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Abstract
Development economics and the political economy of development related to Sub-Saharan Africa (SSA) are characterised by two important debates. Firstly, Sub-Saharan Africa has been said to be caught into a ‘poverty trap’: its growth path would diverge from those of other parts of the world, e.g. East Asia or Latin America. A great number of studies question whether this suggests the existence of features that would be specific to SSA, in particular initial endowments that would have a negative impact on long-term growth and state capacities. Economic historians have thus highlighted the negative effects of specific land-skills ratios or types of agricultural modes of production. The argument that SSA is caught into a poverty trap, however, remains controversial. It is, for example, denied by the international financial institutions (e.g., the World Bank), which show that African countries have grown over the last 50 years, albeit at a slow pace. The international financial institutions argue that the culprits are African states’ poor economic policies and insufficient trade liberalisation, while UNCTAD considers, on the contrary, that the reduction of state intervention during the era of adjustment programmes explains the continent’s stagnation. 

Secondly, the impacts of globalisation - which often refers in fact to trade openness policies -, is the subject of intense debate, as to whether it is beneficial or detrimental, appropriate to low-income countries and particularly those in SSA, given the continent’s endowments and post-colonial market structures characterized by the exports of primary commodities. In this context, the impact of globalisation on states and public institutions has been viewed as intensifying their weakening (e.g., via ‘kleptocracy’) and increasing already high inequalities. This debate has become recently crucial for SSA because the continent’s exports are subject to an unexpected increase in global demand due to emerging countries - primarily China. This phenomenon - if it lasts -, destabilises some past development theories, such as the decline in the terms of trade and the ‘curse’ on countries that exhibit market structures based on the export of commodities (the ‘natural resources’ curse’): endowments in natural resources and commodity dependence might not be intrinsically a curse, and it may be possible to grow from natural resources. Increased global demand in commodities may today have consequences that differ from the negative effects of the windfall gains of the 1970s (e.g. oil) on economies and state capacity in SSA, because of a larger room for manoeuvre regarding IFI policies and financial resources. Prospects, however, are highly uncertain, as these windfall gains and room for manoeuvre regarding fiscal capacities and redistributive choices may have negative impacts on states and create economic and institutional traps. In addition, Asian ‘developmental states’ in the 1980s, and now China, suggest a model of growth that highlights the key role of strong state intervention. 

The paper links these two debates – the ‘poverty trap’, global integration of Sub-Saharan Africa via the export of commodities. It analyses the relationships between public policies and market structures (endowments, commodity dependence) and assesses the consequences for states and their policy space. It underscores the endogeneity between policies (trade openness) and endowments, which cannot be analysed separately in the case of African states. It argues that policies, institutions and market structures are themselves endogenous to specific political structures and conflicts over resources and redistribution. 

Introduction

Development economics and the political economy of development related to Sub-Saharan Africa (SSA) are characterised by two important debates. Firstly, Sub-Saharan Africa has been said to be caught into a ‘poverty trap’: its growth path would diverge from those of other parts of the world, e.g. East Asia or Latin America. A great number of studies question whether this suggests the existence of features that would be specific to SSA, in particular initial endowments that would have a negative impact on long-term growth and state capacities. Economic historians have thus highlighted the negative effects of specific land-skills ratios or types of agricultural modes of production. The argument that SSA is caught into a poverty trap, however, remains controversial. It is, for example, denied by the international financial institutions (IFIs, e.g., the World Bank), which show that African countries have grown over the last 50 years, albeit at a slow pace. The IFIs argue that the culprits are African states’ poor economic policies and insufficient trade liberalisation, while UNCTAD considers, on the contrary, that the reduction of state intervention during the era of adjustment programmes explains the continent’s stagnation. 

Secondly, the impacts of globalisation - which often refers in fact to trade openness policies -, is the subject of intense debate, as to whether it is beneficial or detrimental, appropriate to low-income countries and particularly those in SSA, given the continent’s endowments and post-colonial market structures characterised by the exports of primary commodities. In this context, the impact of globalisation on states and public institutions has been viewed as intensifying their weakening (e.g., via ‘kleptocracy’) and increasing already high inequalities. This debate has become recently crucial for SSA because the continent’s exports are subject to an unexpected increase in global demand due to emerging countries - primarily China. This phenomenon - if it lasts -, destabilises some past development theories, such as the decline in the terms of trade and the ‘curse’ on countries that exhibit market structures based on the export of commodities (the ‘natural resources curse’): endowments in natural resources and commodity dependence might not be intrinsically a curse, and it may be possible to grow from natural resources. Increased global demand in commodities may today have consequences that differ from the negative effects of the windfall gains of the 1970s (e.g. oil) on economies and state capacity in SSA, because of a larger room for manoeuvre regarding financial resources as well as IFI conditional lending and policies. Prospects, however, are highly uncertain, as these windfall gains and room for manoeuvre regarding fiscal capacities and redistributive choices may have negative impacts on states and create economic and institutional traps. In addition, Asian ‘development states’ in the 1980s, and now China, suggest a model of growth that highlights the key role of strong state intervention. 

The paper links these two debates – the ‘poverty trap’, global integration of SSA via the export of commodities. It analyses the relationships between public policies and market structures (endowments, commodity dependence) and assesses the consequences for states and their policy space. It underscores the endogeneity between policies (trade openness) and endowments, which cannot be analysed separately in the case of African states. In line with, for example, Daron Acemoglu and James Robinson’s approach, it argues that policies, institutions and market structures are themselves endogenous to specific political structures and conflicts over resources and redistribution build in given settings over time. These processes may generate, according to Samuel Bowles’ concept, ‘institutional poverty traps’. 

