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Abstract
The study investigates whether or what ECOWAS trades-in matters as well as the impact of export diversification on GDP per capita in this sub-region. ECOWAS members have remained commodity dependent in its exports, with over 90% of the region’s export being in primary products with very little to contribute to their exports. Using panel data and the Vector Error Correction Model (VECM), the study found, among others, that there was high skewness of ECOWAS to commodity export in the period observed. Though what one trades in matters but it is not how much that is exported that matters but very important is what is exported, as regions with less specialization and more diversified exports generally experienced higher economic growth rates and contributed much more to overall exports. Based on this, it was recommended that in the ECOWAS sub-region, there is the need to develop domestic processing capability and see export as originating from domestic sufficiency.
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1.0
Introduction
In recent times, the share of developing countries in global trade has been on the increase but this change have been skewed towards Asia and particularly China, Africa’s progress have not been encouraging in this regard. Asia’s success has been facilitated by diversification of exports, especially with the significant impact of China. For instance, Bacchetta, (2007) posited that while Asia’s share in total world exports increased from 11.7% in 1985 to 21.5% in 2005, Africa’s share decreased from 4.3% to 2.9% over the same period and one of the many reasons for this Africa’s poor export performance was the structure of African exports, which is characterized by dependence on primary commodities (Alemayehu, 2006; Biggs, 2007; UNCTAD, 2008).

Thus, more than any other developing region, Africa’s heavy dependence on primary commodities as a source of export earnings has meant that the continent remains vulnerable to market vagaries and weather conditions. Price volatility, arising mainly from supply shocks and the secular decline in real commodity prices, and the attendant terms-of-trade losses have enacted heavy costs in terms of incomes, indebtedness, investment, poverty and development. (UNCTAD, 2003). Also, Africa’s over dependence commodity exports with minimal value added has crashed its productive intensity and aggravated its poverty rate, putting household and government budget under immense stress. Africa’s lack of productivity capacity to convert its resources into consumables and attract added surplus value has been its worst plague and uprising damnation, the continent is fast losing its vast based resource wealth to weak productive potentials leading to term of trade losses and retrogressive economic growth.

For instance, Africa, undergarments (Standard International Trade Classification-SITC 846) are the only important export item among the most dynamic product in world trade. However, their share in total Africa exports is only 1.7 per cent. Moreover, two countries (Mauritius and Swaziland) account for just over 85 per cent of total exports of this product. Seventeen of the 20 most important export items of Africa are primary commodities and resource-based semi-manufactures. On average, world trade in these products has been growing much less rapidly than manufactures. However, trade in some non-traditional commodities has seen considerable expansion over the past two decades. Of such commodities, there are among the 20 most important export items of SSA (namely fish and crustaceans, SITC 0.34, 0.36 and 0.37), accounting for 8.5 per cent of total African export earnings in 2000. World trade in other Primary commodities that account for an important proportion of total exports of Africa, particularly agriculture products such as Coffee, Cocoa, Cotton and Sugar, has been sluggish, with the average growth of trade in such products in the past two decades barely reaching one-third of the annual growth rate of world trade in all products, i.e. 8.4 per cent over 1980 to 2000.
The periodic commodity boom has lure Africa countries into a false sense of prosperity, however, commodity booms have tended to be cyclical and it is doubtful if the present one can last forever. Africa’s over dependence commodity exports with minimal value added has crashed its productive intensity and aggravated its poverty rate, putting household and government budget under immense stress. Africa’s lack of productivity capacity to convert its resources into consumables and attract added surplus value has been its worst plague and uprising damnation, the continent is fast losing its vast based resource wealth to weak productive potentials leading to term of trade losses and retrogressive economic growth.

Likewise, Economic Community of West African States (ECOWAS) have been faced with low volume of exportable products, as well as the limited degree of diversification of exports, which is made up mainly of unprocessed primary products. For instance, ECOWAS share of global merchandise exports fell from 2 per cent in 1980 to 0.5 per cent in 2008, while its share of total developing-country merchandise exports marginally increased from almost 1.3% to 1.8% over the same period. Similarly, its share in global manufactures trade increased twofold, reaching 0.075 per cent in 2000. Comparatively, the value of East Asia’s total exports recorded 7 per cent average annual growth over the period under review, as against a meagre 0.6 per cent for ECOWAS (UNCTAD, 2003).

