 1992, most recently in 2021 when
President Talon was re-elected with 86.3 percent of the vote. Ongoing efforts to digitize and
professionalize public administration have further strengthened key institutions, offering a solid
foundation for structural transformation. Nevertheless, governance challenges persist. The proliferation
of agencies that have progressively supplanted line ministries has fragmented public administration,
creating overlapping mandates and reducing the overall effectiveness of service delivery. While Benin's
political track record and reform efforts provide a basis for optimism, these governance weaknesses
remain a significant constraint on broader development.
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Benin has made tremendous progress towards developing a modern private sector, though some
enduring obstacles hamper the transition. Benin's strategic location has made it a vital transit
corridor for landlocked neighbors such as Niger and Burkina Faso, with the Port of Cotonou playing a
central role in the country's economic activity. However, the economy remains constrained by elite
capture and an oligarchic structure that has produced a dual market — a handful of large formal
enterprises alongside a vast informal sector. Despite being an open economy, Benin is significantly
undiversified, with cotton accounting for 65 percent of goods exports in 2022, and heavily reliant on
informal trade with Nigeria. These structural weaknesses pose a persistent challenge to job creation for
a rapidly growing workforce.

Benin has experienced impressive, though volatile, economic growth in recent years.
Macroeconomic stability and careful fiscal management have driven Benin’s average annual GDP
growth of 5.8% since the President’s first term, surpassing the sub-Saharan African average and leading
to its transition from a Low-Income Country to Lower-Middle Income status in 2020. However, growth
has been inconsistent due to limited economic diversification, slow structural changes, and external
shocks such as Nigeria’s border closure and the COVID-19 pandemic. While services are expanding,
they remain mostly in low-productivity sectors, and manufacturing is declining. As a result, per capita
income and human development improvements have been modest, with projections showing Benin will
require about 30 years to reach average LMIC income and 50 years to join the Upper-Middle Income
Group.

Widespread underemployment, unemployment, and limited formal economic opportunities
remain serious challenges. Informality defines Benin's labor market, accounting for 88.1 percent of
employment — the third highest share in Sub-Saharan Africa — while formal, poverty-lifting wage
jobs remain scarce. Agriculture is largely subsistence-based and the service sector predominantly
generates low-skilled work, limiting labor productivity and overall economic growth. Workers in the
informal sector are also highly vulnerable, lacking safety net coverage as evidenced during border
closures with Nigeria. Underemployment is widespread, particularly among youth, with consequences
for social stability. Gender disparities further compound these challenges, as women face barriers to
labor market entry and, when employed, are concentrated in informal or self-employed work with lower
earnings. With demographic pressures set to intensify, the demand for effective labor market programs
will grow — yet current spending stands at just 0.15 percent of GDP.

Sluggish productivity growth is also a significant challenge, particularly in the country’s
dominant agriculture sector. Low labor productivity is the primary driver of Benin's GDP per capita
growth gap relative to its peers. Between 2001 and 2018, output per worker grew by just 16.2 percent,
compared to 50.4 percent in Rwanda and 56.5 percent in Sri Lanka — a missed opportunity to capitalize
on the country's demographic transition. The challenge is most acute in agriculture, where limited
commercialization and low adoption of modern techniques constrain productivity with direct
consequences for rural poverty. Pervasive informality compounds the problem: despite a structural shift
from agriculture to services, the predominance of low-productivity informal work has meant that this
transition has yielded limited gains in overall output.

The presence of poverty, especially in the country’s rural north, continues to be a core issue in
Benin. Poverty in Benin is declining but remains significant and unevenly distributed. The poverty rate
fell from 47 percent in 2010 to 38.5 percent in 2018 — equivalent to approximately 4.9 million people
— with extreme poverty standing at 12.7 percent in 2021. While reductions have occurred in both urban
and rural areas, rural poverty remains considerably higher at 44.2 percent compared to 31.4 percent in
urban areas, and regional disparities are stark, ranging from 60.6 percent in Atacora to 18.2 percent in
Ouémeé. Poverty is closely tied to agricultural livelihoods and low educational attainment, both of which
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are concentrated in rural areas. These disparities foster a sense of marginalization and exclusion,
particularly among youth whose unmet expectations risk fueling social instability. Addressing regional
inequality will therefore be central to Benin's broader development agenda.