The paper is structured as follows. Section 1 emphasizes the distortions that affect market and export structures in Sub-Saharan Africa, i.e. dependence on a few commodities in most countries, and underscores the uncertain effects of trade policies when such structures prevail, in particular the further weakening of industrial sectors and the strengthening of SSA countries’ specialisation in commodity exports. In these contexts, it assesses the debates regarding the concept and existence of poverty traps that would affect Sub-Saharan African countries. 
Section 2 highlights the ambiguous determinants of SSA growth performance in the 2000s, in particular a global demand for its natural resources, and therefore their uncertain effects, e.g. a ‘lock-in’ in the commodity market structure. It argues, however, that commodities per se do not constitute a curse, their impact depending in fine on local institutions and political economy. In conclusion, endowments, policies (trade openness) and political economy are endogenous and therefore the current global demand for commodities may not have positive effects for SSA political institutions, which may in turn maintain low diversification, the economic vulnerability inherent to commodities and volatile prices and ‘institutional traps’.
1. The uncertain impact of trade openness in the context of a distorted export structure
Sub-Saharan African countries’ long-term vulnerability and the legacy of ineffective reforms
The relationships between the economic and political domains in Sub-Saharan Africa (SSA) have to be situated within the context of economic evolution and the crises that affected SSA in the 1970s and 1980s. SSA is characterised by the persistence over the 20th century of the model of the ‘small open colonial economy’ (Hopkins, 1973): import of manufactures, export of primary commodities. 

Because of the historical importance of commodities for its exports, SSA is characterised by a sharp vulnerability to external shocks and decline of terms of trade (ToT), which in the 1970s created fiscal and current account imbalances and public debt. Growth in public spending accelerated in the 1960s, e.g., due to recruitment in the civil service. The resources available to governments remained constrained by the growth of export earnings, which remained subject to the instabilities of international markets. Most SSA countries were agricultural, but contrary to East Asia, failed to promote industrialisation on the basis of farm production. In the industrial sector, the import-substitution process did not lead to the development of manufacturing exports. 

The shocks of the end-1970s-early 1980s induced a generalised fiscal crisis: first concerning agricultural products, e.g., coffee, cocoa, groundnuts, and then the oil shock, which in the mid-1980s affected the oil exporting countries: e.g., Nigeria, Gabon. SSA suffered a sharp drop in terms of trade over the period 1970-98: the World Bank African Development Indicators 2004 show that if 1995=100, the SSA terms of trade were 160.6 in 1980, 92.3 in 1998, and 109.5 in 2002. The terms of trade also suffered from volatility: as shown by the African Development Indicators 2005, if 2000=100, the ToT were 141 in 1980; 85 in 1998; 101 in 2003. There have been strong improvements in the 2000s.
With vulnerabilities and fiscal crises that originated from the fall in the terms of trade of primary commodities – coffee, cocoa, etc., then oil -, the international financial institutions (IFIs) - the International Monetary Fund (IMF) and the World Bank - gained in economic and political influence in the shaping of SSA states, which started with the first stabilisation and structural adjustment programmes in the early 1980s (Senegal, Côte d’Ivoire). 
Stabilisation and adjustment programmes had disappointing effects in SSA countries. In some cases, they had positive effects: e.g., for countries previously in civil wars or economic collapse, e.g., Ghana, Uganda. For some studies, however, participation in an IMF program has led to reductions in growth, or had no significant effect on growth. For Easterly (2001), the  median per capita growth for 12 countries having borrowed more than 15 times adjustment loans between 1980-94, as compared to 2.5% in 1960-79, was zero. The IMF and the World Bank made 958 adjustment loans to developing countries over 1980-98, but performances have been very ‘disappointing’ in terms of growth.
IFIs extended their conditionalities to areas that became increasingly structural and long-term, and institutional-political. Here the IFIs claim to be agents of modernisation in undermining domestic rentier activities. They underscore the fact that reform programmes were breaking the economic and political ‘rents’ of rent-seeking elites, e.g. because they controlled state resources or state-owned enterprises, and therefore had beneficial consequences. This has obvious limits: in order to be the agents of economic and institutional reforms in SSA states, the IFIs have to be simultaneously external (condition of their credibility and objectivity) and intrusive (therefore partisan, and less credible) (Sindzingre, 1998; Williamson, 1994). The IFIs justified their programmes: macroeconomic adjustment was the road to economic growth, and the failures of reforms stemmed from inappropriate domestic policies, policy reversals, governments’ ‘feet-dragging’, or a partial implementation of programmes. 

Sub-Saharan Africa’s distorted market structure: the excessive dependence on commodities for exports 
In economics, the factors of the long-run behaviour of prices are traditionally the differences in demand elasticities for manufactures and commodities, the market power enjoyed by developed countries in manufactured goods, technical progress, secular improvements in agricultural productivity, trade policies (agricultural subsidies and tariff escalation) of developed countries, and structure of the international market for commodities.

SSA’s share in world trade has declined, while trade liberalisation in the 1990s has increased the importance of international trade in SSA. Trade (merchandise exports plus imports) in SSA as a share of GDP increased from 38 to 43% between 1988–1989 and 1999–2000. Despite the increased trade orientation of SSA, its share of world trade has declined because its exports have grown much more slowly than world exports. According to the UNCTAD Handbook of Statistics (2007), the share of SSA exports in world exports was 3.8% in 1980, 2.0% in 1990, 1.5% in 2000, and 1.6% in 2004. The share of SSA imports in world imports was 3.2% in 1980, 1.6% in 1990, 1.2% in 2000, and 1.4% in 2004. 