ECOWAS countries are heavily dependent on a narrow base of few agricultural and mineral exports for foreign exchange earnings and have had to endure the consequences of all problems resulting from the fluctuation of commodity prices in world markets. About 17 of the 20 most important export items of ECOWAS are primary commodities and resource-based semi-manufactures. On average, world trade in these products has been growing much less rapidly than manufactures. In fact, world trade in other primary commodities that account for an important proportion of total exports of ECOWAS such as coffee, cocoa, cotton and sugar, has been sluggish, with the average growth of trade in such products in the past two decades barely reaching one-third of the growth rate of world trade in all products (UNCTAD, 2003). For instance, world prices for many of the commodities that Africa exports declined between 1990 and 2000: Cocoa, Cotton, sugar and copper by over 25%, coffee by 9% and minerals overall declined by 14% (WTO, 2001). As noted in Ng and Yeats (2002), one-half of traditional products in ECOWAS experience average price changes of 50 % or more during the 1990’s.

Based on this trend, some questions become pertinent to ask; is ECOWAS constrained by what they export? And are there any need and/or role for diversification in ECOWAS? It is in the bid to provide answers to these questions that this paper, adopting a Johansen Co-integration analysis, empirically examines the impact of ECOWAS export composition on GDP per capita in ECOWAS and also econometrically investigate the impact of diversification on GDP growth in the region. 
2.0
Brief Review of the Literature
The issue of trade diversification or specialization in export production has generated much discourse in trade literature, especially as it aids policy making in enhancing economic growth. 

Some studies advocated for greater export diversity as good for economic growth and development, while another sees specialization, in accordance with a country’s comparative advantage, as more appropriate. Despite this however, the empirical evidence on the relationship between export diversification and economic development remains limited (Herzer and Lehmann 2006). There is even less evidence on the economy-wide impacts and requirements of greater export diversification vis-à-vis specialization.

While relating this issue of trade diversification to developing countries, Prebisch-Singer thesis (Prebisch 1950; Singer 1950) argued that developing countries’ dependence on primary commodity production and exports leaves them vulnerable to commodity shocks, price fluctuations and declining terms of trade, especially since the income elasticity of the demand for primary commodities is low. This in turn results in a country’s foreign exchange reserves, and thus its ability to afford imported inputs, becoming subject to fluctuation and uncertainty. In such a case, beneficiation of raw commodities before exporting is seen as adding more value to production and raising employment, and providing more stability and growth in export earnings. 
Also, many other studies stressed the potential benefits of export diversification for economic development. These studies proposed that countries should produce and export goods for which the world demand is increasing, and this is based on the view that exports are good for economic growth, and that export-led growth (as experienced by Japan and the East Asian tigers) is the most appropriate development path for the developing world (Alexander and Warwick, 2007). In this view, the impact of export diversification is conditional on the type of goods that are exported, and its consistency with world demand. Naude and Rossow (2008) investigated the extent of export diversification and specialization in South Africa over the period 1962-2000 and its relationship to GDP per capita using the computable general equilibrium (CGE) model. The study found a tentative U-shaped relationship between Per capita GDP and export specialization, that export diversification, resulted in higher GDP growth and employment. The claim was as well supported by a Granger Causality test conducted in the study (greater export diversification results in a more substantial increase in exports that in the case of greater export specialization). 

Another group of studies based their argument on the endogenous growth theory in which they hypothesize that diversification of exports from primary commodities into high-skilled, and high-technology goods are desirable because trade in these products allows for more scope for growth through productivity gains than traditional commodity exports. There are more opportunities for spillover effects in manufactured trade than in primary commodity trade (Herzer and Lehmann 2006) while Petersson (2005), and  Mengistae and Pattillo (2004) stated that spillover effects are partly due to skills and technological upgrading (learning-by-doing and learning-by-exporting), which have more positive externalities than in primary commodity production. 
In line with the above submissions, Pineres and Ferrantino (1997); and Edwards and Alves (2006), recommended that countries should diversify exports into high-skilled, and high-technology products; and that countries should use trade liberalization as the primary means to obtain higher and more diversified exports.  But in their study, Brainard and Cooper (1968) proposed that risk-averse countries should diversify their exports taking into consideration the co-variability of different export goods’ world prices. It recognized the merits in the neoclassical Heckscher-Ohlin Trade (HOS) model’s recommendation that a country should specialize according to comparative advantage, but points out that this might not hold under uncertainty, and that uncertainty will reduce overall world trade as risk-averse producers of primary commodities reduce their production thereof, a similar idea was documented in the works of Ruffin (1974); and DeRosa (1991). But Chang (1991) and Osakwe (2007) cogitated that diversification in exports  is needed to offset uncertainty if financial institutions that can provide insurance are lacking, as is for instance the case in many African countries (Chang 1991; Osakwe 2007). 