Recent events have deepened many of these development challenges. Benin's development
trajectory has been set back by successive external shocks. COVID-19 slowed economic growth and
poverty reduction while driving up fiscal outlays, further straining an already limited domestic revenue
base and constraining investment in public services and infrastructure. The geopolitical occurrences
compounded these pressures, disrupting commodity markets and supply chains — particularly for oil
— weighing on macro-financial stability and pushing up inflation. Tighter global financing conditions
and higher borrowing costs have further limited the government's fiscal space. Together, these shocks
have underscored the urgency of structural reforms to address long-standing vulnerabilities and place
Benin on a more sustainable and inclusive growth path.

Climate threats continue to pose an increasing risk to Benin, interacting with economic, social
and political conditions to exacerbate the country’s vulnerability. Benin is exceptionally exposed
to climate change, ranking 170th out of 187 countries on the ND-GAIN vulnerability index (2022).
Under a 2.7°C warming scenario, 98 percent of the country's territory is projected to experience extreme
temperatures by 2070. The consequences are already visible: recurrent and intensifying floods in cities
such as Cotonou, Porto Novo, and Parakou are straining water, sanitation, and waste management
systems, while droughts continue to affect agriculture and water resources. Coastal erosion along the
Gulf of Guinea further compounds the risk. These climate pressures will bear most heavily on Benin's
most vulnerable populations and key economic sectors in the decades ahead.

Benin’s exposure to regional Fragility, Conflict, and Violence (FCV) threats has emerged as an
important development challenge since the previous SCD was written. Although Benin is not on
the WBG list of Fragile and Conflict-Affected Situations (FCS), it is affected by fragility and conflict
dynamics that impede its sustainable and inclusive development trajectory. Some of these are internal
(see more below). Others are external. The security situation has deteriorated over the last two years as
the crisis in the central Sahel has spread, particularly due to growing insecurity in Burkina Faso and
northwest Nigeria. Benin’s porous borders have allowed increasing numbers of incursions and attacks
by jihadist groups on Beninese territory, adding to existing national risks and structural fragility factors
related to political and economic grievances and inequalities. Persistent socio-political tensions and
economic difficulties at home, combined with a volatile security context abroad, could destabilize
Benin.

The Government’s Programme d'Action du Gouvernement (PAG) II addresses key challenges
facing the country, many of which are reflected in this SCD update. These include: (i) strengthening
democracy and the Rule of Law; (ii) consolidating good governance practices; (iii) fortifying the
macroeconomic framework and ensuring its stability; (iv) accelerating economic growth; (v) promoting
quality education and Vocational Training Programs (EFTP); (vi) enhancing access to basic social
services and social protection for the population; and (vii) fostering balanced and sustainable
development across the national landscape. Collectively, these axes form a comprehensive framework
to guide the nation towards holistic development and prosperity.

Alongside Benin’s greater development needs has come greater Development Partner support. In
September 2023, the World Bank Board approved a US$230 million budget support operation —
"Boosting Inclusive Growth and Resilience" — complementing ongoing IDA investments. Shortly
after, in December 2023, the IMF approved a new two-year arrangement under the Resilience and
Sustainability Facility (RSF) and completed the Third Review of Benin's 42-month blended Extended
Fund Facility (EFF) and Extended Credit Facility (ECF), initially approved in July 2022. This unlocked
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an immediate disbursement of SDR 101.58 million (approximately US$136 million), bringing total
program disbursements to SDR 369 million (approximately US$494 million). While this SCD Update
frames Benin's development challenges broadly, the identified Pathways reflect the World Bank
Group's comparative advantage in supporting the country's development agenda.

Development Constraints

17.

18.

19.