The structure of SSA exports shows the importance of primary products. Exports consist in primary commodities since the colonial period: 95.3% of SSA exports were primary commodities in 1980 (oil and non-oil). In 2005, food represented 15% of merchandise exports; agricultural raw materials, 5%; fuels, 36%; ores and metals, 10%; and manufactures, 33% (World Bank World Development Indicators 2007). SSA economies did not diversify the structure of their exports despite decades of IFI programmes, which induced little structural change. 

For example, in 1990, oil represented 97% of Nigerian exports, in 2002, 100%, and in 2005, 98% (World Bank World Development Indicators 2004, 2007). In Benin, agricultural raw materials represented 56% of exports in 1990, and 61% in 2005. In Cameroon, fuel represented 47% of exports in 2004, and 50% in 2005 (World Bank World Development Indicators 2007). A crucial problem is export concentration: many countries depend on only one agricultural product, and often maximum 3 agricultural products: e.g., Mauritania exports 13 products, or Angola 13 products, Congo 30 products, to be compared to, e.g., 221 for Ireland or 214 for Portugal) (Jansen 2004).

Commodity dependence is harmful in SSA because there is a negative impact of price volatility on growth, public revenues and hence state capacities. International prices of primary commodities appear to be subject to a long-term decline and above all, volatility. For UNCTAD, there was an upturn in SSA terms of trade during the commodity price booms of the 1970s, but the trend from the early 1980s has been downward. For UNCTAD, the secular decline in SSA terms of trade is an important reason for SSA marginalisation in world trade. 
Price volatility is very harmful to growth. SSA countries are vulnerable to external shocks: export revenues are a major determinant of these countries’ balance of payments position, external indebtedness, fiscal situation, levels of savings and investment, and hence their aggregate supply and demand. This is still more the case for countries that depend on oil (Angola, Cameroon, Chad, the Republic of Congo, Côte d’Ivoire, Equatorial Guinea, Gabon, and Nigeria): oil prices are highly volatile and are a permanent threat for the fiscal balance.

Narrow industrial sectors and limited diversification

Industrialisation is important because there is a relationship between it and growth. SSA industrial base has remained low since colonial times and SSA economies are characterised by a lack of industrial diversification. The post-independence period (post-1960s) is known as the ‘big push’ period in SSA: massive state intervention and import-substitution policies. Agricultural exports were channelled through marketing boards, which functioned as the interface between atomised producers and international markets as well as mechanisms of redistribution and indirect taxation. Governments created state-owned enterprises in all sectors, capital goods and consumer goods, as well as state financial institutions. The local private industry was very limited, and the private sector was mostly made up of Western firms, often from the former colonial countries. At the political level, post-independence rulers were ambivalent vis-à-vis investment and private accumulation from local entrepreneurs, as the latter were perceived as political threat.
The IFI programmes introduced later did not address the major weaknesses of SSA states: i.e. the colonial legacy of fiscal balances that depend on a few commodities. A key objective could have been the diversification of exports and industrial policies, but on the contrary IMF and World Bank programmes focused on limiting state intervention in the economy – e.g., in education: yet skills are strategic in technology-based growth and a context of global competition. 

Industrialisation in SSA is indeed confronted with heavy constraints: low levels of human capital, firms’ low productivity, high infrastructure and transport costs, low investment, because SSA is perceived as a part of the world where high political and economic uncertainty prevail, and hence high risk. As underscored by the UNIDO Industrial Development Report 2005, in 1990, SSA represented 0.79% of world industrial output; in 2002, 0.74 %. If South Africa is excluded, in 1990, SSA represented 0.24% of world industrial output, and in 2002, 0.25% (industry refers to mining, manufacturing, construction, electricity, water and gas). 

The contrast with the growth strategy pursued by the Asian ‘developmental states’

Asian ‘developmental states’ suggest a series of lessons for SSA states (Sindzingre, 2007). The ‘developmental state’ is an important concept, elaborated in the 1980s to explain growth in East Asia ‘latecomers’, in particular Japan, Korea, Taiwan, then Hong Kong and Singapore, and later China. In the ‘developmental states’, growth has been a result of state intervention, targeted policies, in particular industrial policies (e.g., exchange controls, trade protection), a focus on education, a technically competent bureaucracy, coalitions with the private sector, but conditional on successful export growth. State intervention and public policies were not only aiming at enhancing the functioning of markets, but also in creating suitable political conditions – coalitions - and institutions (Hausmann and Rodrik, 2003). In contrast with SSA states after independence, state intervention consisted more in directive policies than direct investment in the economy: policies provided incentives, and were not aiming at ‘owning’ the economy or recycling the country’s wealth.

In contrast with SSA states, as well as the reforms recommended by stabilisation and adjustment programmes, ‘developmental states’ successfully achieved the shift from agriculture to industry, increasing the size of domestic markets, and revealed the importance of state intervention in this regard. Governments implemented inter-sectoral transfers out of agriculture, the agricultural surplus financing industrialisation and enhancing primary education throughout rural areas, thus fostering non-farm activities and labour-intensive industry. In contrast with SSA, East Asian states financed industrialisation through public policies able to mobilise agricultural savings towards industry. They also invested in agricultural infrastructure. 

Industrial policies played a key role, e.g. in Korea. The state intervened heavily in areas such as tariffs and subsidies, e.g. subsidised interest rates, with the goal of creating an ‘independent economy’, and created rents as an instrument for industrial development (e.g., the big conglomerates-chaebols). Asian developmental states show the importance of historical trajectories and the importance of the existence of a strong centralised state, a government having a clear conception of economic development. More than a trade strategy, it is a long-term dynamic perspective in managing industrial transition and conscious design of institutions and institutional learning. 

A key point is that politics has shaped developmental states: growth was instrumental for building political legitimacy, which rarely occurred in SSA: some SSA states had the ingredients for being developmental, but their rulers were more absorbed by the politics of nation-building, rather than the economics (Mkandawire, 2001). SSA states can become developmental states, but the key problem is their resources (savings, taxation, aid): they must increase their domestic financial resources in order to reduce dependence on aid, and diversify their resources (UNCTAD, 2007; Sindzingre, 2007). 

