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International development institutions have recommended the production of export crops as a way of

promoting rapid economic development of the world's poorest countries. The focus on export

commodities rather than production for domestic consumption is viewed as a way of developing nations

to gain entry into more lucrative global markets.

The underlying assumption is that a global system of trade is a mutually beneficial form of social

interaction, and thus increasing the pace of globalization is a moral imperative for the global poor. The

rational for encouraging export commodity productions is the argument of comparative advantage. The

idea isn't old-- traceable to Adam Smith and made famous in the 19th century by John Stuart Mill and

David Ricardo.

The idea is this, one country can make steel for comparatively less cost than others, while another

grows an agricultural staple crop that others cannot produce as well or as cheaply. Everyone benefits

by being able to buy steel or wheat from whomever can sell them most cheaply and due to

comparatively lower production cost. So far so good.

But there are morally significant exceptions that tend to be forgotten or ignored. Commodity-producing

nations, especially nations whose largest exports are agricultural crops or minerals, operate at the

bottom of the economic value chain. Economic value chain is an economist's way of describing the

economic value captured at various points in the global supply chains. Selling raw materials is the least

rewarding position within the global value chain. The overwhelmingly profitable position is the top of the

value chain, where finished products are sold.

It's true that developing nations that ramp up their agricultural commodity exports tend to experience

some absolute gain in gross domestic product, at least in the short run. But in relative terms,

commodity-producing nations fall far behind developing nations. Developed nations benefit by gaining

secure access to cheap raw materials needed to power their lucrative industrial economies.

And as economist Dani Rodrik has shown, countries whose economies are based primarily in

commodity goods also deindustrialize. Whatever diversified industrial base they had initially, withers,

and with it, the opportunities for more lucrative trade. The developed nations reserve for themselves the

lucrative positions within global trade, while developing nations are consigned to the least lucrative
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positions.

Also, once economies become less diversified and their economic fates rise or fall, based on the

performance of a single commodity, the developing nations are buffeted by fluctuations in global prices

to the commodities they sell. Developing nations thus gain a little, but developed nations gain a lot. And

the global gamut to economic prospects widens.

In addition to the widening of inequalities among nations, there are significant internal distributive

effects not reflected in the rise of gross domestic product. When land is used for large scale export, the

cost of land rises. The rural poor are less able to afford the land that will support subsistence farming.

The result is that they lose an important hedge they once had against economic hard times.

And so the lack of economic diversification generally, and the lack of agricultural diversification in

particular, undermines both economic security and food security in the developing nations and

especially for the poorest people within them. The promise of benefits of an export commodity-based

pathway to development poverty relief should be viewed with skepticism.

Skepticism is warranted as well with regard to the newest global market trend in agriculture and export

commodity production. The richest nations, multinational corporations are scouring the world over for

dwindling land and water resources. They're looking for land that can be leased or purchased at very

low prices in the developing world. The purpose is to establish large scale agricultural production

facilities designed to feed the citizens of developed countries. This phenomenon is known as the Global

Land Grab.

There's much to learn about the extent and impact of the Global Land Grab. But there's a vast body of

experience that economists have drawn from in describing the portfolio risk faced by developing

countries that become the target with extractive resource industries. Economists have long noticed that

many foreign nation's blessed with natural resources, especially large amounts of a single scarce

resource, often fare worse economically than other poor nations. This is known as The Natural

Resource Curse.

Why should the presence of natural resources be so commonly associated with poor economic

performance and the perpetuation of poverty? It seems counterintuitive. However, the presence of

scarce resources in less developed countries invites rapid exploitation and overuse of resources, takes
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the lion's share of profits out of the host country, provides some limited short-term economic benefit to

existing economic elites, but rarely creates substantial or lasting economic benefit for the bulk of the

population.

It also leaves behind considerable environmental degradation and results in the dislocation of people. It

enables autocratic leaders and their cronies to finance their own lifestyle, and build up military

infrastructures that allow them to remain in power through oppression and elaborate systems of bribery

and patronage. The Global Land Grad thus adds a new chapter to the familiar story of patterns of

disadvantage that flow from reliance on an export commodity approach to economic development and

poverty relief.

3