The identification and prioritization of constraints in Benin for the SCD Update have drawn on
the comprehensive analysis contained in various World Bank studies and discussions with World
Bank staff leading dialogue on ongoing projects. The analysis draws on a combination of existing
World Bank diagnostics and input from Country Team consultations, seeking consistency across these
diverse sources to identify recurring themes in Benin's development challenges. The underlying
analytics were validated by Bank stakeholders, who confirmed that prior diagnostics had already
identified the most binding constraints — assessed on the basis of their impact on growth, inclusion,
and sustainability, as well as the feasibility of addressing them given political economy, technical, and
capacity considerations. The analysis further examines how these constraints interact with recent
developments to determine their practical relevance. Given the breadth of constraints typical of a low-
income country context, prioritization has been essential. The SCD Update therefore focuses on the
most binding constraints and the prospects for alleviating them. Readers seeking greater detail are
encouraged to consult the documents referenced in the Introduction.

The constraints identified in the previous SCD are enduring and remain relevant today. This SCD
Update updates, reprioritizes, and adds new constraints to these existing constraints. The previous
SCD identified several constraints that remain relevant today. Political economy challenges —
including elite capture and governance weaknesses — continue to hinder growth and deepen social
exclusion, despite some recent progress. Infrastructure deficits in electricity, transport, and ICT still
constrain economic expansion, while agricultural productivity has stagnated and the economy remains
undiversified and heavily dependent on low-productivity informal trade. On inclusion, human capital
gaps — particularly among poorer households — and gender disparities in education and employment
remain significant obstacles. Rapid population growth is adding further pressure on public services and
social protection systems, while climate change adaptation and natural resource management pose
growing long-term risks. Many of these challenges are carried forward in this SCD Update as critical
barriers to growth and development, albeit with a sharper focus. The additional constraints identified
here are either newly emerging, have risen in priority, or have evolved sufficiently to warrant
reassessment.

Weak Domestic Revenue Mobilization — Rebuilding Benin’s fiscal space is imperative for
sustaining growth amid tightening international financial conditions. Prior to 2020, Benin had
strengthened its fiscal position through consolidation, active debt management, and strong growth.
However, successive external shocks — including COVID-19, regional security pressures, and Russia's
invasion of Ukraine — reversed these gains. In response, the authorities drew on available fiscal space
to sustain growth, cushion social impacts, and support recovery, while capitalizing on favorable external
financing conditions. The result has been a roughly 10-percentage point increase in public debt since
2019, leaving Benin at moderate risk of debt distress with limited capacity to absorb further shocks.
Strengthening domestic revenue mobilization is therefore critical to ensuring fiscal sustainability. Some
progress has been made since 2016 through tax regime simplification and improved administration,
lifting the tax revenue-to-GDP ratio by 1.4 percentage points between 2017 and 2021 — driven largely
by higher domestic taxes, which reached a two-decade high in 2021. A Medium-Term Revenue Strategy
(MTRS) was developed in 2023 with IMF and World Bank support. Nevertheless, at approximately
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14.0 percent of GDP in 2023, total revenues remain well below those of structural peers* (by 3.2
percentage points) and aspirational peers (by 6.4 percentage points) — insufficient to meet Benin's
economic and social development needs.

Relationship to the Bank’s new ‘Mission’: Improving performance in this area would provide Benin
with the fiscal resources needed to invest in poverty-reducing programs and sustainable growth
initiatives, directly supporting the World Banks mission to end extreme poverty and boost shared
prosperity. It is thus expected that alleviating this constraint would have a ‘Moderate’ impact on both
growth and inclusion, but a ‘Low impact on sustainability aspects of the Bank's mission. This constraint
does not directly align with the Global Challenges or any of the associated Global Challenge Programs
but is essential for addressing underlying factors related to economic stability.

Poor Connectivity (Transport and Digital) — Weak connectivity poses a significant constraint to
economic growth in Benin, particularly with respect to maritime and road infrastructure. Despite
its role as a vital transit corridor to the Gulf of Guinea, Benin's transport infrastructure struggles to meet
the demands of this function. The country ranks 160th out of 169 on the 2020 Global Connectivity
Index — behind Niger, Senegal, and Togo — and one in three businesses rated transport infrastructure
quality as poor prior to the pandemic. The Port of Cotonou (PAC), which handles approximately 90
percent of national trade, is hampered by congestion and connectivity issues that undermine supply
chain efficiency and business competitiveness, particularly given Nigeria's dominant share of 41
percent of total trade. Road infrastructure is similarly constrained: only a quarter of inter-state roads are
in good condition, limiting agricultural transportation and causing produce losses — especially during
the rainy season — with rural areas and the North bearing the greatest burden. Rail operations have
been disrupted by the dissolution of the existing railway company and delays in private concessions,
while airport infrastructure lags behind, limiting connectivity to international markets. Collectively,
these deficiencies not only hinder private sector activity but also widen spatial inequalities between
Benin's more developed South and lagging North, constraining economic integration, limiting
specialization, and reducing access to essential services.