The destabilising effects of trade openness in the context of trade-based taxation

Since the first reforms in the 1980s, trade liberalisation had mitigated impacts on growth, taxation and therefore state capacity. Indeed, an important feature of SSA states is the structure of taxation, which is based on Hopkins (1973) ‘small open economy’ model, the import of manufactured goods from the developed countries and the export of primary commodities towards these countries. The taxation system is grounded in these exchanges and based on external trade rather than on domestic wealth, contrary to developed countries. In SSA, the share of revenues and spending in the GDP is relatively low: on average, fiscal revenues represented 21% of GDP and public spending 26% of GDP over 1986-87 and 1985-89 respectively (to be compared with 23% in East Asia, and around 50% in industrialised countries in 1995). Government revenues in SSA depend heavily on taxes levied on exports and imports (customs duties) and are therefore highly vulnerable to changes in the value of export earnings.

Trade liberalisation has been ineffective and even sometimes detrimental regarding a crucial dimension of statehood, i.e. a sustainable tax base, as the latter confers to a state the means to redistribute and hence a legitimacy vis-à-vis citizens. Trade liberalisation is a costly process for SSA states, since it lowers fiscal revenues, given the historical dependence of their revenue structure on external trade, and an initially low level of revenue as in most low-income countries (the ‘Wagner Law’). As shown by UNCTAD (2003), for a group of 19 SSA countries, trade taxes as a percentage of GDP declined from almost 6% in 1975 to about 5.5% in 1995 (3% of GDP for other developing countries, and less than 0.5% in OECD). As they depend on taxes on international trade and the fluctuations of primary commodities prices, public revenues are therefore themselves highly volatile, even increasingly so over the 1990s. SSA countries suffer structural problems in implementing domestic taxation (income tax, VAT), due to intrinsic difficulties in taxing agricultural producers and important informal sectors. 

Trade liberalisation exacerbates fiscal tensions, e.g., leads to larger deficits and creates political difficulties for the government, which may erode the credibility of reforms. Baunsgaard and Keen (2005) thus confirm the reliance on trade taxes as a source of government revenue of SSA states, where trade taxes account for an average of about 1/4 of all government revenues. It has been difficult to recoup revenue losses from the domestic tax system. High-income and middle-income countries have recovered from other sources the revenues they have lost from trade liberalisation. Baunsgaard and Keen show that revenue recovery has been extremely weak in low-income countries, e.g., in SSA, which are those most dependent on trade tax revenues: no more than 30 cents of each lost dollar.

The mitigated effects of trade openness in commodity-based economies
Sub-Saharan African countries opened their economies (lowering tariffs and other trade barriers) after the 1980s. Trade openness, however, has had mixed effects on their growth. The causality between trade openness and growth is complex from the point of view of economic theory, but this is still more the case in the specific context of SSA. Firstly, industrial sectors are narrow and often cannot compete with other developing countries that enjoy lower labour costs and export cheaper products, or developed countries that export high-technology and subsidised products. Secondly, exports are made up in large part by primary commodities, which, in contrast to manufactured products, are usually not subject to high trade barriers in either exporting or importing countries, as their value-added is low and they are most often used as inputs for higher-value added industrial products. Trade openness in a context of commodity dependence and weakly competitive industrial sectors may further destabilise these sectors and strengthen specialisation in commodity production and export.

In economic theory, trade openness causes growth, through different channels. The relationships between trade openness and growth, however, remain debated, and the positive impacts of trade openness are limited when the export structure of a country consist in primary products, which are much less sensitive to a country’s domestic trade policy than an export structure based on industrialised products. As shown by Teal (2002) in the example of Ghana, trade policy did not succeed in increasing export volumes, in moving towards sustainable growth. Liberalisation policies have ignored SSA market failures, e.g., skill shortages, affecting SSA industry. Tariff reductions led to the collapse of uncompetitive industrial sectors. SSA specific conditions, its poor infrastructure, its dependence on a limited number of primary products do not make it a special case in which exports are not responsive to trade policy, but the latter’s influence on growth is weaker. Trade openness cannot substitute for a development strategy (Rodrik, 1997). 
Most SSA economies are indeed plagued by very high costs of trade, by insufficient infrastructure and high transport costs (Portugal-Perez and Wilson, 2008). The lowering of their trade barriers may be substantial but will not significantly change their market and export structure - the weight of primary commodities -, because a key determinant of this structure is the constraint of infrastructure. SSA is a diverse continent, however, and there are several examples of countries overcoming the weight of the primary commodities structure and successful ‘non-traditional’ exports (e.g., horticulture in Kenya).
IFIs programmes of the 1980s-1990s did not foster existing industrial sectors. For the IFIs, trade liberalisation improves export competitiveness and combats rent-seeking and monopolistic market structures. These programmes gradually eliminated all reference to industrial policies, although the latter achieved industrialisation in the countries that exhibit high growth rates, e.g., in Asia (Shafaeddin, 2005). 

In some countries, the performance of industrial sectors has been due to specific trade policies, in particular regional arrangements, e.g. preferential agreements that fostered foreign direct investment. These industrial performances are therefore fragile and risk collapsing as soon as the agreement comes to an end. This was the case, among others, in Madagascar, which developed a textile industry thanks to low labour costs but also preferential agreements with the EU and the US (the AGOA, African Growth and Opportunity Act, where the US have implemented unilateral preferences for SSA countries) (Nicita, 2008), as well as Lesotho (Lall, 2005). Lesotho was SSA’s largest exporter of apparel to the US but its performance has relied heavily on Asian investors and trade preferences associated with the AGOA. Apparel production also suffers from low productivity, poor skills and weak local links. Its prospects after AGOA are highly uncertain.