Poor digital connectivity is another critical constraint to Benin's economic development. Benin's
digital connectivity remains limited, ranking 144th out of 170 on the GSMA Mobile Connectivity
Index, with only a quarter of the population accessing high-speed mobile internet and fixed broadband
reaching just 1.9 percent of households. High post-tax telecommunications costs place Benin among
the most expensive digital markets globally, suppressing adoption. Despite structural reforms —
including the extended mandate of Sociét¢ Béninoise d'Infrastructures Numériques (SBIN) —
competition challenges persist, further constraining affordability and innovation. Unlocking the digital
economy's potential for job creation and productivity growth will require implementing priority reforms
across digital infrastructure, platforms, financial services, entrepreneurship, and skills, consistent with
the World Bank's Digital Economy in Africa initiative. Greater clarity on the legal framework governing
broadband infrastructure sharing would also help incentivize investment in fiber and 4G networks while
reducing costs for operators.

Relationship to the Bank’s new ‘Mission’: Improving connectivity, both in terms of physical and digital
infrastructure, would enhance economic integration, reduce regional disparities, and increase
competitiveness, thus contributing directly to growth and poverty reduction. It is expected that
alleviating this constraint would thus have a ‘High’ impact on growth, and a ‘Moderate’ impact on
inclusion. If Benin harnesses this opportunity to build better, such improvements could indirectly have

4 Structural peers refer to Togo, Rwanda, and Senegal; while other peers include Morocco, Ghana, Sri Lanka and
Tunisia.
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a ‘Moderate’ impact on Livable Planet aspects of the Bank's mission too. This aligns with the Global
Challenges Program on Accelerating Digitalization.

Uneven Access to Basic Services — Access to basic services, such as (i) Electricity and (ii) WASH,
continues to be a challenge in Benin, especially among the poor and vulnerable. Electricity access
remains a critical constraint on Benin's economic development. Only 42 percent of the population is
connected to the grid, with a stark urban-rural divide — 67 percent in urban areas compared to just 18
percent in rural areas. Connection costs are prohibitively high, exceeding per capita income by a factor
of 12, well above the Sub-Saharan African average of four, making electricity the second-largest
obstacle to business operations according to the World Bank's 2016 Business Survey. These access
challenges coincide with rising demand — projected to grow at 6.3 percent annually — against a
generation capacity of just 218 MW against a peak demand of 258 MW as of 2019. Access to water
and sanitation is similarly deficient. In 2020, 65.4 percent of the population used at least rudimentary
drinking water services, but rural coverage stood at just 42 percent in 2017, with sanitation access
remaining low — particularly for rural and poor households. These infrastructure gaps are most acute
in Benin's northern departments, compounding fragility, conflict, and violence (FCV) risks and
deepening spatial inequalities across the country.

Relationship to the Bank’s new ‘Mission’: Addressing these inequalities would not only improve living
standards in Benin, but also foster economic growth. Alleviating these constraints is thus essential for
supporting the World Bank's mission to end extreme poverty and boost shared prosperity, with expected
impacts ranging from ‘Moderate’ for WASH to ‘High’ for electricity on the growth aspects of the
mission, and ‘High’impacts on inclusion. There is potential for a ‘High’ contribution to Livable Planet
aspects of the Bank's mission too, especially with respect to renewable energy, if Benin manages its
infrastructural development thoughtfully. This constraint is closely linked to the Global Challenges
Programs on Energy Transition, Efficiency and Access and Fast-Track Water Security and Climate
Adaptation.

Underdeveloped Private Sector and Limited Job Creation — An insufficiently productive and
competitive private sector is a barrier to creating quality jobs for all Beninese. While recent
reforms under the 2021-26 Government Action Plan have spurred private sector activity, their impact
— particularly on MSMEs — remains limited. Three constraints stand out. Access to finance is the
most pressing obstacle, with fewer than one in four companies holding a line of credit and a pre-
pandemic MSME financing gap estimated at US$689 million, disproportionately affecting agricultural
businesses. Skills gaps present a second challenge: only 16.3 percent of the population possesses basic
digital skills, and technical education remains skewed toward administrative fields, with insufficient
focus on agriculture or employer-aligned training. Third, despite a moderately free economy on the
2022 Economic Freedom Index, significant weaknesses persist in integrity, property rights, investment
freedom, and judicial efficiency, with a high regulatory burden and cumbersome procedures adding to
transaction costs. Addressing these constraints is essential to building a more competitive and job-
creating private sector.

Relationship to the Bank’s new ‘Mission’: Strengthening the private sectors productivity and
competitiveness would expand job creation and enhance economic opportunities, directly supporting
aspects of the WBG's mission relating to ending extreme poverty and boosting shared prosperity.
Alleviating this constraint is thus expected to have a ‘High’impact on growth and a ‘Moderate’ impact
on inclusion, but a ‘Low’impact on Livable Planet aspects of the Bank's mission. While this constraint
does not directly align with a specific Global Challenges Program, it contributes to broader goals of
economic resilience and stability.
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Low Levels of Human Capital — Benin grapples with substantial human capital deficits, evident
in its low Human Capital Index (HCI) scores. A child born in Benin in 2020 is projected to reach
only 40 percent of their potential adult productivity — a stark reflection of the country's human capital
deficit. Nearly half of the active population has no formal education, and progress in health outcomes
has been slow despite increased post-COVID investments. While Benin's Human Capital Index score
is broadly comparable to structural peers such as Senegal, Togo, and Rwanda, low human capital
remains a binding constraint on productivity and inclusive growth. Subnational disparities compound
the challenge, with rural areas significantly lagging urban centers, and perceived political exclusion
and discrimination in underserved regions adding to fragility risks. These pressures are intensifying
against a backdrop of rapid population growth of approximately 3 percent per annum and a fertility rate
of 4.8 children per woman — well above structural peers — which will double the working-age
population from 4 to 8 million within 30 years. As a pre-dividend country, Benin's ability to translate
this demographic potential into economic growth hinges on urgent improvements in education, health,
and nutrition.

Relationship to the Bank’s new ‘Mission’: Enhancing human capital through better education, health,
and nutrition is vital for improving productivity and fostering economic growth, directly supporting
aspects of the WBG's mission relating to ending extreme poverty and boosting shared prosperity.
Addressing this constraint is anticipated to have a ‘Moderate’ impact on growth, a ‘High’ impact on
inclusion, and a ‘High ”impact on Livable Planet aspects of the Bank s mission. This challenge connects
with the Global Challenges Program on Enhanced Health Emergency Prevention, Preparedness and
Response. There is currently no relevant Global Challenges Program for education.

Gender Gaps — Persistent gender gaps across all dimensions of wellbeing in Benin pose a
significant threat to the country's demographic transition and overall development. Women are
central to Benin's economy and society, yet gender gaps in social and economic opportunity have
changed little over two decades, as reflected in Benin's ranking of 123rd out of 156 countries in the
2021 Global Gender Gap Report. High fertility rates — closely linked to women's education, health,
and agency — persist in part due to restrictive social norms and legal barriers that limit women's
decision-making over family, education, and health. Closing these gaps is both a social justice
imperative and an economic opportunity: World Bank modelling estimates that lower fertility and
increased female productivity could raise GDP by 13.4 percent by 2025 relative to baseline, with further
gains possible given women's influential role in decisions around children's education and health.