Similarly, SSA manufactured exports are hit by competition from China and India: while Chinese demand for cotton and reduced price subsidies in the US and EU should benefit cotton producers in West Africa, SSA manufacturers of clothing and textiles lose market share to China and India.
In some cases, trade openness has hurt industrial sectors, which are particularly vulnerable when they are exposed to the imports of more competitive products from emerging countries (e.g., SSA countries’ textile sectors). Kaplinsky and Morris (2008) confirm that, though the export of manufactures is the crucial way for SSA to develop, a global exporter of manufactures such as China threatens export-oriented growth in SSA – in particular in the clothing and textile sectors, both in their exports and in the domestic markets, though these sectors were considered to be the first step in export-oriented manufacturing growth. 

Is Sub-Saharan Africa caught in a ‘poverty trap’? Does commodity dependence generate traps?
The concept of poverty trap is often used in studies of developing countries, and especially low-income countries. It is, however, a precise and technical concept, which emerged as a result of different theoretical reflections on related concepts: e.g., the concepts of irreversibility, path dependence, cumulative causation, increasing returns, feedback processes, lock-in devices, multiple equilibria (high and low equilibria). 
The concepts of multiple equilibria, or ‘traps’, have been explored by Arthur (1994), who revealed that economies can be locked-in in inferior technology paths, i.e. dynamic processes ‘select’ an equilibrium from multiple candidates, by the interaction of economic forces and random historical events.  Increasing returns can cause the economy to gradually lock itself into an outcome not necessarily superior to alternatives, which is not easily altered or entirely predictable in advance. 

David (2000) has also defined ‘lock-in’ processes as the “entry of a system into a trapping region”, the basin of attraction that surrounds a stable and self-sustaining equilibrium. A dynamic system that enters into such regions needs external forces that alter its structure in order to escape from it (this notion has been used in early development economics for justifying state intervention). 

For UNCTAD, least developed countries, and especially SSA commodity-dependent countries, are caught in a poverty trap, because global trade is boosted by manufactures, not by agricultural commodities, which is an advantage for East Asia, not for SSA (UNCTAD, 2002). These fastest-growing manufactures are technology-intensive and belong to sectors with high productivity growth. The share in world exports of dynamic primary commodities is small. 
Even if SSA exports are no longer entirely primarily resource-based, IFIs programmes did not focus on helping SSA countries to escape from this trap, diversifying their economies from the post-colonial model relying on primary commodities exports towards a greater share of manufactured exports. SSA countries are constrained not only by the dependence on primary commodities, but by low productivity, low value added, high competition in their main sector of activity, concentration of exports in a few products for which global demand is declining. Volatility is a key factor in poverty traps, with SSA oil-producing countries particularly exposed. Oil prices are typically volatile, which has a negative impact on fiscal balance and growth.

Commodity dependence, however, is not the only cause of poverty traps. In SSA, there are other determinants of poverty traps, such as the land-labour or the land-skill ratios. For Adrian Wood, exports of manufactures are constrained by the endowments of SSA, with the composition of SSA exports reflecting underlying structural features and endowments in labour, human and physical capital. There are strong complementarities between factors, which limit the possibilities of changing production and export structures. The relevant ratios are skills per worker (if this ratio is high, countries are expected to export manufactures) or land per worker (countries are expected to export primary products) (Owens and Wood, 1997). Endowments such as demography and geography generate key agricultural constraints in terms of growth, such as the types of modes of production, e.g., the seasonality of labour (Austin, 2008). 
Similarly, as shown by Rosenstein-Rodan (1943), coordination failures are the crucial factors of underdevelopment. Coordination is necessary in the early stages of development - in agricultural contexts and situations where capital is lacking - as it reduces costly competition. For Rosenstein-Rodan, spillovers induce increasing returns to an activity proportional to the number of other individuals who undertake the same activity or complementary ones. The absence of spillovers explains the possibility of multiple equilibria and the formation of underdevelopment traps. This was the justification of the role of the state at the early stages of development, as it was the entity most able to reallocate factors and resources across markets. Half a century later this still applies to the market structures of SSA countries. Modern economic theory broadened Rosenstein-Rodan’s view of the sources of spillovers that could lead to ‘traps’ with low innovation and inefficient institutions (Hoff, 2000).
Institutions are now recognised as crucial causes of traps, with Bowles (2006) coining the concept of ‘institutional poverty traps’. Bowles poses the question as to why have institutions that implement highly unequal divisions of the social product been ubiquitous since the very beginning of social organisations, and why do they persist even in those cases where they convey no clear efficiency advantages over other feasible social arrangements. In an evolutionary perspective, Bowles’ argument is that unequal institutions persist over long periods due to the nature of arrangements such as self-enforcing conventions, as well as to the difficulty faced by the poor in coordinating the types of collective action necessary to ‘tip’ a population from an unequal to a more equal set of institutions. 