Relationship to the Bank’s new ‘Mission’: Addressing gender gaps is essential for unlocking the full
economic potential of Benin's population, enhancing overall productivity, and fostering inclusive
growth, thereby directly supporting aspects of the WBG's mission relating to ending extreme poverty
and boosting shared prosperity. Alleviating this constraint is expected to have a ‘High’ impact on
growth, a ‘High’impact on inclusion, and a ‘Moderate’impact on Livable Planet aspects of the Bank's
mission. This constraint aligns with the Global Challenges, particularly in terms of fostering inclusive
growth and economic opportunities, although is not currently directly supported by any one Global
Challenge Program.

Limited Resilience to Shocks such as Climate Change and Insecurity — Even prior to COVID-19,
a high percentage of Beninese households were exposed to different types of shocks. Benin is
among the most shock-exposed countries in the region, with 81.1 percent of households having
experienced some form of shock in recent years — surpassed only by Chad, Guinea, and Guinea-
Bissau. These range from idiosyncratic shocks to covariate ones, including macroeconomic downturns,
pandemics, natural disasters, and armed violence. Climate shocks are of particular concern: without
additional adaptation measures, associated GDP losses are projected to reach 7-9 percent in the 2030s
and 11-19 percent by 2050, disproportionately affecting the agriculture sector and deepening poverty
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and inequality. Rising insecurity in the Sahel — especially near the Burkina Faso and Niger borders —
adds a further layer of vulnerability. Rural and poor households bear the greatest burden of these shocks
while being least equipped to absorb them, underscoring the need for a spatially targeted approach to
resilience-building.

Benin’s social protection system needs strengthening to better assist the vulnerable population,
in preparation for and in coping with these shocks. Shocks preceding and during COVID-19 pushed
many households toward negative coping strategies, including reduced food consumption and depleted
savings, exposing the inadequacy of Benin's social protection system. At an average of just 0.7 percent
of GDP over 2016-20 — well below the Sub-Saharan African norm — social protection spending is
critically low, with the bulk allocated to covering the deficit of the civil servant pension fund, leaving
most citizens without meaningful assistance. As a result, Benin's fiscal system falls short of the
redistributive capacity of lower-middle-income country peers, performing closer to low-income
country levels. The new Gbessoke program represents a step forward, introducing decentralized social
service delivery, enhanced adaptive capacity, and a productive safety net. However, a more resilient
and inclusive system will require sustained increases in social spending to enable households to smooth
consumption during shocks and access pathways out of poverty.

Relationship to the Bank’s new ‘Mission’: Enhancing climate adaptation and resilience is critical to
Benin's long-term stability. Addressing this constraint is expected to have a moderate impact on poverty
reduction and shared prosperity, and a high impact on sustainability by strengthening the population's
capacity to maintain wellbeing in the face of a changing climate. Similarly, strengthening social
protection is essential for reducing household vulnerability, with an anticipated moderate impact on
growth, high impact on inclusion, and moderate impact on livable planet objectives. Both constraints
are closely linked to the Global Challenges on Climate Change Adaptation and Mitigation and Fragility
and Conflict, though neither is currently anchored to a specific Global Challenge Program.

Development Priorities
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Over the next 30 years, Benin must continue climbing the ladder toward a resilient, private sector-
led economy that emphasizes human and physical capital, productivity growth, and climate
resilience. Recent government reforms, particularly under the 2016-21 Government Action Plan, have
delivered tangible gains in infrastructure, administrative modernization, and urban development. The
new Action Plan aims to build on these achievements with a focus on industrial growth. However,
realizing Benin's broader development vision will require going further — leveraging its strategic
location, deepening market integration, diversifying economic output, and creating an environment
more conducive to private investment and job creation. Equally important are investments in human
capital, closing gender gaps, and accelerating the demographic transition. All of this must be pursued
while managing heightened climate vulnerability and avoiding carbon-intensive development
pathways.

Benin’s transformation will require a multifaceted approach, encompassing improvements in
various sectors. The SCD Update proposes eight priority pathways, six of which are retained from the
previous SCD — reframed in some cases to reflect their broader, cross-cutting nature. Together, these
pathways are interconnected and mutually reinforcing: progress in one area supports advancement in
others. For instance, higher agricultural productivity depends on improved skills, health outcomes,
infrastructure access, digital transformation, and a stronger investment climate. The pathways reflect
both the need to sustain and deepen ongoing reforms and to pursue new efforts where required.

Higher Agricultural Productivity and Diversification — Benin's fertile agricultural land can

support agribusiness expansion for regional and European markets. With two-fifths of the population
engaged in informal smallholder agriculture and poverty concentrated in rural areas, boosting agricultural
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productivity and diversification is a priority. Key interventions include improving the availability and
affordability of crop-specific inputs — particularly fertilizers and seeds — alongside better enforcement of
land regulations, expanded irrigation, improved access to finance, and stronger extension services.
Supporting the industrialization of Benin's agriculture sector and its integration into regional and European
markets will also require strategic investment in transport infrastructure and post-harvest systems such as
cold chain logistics. Building resilience is equally essential: climate-smart techniques, including drought-
resistant seed varieties, are needed to manage growing climate risks, while diversification of agricultural
output will reduce exposure to external price shocks of the kind experienced during Russia's invasion of
Ukraine.

(i) Increased Private Investment in Diversification — To support this, Benin needs to improve its
difficult business environment. Benin's heavy dependence on commodity exports and informal transit
trade with Nigeria leaves the economy vulnerable to external shocks and has constrained the development
of higher-productivity manufacturing and services. Formalizing and diversifying the economic base is
therefore essential for sustained and resilient growth. Key opportunities include deepening regional
integration through improved warehousing, logistics, and value addition along transit corridors, as well as
offering more competitive trading conditions at the Nigerian border to shift commerce toward formal
channels. Addressing the broader business environment is equally important: Special Economic Zones
(SEZs) could generate agglomeration effects and pilot reforms that are difficult to implement nationally.
Tourism represents a promising avenue for diversification, offering potential for quality job creation and
economic resilience given its capacity to overcome constraints posed by Benin's small domestic market.
Supporting private sector development more broadly will require expanding access to finance — including
through improved credit information systems and innovative instruments such as microfinance — alongside
digitalization and reduced barriers to foreign direct investment.

(iii) Increased Efficiency in the Transport and Logistics Sector — To capitalize on the Port of
Cotonou and its natural trade corridors to the North, and build on sustained improvements in
transport infrastructure, Benin needs to further strengthen its road, rail and port infrastructure.
Strategic investment in transport infrastructure is essential for Benin to capitalize on its position as a
regional trade and transit corridor. The partial reopening of the Nigerian border in December 2020 and
ongoing African Continental Free Trade Area negotiations present significant opportunities for regional
integration — but realizing them requires developing a multimodal transport network that is connected,
resilient, and low-carbon. Improving the Port of Cotonou's land connectivity is a priority, as is addressing
poor road conditions and streamlining border crossings to transform transit corridors into economic
corridors. Enhancing logistics performance — through refrigerated transport and digitized solutions — will
further reduce trade costs and expand market access. Benin's current infrastructure investment cycle also
offers an opportunity to build climate resilience into the road network and develop integrated urban mass
transit systems, anticipating the growing risks posed by extreme weather events.

(iv) More Resilient Infrastructure, Particularly Energy - Increasing access to basic
infrastructure, especially electricity, is critical, especially for the private sector. Access to basic
infrastructure — electricity and WASH — is fundamental to unlocking Benin's human capital and private
sector potential. Prioritizing infrastructure investment in the neglected northern regions and other fragile
areas is also essential for addressing fragility and conflict risks. Expanding electricity access remains the
central challenge, given longstanding deficits and rapidly rising demand. Increasing domestic generation
capacity and reducing dependence on imported energy are key to improving service, lowering costs, and
transitioning to a less carbon-intensive development path. The authorities have set a target of 20—30 percent
renewable energy in the energy mix by 2030, driven by hydroelectric and solar investments. Alongside grid
expansion and distribution network improvements, off-grid solutions will be critical for advancing rural
electrification. More broadly, building economic resilience will require investment in climate-resilient
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(vii)

(viii)

infrastructure and a green recovery — including community-level interventions in WASH and housing —
to address the growing stresses of climate change.