Traps, lock-in devices and low equilibria – and therefore poverty traps – are thus the object of precise definitions. This has triggered a debate as to whether SSA countries are genuinely caught in a ‘poverty trap’. For some studies there is indeed no trap, or commodity dependence and reliance on exports of commodities do not create particular problems (for the IFIs, e.g., solutions may be provided by markets forces). For Easterly (2005), for example, poverty traps in the sense of zero growth are rejected by the data. SSA countries are not caught in a poverty trap: they grow, even if it is a slow growth. SSA has experienced growth over the last 50 years. There is a divergence between rich and poor nations in the long run, but poor countries do not experience zero growth. Moreover, this divergence is for Easterly associated more with institutions than the disadvantages of initial income. Similarly, for Saba Arbache and Page (2007), SSA has been characterised by growth acceleration and deceleration episodes between 1975 and 2005, but growth decelerations do not constitute ‘traps’. 
2. The impact of global demand: growth and/or locking-in Sub-Saharan Africa in the primary products trap?
The ambiguous impact of a growth driven by global demand: ‘lock-in’ effects in the commodity market structure

In contrast with the previous decades, the 2000s have been years of high growth in SSA. According to the IMF Regional Economic Outlook on SSA (April 2008), in 2007 SSA experienced one of its highest growth rates in decades, with real GDP expanding by about 6.5%. This has been driven by global growth and demand, but also by the high price of oil and minerals, global demand for commodities, and growing production in the oil exporting states. 
Thanks to the rise in commodity prices, the terms of trade have improved in SSA since the mid-2000s. Commodities came back to the forefront and prices stopped falling in the 1990s after two decades of decline, mainly due to emerging countries (in particular China and India). Global demand has boosted the price of primary commodities that are produced in SSA, oil, copper, and so on, as Asian countries exhibit an increased demand for SSA primary products. SSA growth since the mid-2000 is mainly due to accelerated exports (to China especially), and higher commodity prices (oil and metals). 
However, primary commodity prices still exhibit one of their structural characteristic, i.e. high volatility. As emphasized by the IMF World Economic Outlook (September 2006), the rise of China and other large emerging markets may have led to a fundamental change in long-term price trends, and the world has now entered a period of sustained high prices; prices may however fall back and continue to decline gradually in real terms, as during most of the past century. Despite recent increases, the prices of most nonfuel commodities remain below their historical peaks in real terms, compared with the prices of manufactures. For the IMF, because SSA is excessively reliant on commodity exports, it is the region most vulnerable to any decline in energy and mineral prices, and SSA oil and mineral exporters are most vulnerable to commodity price volatility.
China and, to a lesser extent, India have spectacularly increased their trade with SSA, as well as investment and promises of substantial aid, sometimes on the basis of barter in exchange for access to natural resources. According to the IMF (Wang and Bio-Tchané, 2008), between 2001 and 2006, SSA exports to and imports from China rose on average by 40% and 35%, respectively, significantly higher than the growth rate of world trade (14%) or commodities prices (18%). China is SSA 3rd largest trading partner after the United States and the European Union. The composition of goods traded between SSA and China is similar to that between SSA and its other major trading partners: in 2006, oil and gas accounted for 60% of SSA exports to China, followed by nonpetroleum minerals and metals at 13%. Africa’s imports from China comprised mainly manufactured products and machinery and transport equipment (3/4th of total imports). Africa has also become a key market for Chinese construction and engineering enterprises. For the IMF, the similar composition of goods traded between SSA and its main trading partners suggests that the recent surge in SSA-China trade reflects partners’ comparative advantages given their stage of economic development and not China’s unilateral quest for natural resources. In all cases it may be observed that China is reproducing the long-standing SSA pattern – that of the export of primary commodities – more than it is modifying it.
The new opportunities this increase in global demand offers to SSA are complex, with both positive and negative outcomes. In the case of China, its impact remains uncertain at both the economic and political levels. Many arguments view the interest of China vis-à-vis SSA as a positive process, increasing prices and exports, and fostering growth. Kaplinsky (2006) reveals that price changes in the 2000s may reverse the decline in the terms of trade of commodity producers in SSA. The entry of China into the global market augments the demand for commodities. For Zafar (2007), China’s demand for natural resources for its industrialisation (oil from Angola and Sudan, timber from Central Africa, and copper from Zambia) has contributed to a rise in prices, particularly for oil and metals, and has boosted real GDP in SSA. Chinese investment in infrastructure brings needed capital to the continent. 

Many arguments, however, are more pessimistic. High commodity prices have detrimental effects on SSA political regimes, because they may reinforce autocracies and rents, and fuel civil conflict (International Crisis Group, 2008). China’s demand may reinforce the specialisation of SSA in commodity exports and increase its dependence on natural resources, as well as reduce incentives for diversification. The IMF emphasized in its Regional Economic Outlook of April 2007 that the share of fuels has risen to over half of total SSA exports. 
China has a negative impact on SSA manufacturing sectors, especially because they cannot compete with the low production costs, the better technology and the cheap goods from China: e.g. since 2005, cheap shoes from China have threatened Kenya's shoe manufacturing industry. The ending of the MultiFibre Agreement in 2005 lifted tariff restrictions on Chinese imports to the US and brought Chinese clothing into direct competition with SSA products on third markets (Alden, 2007). The end of the MultiFibre Agreement and the subsequent end of quotas had a devastating impact on SSA fragile textile sectors and resulted in sharp declines in employment, in particular in Lesotho, Kenya, Swaziland and Madagascar. 
For Zafar (2007), China’s demand for oil increases the import bill of oil-importing SSA countries, while its exports of low-cost textiles displace production within SSA countries, causing severe job losses. It is expected that China and India will dominate 80% of the global textile market following the phase out of quotas. 

Commodities are not a curse per se
A negative consequence of exporting primary commodities is the ‘Dutch disease’, i.e. an appreciation of the currency when a commodity boom triggers foreign exchange inflows (on the example of oil in Nigeria, Gelb et al., 1988). This appreciation adversely impacts non-booming export and import-substitution sectors. When the boom ends, the country is worse-off than before the boom, because its industries are less competitive than before the boom. Another theoretical explanation of the negative effects of the export of commodities is called the ‘adding-up problem’, or ‘fallacy of composition’, i.e. what is true for one country is false when applied to many countries: international prices decline if several countries export simultaneously the same commodities: global demand does not increase even if prices are low (e.g., for coffee, cocoa and the like).

A different theoretical perspective also leads to pessimism: the ‘curse of natural resources’. Sachs and Warner (1995) found an inverse association between natural resource intensity and growth, the key division for endogenous growth effects is traded manufacturing versus natural resources. Natural resource booms may be accompanied by declining per-capita GDP. Economies relying on natural resources - agriculture, minerals, fuels - are associated with slower growth than resource-poor economies (Auty, 2001). The nature of the natural resource matters, i.e. oil and/or mineral resources seem more negatively correlated with growth than agricultural resources.

The other factors of growth appear to be endogenous to the ‘natural resource curse’, i.e. the latter also induces poor institutions, little incentive for investing in human capital, education and technology adoption and low investment, which themselves impede growth. There seems to be a negative impact of natural resources on social cohesion, e.g. civil conflicts, in particular when the resources consist of oil and minerals (diamonds) (Ross, 2006). Resource rich countries were overtaken by poor resource countries – reversal of fortune. Gylfason and Zoega (2006) also show that excessive reliance on natural resources affects saving and investment, and civil liberties, which hinders growth. 
Natural resource abundance, however, is not inherently a ‘curse’. It may constitute a basis for growth when harnessed by developmental policies and institutions, e.g. public policies that promote human capital, education, skills-upgrading and technological innovation, as shown by the example of Scandinavian countries (e.g., Sweden and Finland), which initially were based on natural resources (Blomström and Kokko, 2003). The United States may be also viewed as having partially based its growth on natural resources (Wright, 2001) Similarly, Gylfason (2006) explains growth differentials across countries by: investment and fertility; public policies (education); institutions (democracy) and geography, i.e. natural resources.
The endogeneity of endowments, policies (trade openness) and political economy

Policies, such as trade policies (e.g., openness) and endowments are endogenous, and they cannot be analysed separately in the case of SSA states. Policies, institutions and market structures are themselves endogenous to specific political structures and conflicts over resources and redistribution. The latter develop over time and in particular settings. These processes may generate, according to Samuel Bowles’s concept, ‘institutional poverty traps’. 

A market structure – or ‘endowments’, or ‘initial conditions’ – such as commodity dependence -, and economic policies shape the economic situation of SSA countries and their political institutions. A key point is that these processes are endogenous. Commodity dependence intensifies inequalities and inequalities may have a negative impact on growth. Both have a negative impact on the nature of the political regime and human capital, which in turn have detrimental effects on growth. For some studies, a market structure such as the export of natural resources, especially oil, and a low industrial base has a negative impact on political regimes: commodity-based economies tend to generate kleptocratic regimes (Charap and Harm, 1999). 

Likewise, Isham et al. (2005) distinguish countries that depend on ‘point-source’ natural resources (extracted from a narrow geographic or economic base, e.g., oil and minerals) and plantation crops (cocoa and coffee) from countries that export ‘diffuse’ natural resources (e.g., livestock or products from small agriculture). The former countries exhibit deeper economic and social divisions, weaker institutions (e.g., rule of law, political stability) and greater vulnerabilities to external shocks, which impede sustained growth.

Commodities may even destroy the state and overall economic development. Reno (1998) has thus shown that at the extreme a state, or even a territory (as in the case of offshore oil), are unnecessary for the operation and privatisation of resources for the interest of a group of political entrepreneurs: there is a need only of a militia protecting the resource and the transport chain, and financial intermediaries for securing international exchanges in hard currency. This capture and ‘privatisation’ of public resources appears easier in the case of extractive resources than for agricultural ones, which are spread throughout a territory and involve a larger workforce – though the latter may lead to a similar collapse of political institutions, corruption and civil conflict, as shown by the rubber industry in Liberia or cocoa in Côte d’Ivoire during their respective civil wars.

Civil wars are often analysed as caused in the first place by low economic growth (Fearon and Laitin, 2003). Another debate is whether democracy attenuates the relationship between low growth and civil war. Likewise, some studies in development economics have argued that commodities have induced civil wars in SSA. As the fluctuations of international commodity prices have an impact on income growth in SSA, they may make civil war more likely, particularly in non-democracies. There is an interaction between economic and institutional causes of civil war. The causal processes, however, are more complex (Fearon, 2005). As revealed by Englebert and Ron (2004) with the example of the Republic of Congo and the civil war that affected the country in the 1990s, the objective of securing oil rents contributed to civil war: but oil wealth was insufficient on its own to induce civil war. The conflict would never have arisen if democratisation had not generated uncertainty in disrupting the previous neo-patrimonial political ties. 

Political and economic institutions determine growth and are endogenous to growth and the other determinants of growth. In the 2000s, theories have emerged in development economics, which considered that the key determinants of growth are political and economic institutions, counter to arguments focusing on other determinants of growth, e.g., natural endowments, structural characteristics, geography. A question is whether specific types of economic and political institutions, or any institution, do matter.