W) Strengthened Delivery of Public Services — Strengthening human capital will require
enhancing the delivery of public services and ensuring more equitable resource allocations across
regions. Investment in education and health is both a development goal in its own right and a prerequisite
for productivity growth and private sector development. While this has been a stated priority, persistent
inequities along gender, spatial, and income lines require urgent attention and strategic reallocation of
resources. Key priorities include expanding primary and secondary school enrollment among vulnerable
populations, improving access to professional healthcare, and scaling up early childhood development and
education — which is foundational for learning outcomes, equity, and women's labor market participation.
Reducing allocative and technical inefficiencies in education and health spending is equally important to
maximize the impact of existing resources. Sustaining these investments over the long term will require
strengthening domestic revenue mobilization through broader tax bases, improved collection systems, and
reduced evasion, alongside governance and accountability reforms to ensure public funds are effectively
and transparently deployed.

(vi) Increased Coverage of the Vulnerable Population through an Adaptive and Productive Social
Safety Net — Scaling-up Social Safety Nets (SSNs) is essential to reduce poverty, provide assistance
during shocks, and offer productive opportunities to vulnerable households. Building on earlier efforts
to scale up social safety nets, new investments are needed to expand coverage and improve delivery
efficiency. A growing share of the population faces climate and security-related shocks that are pushing
households into poverty, underscoring the urgency of greater social protection expenditure. The Gbessoke
Productive Safety Net Program will cover approximately two-thirds of the extreme poor by 2026, but
longer-term and larger-scale programs are needed. Effective social protection will also require coordination
with health, education, and microfinance services to create pathways out of poverty, alongside expanded
labor market programs to absorb a rapidly growing youth population. Extending social insurance to
informal workers — particularly women — is equally critical given the sector's scale. On the delivery side,
Benin has important foundations to build on. The national social registry, which provides comprehensive
coverage of the poor, offers a crucial tool for targeting, reducing duplication, and coordinating benefits.
Investment in interoperable information systems and payment platforms will reduce implementation costs,
improve targeting accuracy, and enable rapid scale-up during shocks. The decentralized network of social
protection one-stop-shops (GUPs) plays a frontline role in service delivery and keeps registry data current.
Together, these strengthened systems would enhance the redistributive capacity of Benin's fiscal system
and improve household resilience in the face of recurring shocks.

Strengthen Disaster Risk Management Capacity - Benin's exposure to natural disasters — particularly
floods and extreme temperatures — with significant impacts on GDP, agriculture, food security, and urban
productivity, has prompted a shift from reactive response toward a more integrated and pre-emptive
approach to disaster risk management (DRM). This represents a new priority pathway since the previous
SCD. The Government's key priorities are to develop an integrated risk prevention system and reduce the
vulnerability of populations, infrastructure, and services to climate impacts. Progress has been made: initial
decrees have been issued to strengthen the DRM policy framework, following consultations initiated by the
National Agency for Civil Protection in 2019. Going forward, priorities include revising and adopting the
National Disaster Risk Reduction Strategy to mainstream DRM across sectors; improving coordination
among institutions, central and local governments, and communities; strengthening risk knowledge, early
warning systems, and preparedness capacity; and consolidating a national disaster risk financing strategy
to reduce fiscal vulnerability to natural disasters.

Increased Climate Finance and Coordination — Addressing climate change requires a holistic approach
backed by enhanced financing and stronger coordination — a new priority pathway since the previous SCD.
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Benin should explore carbon taxes as a tool to generate public financing for climate action, as well-designed
carbon pricing can reduce emissions while minimizing GDP impacts, particularly when revenues are
reinvested productively. Beyond domestic measures, Benin should deepen engagement with multilateral
and bilateral partners, leverage FDI, and access concessional and semi-concessional financing — including
from new climate funds and institutions such as EIB Global. Innovative financial instruments, including
thematic and sustainability-linked bonds, and disaster risk financing strategies also warrant exploration to
manage long-term fiscal exposure. Encouraging private green investment and deepening capital markets
are equally important. On the institutional side, governance structures for adaptation, mitigation, and risk
management need greater coherence across key sectors such as agriculture and health, supported by greater
legal and regulatory clarity to streamline the overall framework.
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