Although their approach may be criticised, in particular for its fairly simple view of the concept of institutions, Acemoglu, Johnson and Robinson (2002) explained the ‘reversal of fortune’ among countries colonised by Europe during the past 500 years via the concept of endogeneity between political and economic institutions (or political institutions and growth). They observe that countries that were relatively rich in 1500 are now relatively poor. If economic development were due to geographic factors, societies rich in 1500 should be relatively rich today. The reversal is explained by institutions. Likewise, Acemoglu, Johnson and Robinson (2001) explored the role of colonisation – and colonial institutions - in development: they argue that where Europeans settled, they created institutions to protect private property, which in fine had a positive impact on development. 
There is a consensus on the fact that these determinants of growth - economic and political institutions, initial endowments such as geography, market structures, natural resource abundance, and policies -, are endogenous to each other. Causalities are circular. Institutions may result from long-term historical and geographical conditions. Engerman and Sokoloff (2006), exploring the diverging institutional paths in North and South America, emphasize that institutions are not exogenous: e.g. initial factor endowments (back to colonisation) explain social inequalities, e.g., in wealth, human capital, political power. Factor endowments matter, in particular land. Different environments for colonies led to different degrees of inequality with different impact on institutions: inequality was very high in New World countries, in terms of wealth, human capital and political power, compounded by slavery. Institutions then maintained inequality (Engerman and Sokoloff, 2000).
Some countries have ‘good’ institutions because of their high level of development. Conversely, some countries have become wealthy by building ‘good’ institutions. Institutions influence public policies, but are also influenced by them. Structural constraints – geography, demography, health, education – influence institutions, but some constraints are influenced by policy and by institutions: e.g., educational level is the product of demography, institutions and policies. In addition, different institutional structures often substitute for each other, and different institutional designs may be good for growth. Neoclassical principles - e.g., protection of property rights, market-based competition, appropriate incentives - do not map into unique policy packages (Rodrik, 2003). Various institutional designs are possible, depending on local contexts, and successful countries are those that have used this room for manoeuvre. 
Conflicts over the distribution of resources are a crucial element in the endogeneity of economic conditions and political institutions (Acemoglu and Robinson, 2006a): equilibrium economic institutions result from conflict over the distribution of resources between social groups (e.g., elites, oligarchies, landlords, workers): rulers, elites and interest groups redistribute to the groups and coalitions that support them. These processes may in some cases lock countries into poverty. For Acemoglu and Robinson, differences in economic institutions are the key cause of differences in development. They argue that economic institutions determine the incentives of and the constraints on economic actors, and shape economic outcomes. They show that because different groups and individuals benefit from different economic institutions, there is a conflict over these social choices, which in fine is resolved in favour of groups that are more politically powerful. In turn, the distribution of political power in a society is determined by political institutions and the distribution of resources - political institutions allocating de jure political power, while groups with greater economic power possessing greater de facto political power. For Acemoglu and Robinson, economic institutions fostering growth emerge when political institutions allocate power to groups with interests in property rights enforcement and when these institutions create effective constraints on these groups.
Growth, however, is not entirely explained by institutions. Historically no particular institution is indispensable for growth. Institutions matter, but how they do matter is influenced by the political and economic environment (Engerman and Sokoloff, 2003). Moreover, causation and endogeneity change over time. In the long run, all variables are not exogenous. For Przeworski (2004), there is no ‘first’, fundamental cause of growth. Institutions and development are ‘mutually endogenous’. 
Conclusion: the uncertain political economy effects of the demand for commodities

In conclusion, endowments, policies and political economy are endogenous. In fine, politics and political competition determine institutions, policies, and factor endowments: the latter’s implications for the institutional structure, and hence development, depend on the particular forms of political competition: endowments and natural resources are not ‘fate’ or a ‘curse’ per se. 
The current global demand for commodities may have negative effects on SSA political institutions, which in turn may perpetuate low diversification, the economic vulnerability inherent in commodities, volatile prices, and ‘institutional traps’. Earnings from trade and investment in natural resources (oil, mineral, ‘point-sources’) accrue to governments. The many SSA regimes that are authoritarian or only formally democratic enjoy room for manoeuvre in terms of financing, which they have not had since the 1970s, before the era of adjustment programmes. These fiscal windfall gains are compounded by promises of aid from countries such as China - but also India and Brazil - which are situated outside the erstwhile ‘cartel’ of developed countries and their donors (Easterly, 2003). These emerging countries are above all driven by trade interests and the securing of their energetic needs and inputs for their industries. They also offer SSA more liberal trade regimes than developed countries
. These financial flows provide SSA governments with substantial leeway vis-à-vis the IFIs and put an end to two decades of conditional financing, including the ‘good governance’ conditionalities.
As highlighted by Acemoglu, Robinson, and Engerman and Sokoloff, economic development and institutions both determine and are determined by the control of resources: SSA shows the specificities of these causal channels when these resources are primary resources. In this case, there is no necessity to expand the economy, in contrast to Asian developmental states, where authoritarian, including corrupt governments, used export-led growth and industrial development as instruments to enhance their legitimacy (Kang, 2002 on Korea). Extracting and controlling resources that are often located in circumscribed territories (that may even be off-shore) is the central objective, via coalitions between investors, rulers and other social groups that vary according to local conditions and the fluctuations of power relationships. It may be enough to keep, for ‘external’ (the ‘international community’) and domestic use, political – e.g., ‘democratic’ – institutions, which are only ‘de jure’ (Acemoglu and Robinson, 2006b) or forms emptied of their content (Sindzingre, 2003). ‘Low equilibria’ and institutional traps are likely to stabilise in such contexts. 
SSA countries are at a tipping point: the surge in commodities prices may attract foreign investments and financing that may trigger spillover effects and industrialisation, or intensify the specialisation in the production of primary commodities that may reinforce political economy ‘low equilibria’, from which it will be difficult to get out.
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Appendix 1:
Dependence on Exports of Selected Non-fuel Commodities (2000–04; in percent)

	
	Country
	Share in total exports

	Aluminium
	Suriname
	47

	 
	Tajikistan
	46

	 
	Guinea
	36

	 
	Mozambique
	26

	Cocoa
	Côte d’Ivoire
	34

	Coffee
	Burundi
	43

	Copper
	Zambia
	41

	
	Chile
	31

	
	Mongolia
	20

	Cotton
	Burkina Faso
	42

	 
	Benin
	28

	Fish
	Iceland
	30

	 
	Seychelles
	30


Source: IMF World Economic Outlook, September 2006: Table 5.1. 
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