In explaining African countries’ poor economic growth in the 1980s, Arezki and Van der Ploeg (2007) observed that countries that have a rich endowment of natural resources, and tend to depend on exporting one or a few highly-valued natural resources, such as oil, minerals or coffee, tend to grow slower than countries with a more diversified, non-resource based export structure. A corollary study was conducted by Sachs and Warner (1995), which termed this the ‘natural resource curse’. Three main reasons have been advanced as to why a rich endowment of natural resources would be bad for economic growth: ‘Dutch disease’ effects whereby the real exchange rate appreciates during resource booms (Bonaglia and Fukasaku 2003), increasing rent-seeking behaviour and corruption, and civil conflict over these valuable resources. But Owens and Wood (1997) argued that in the case of Africa, comparative advantage implies that the emphasis should not be on vertical diversification, but on expanding primary commodity exports, and horizontally diversifying only primary production and exports. 

For instance, Brainard and Cooper (1968), Osakwe (2007) and Stobl (2005) using cross-country data found that trade expansion results in greater variability in export earnings, and that there are significant welfare gains for countries in diversifying into a more optimal export structure. Thus, Hummels, Ishii and Yi (2001) and Yi (2003) advised that countries at further stages of development may tend to specialize also in their export structure, by identifying the importance of vertical specialization (when a country specializes in a specific stage of production rather than in the production of the whole product) in global trade. Vertical specialization, for example, has been responsible for 50 per cent of the growth in USA trade since 1962 (Yi, 2003).
3.0
Stylized Facts on ECOWAS

3.1
Commodity Trade in ECOWAS

The lack of potential for increased intra and extra trade within the ECOWAS region is frequently mentioned as an explanation of the lack of success of ECOWAS. Agriculture is the predominant occupation for majority of the ECOWAS countries. Also, the regional trade is clearly dominated by Nigeria, Ghana, Côte d’Ivoire and Senegal. Nigeria’s export to other West African States has been mainly crude oil and refined oil while Cote d’ivoire export to other West Africa countries and the rest of the world is cocoa, coffee, timber, petroleum, cotton. Although intra-ECOWAS trade constitutes a marginal share of the total trade of ECOWAS member countries this share has been growing, especially after the mid 1980s up to the present period.

ECOWAS experienced a fall in the share of her global merchandise exports as it decreased from 2 percent in 1980 to 0.5 percent in 2008. But her share of total developing-country merchandise exports increased marginally from about 1.3 percent to 1.8 percent over the same period. Similarly, its share in global manufactures trade increased twofold, reaching 0.075 per cent in 2000.  Available data from UNCTAD, (2003) show that the value of East Asia’s total exports recorded 7 per cent average annual growth over the period under review, compared to a mere 0.6 per cent for ECOWAS. And because ECOWAS countries are heavily dependent on a narrow base of few agricultural and mineral exports for foreign exchange earnings, they have had to endure the consequences of all problems resulting from the fluctuation of commodity prices in world markets. About 17 of the 20 most important export items of ECOWAS are primary commodities and resource-based semi-manufactures.
On average, world trade in these products has been growing much less rapidly than manufactures. In fact, world trade in other primary commodities that account for an important proportion of total exports of ECOWAS such as coffee, cocoa, cotton and sugar, has been sluggish, with the average growth of trade in such products in the past two decades barely reaching one-third of the growth rate of world trade in all products (UNCTAD, 2003). For instance, world prices for many of the commodities that Africa exports declined between 1990 and 2000: Cocoa, Cotton, sugar and copper by over 25%, coffee by 9% and minerals overall declined by 14% (WTO, 2001). As noted in Ng and Yeats (2002), one-half of traditional products in ECOWAS experience average price changes of 50 % or more during the 1990’s.

Table 1:  Product Share of ECOWAS in Total Export


	Year
	Share of Primary Products
	Share of Primary Products

	
	Ecowas –incl. Fuels
	Ecowas –excl. Fuels
	Share of fuels
	Africa –incl. Fuels
	Africa –excl. Fuels
	Share of fuels

	1995
	91.1
	43.3
	47.8
	70.8
	33.3
	37.5

	1996
	91.4
	37.6
	53.8
	72.1
	31.9
	40.2

	1997
	89.7
	32.6
	57.1
	72.1
	27.5
	44.6

	1998
	86.8
	40.7
	46.1
	63.4
	30.4
	33

	1999
	91.5
	24.3
	67.2
	71.5
	27.6
	43.9

	2000
	95.8
	16.7
	79.1
	76.5
	21.8
	54.7

	2001
	93.8
	22.7
	71.1
	76.9
	26.8
	50.1

	2002
	89.6
	26.9
	62.7
	73.9
	25.4
	48.5

	2003
	91.8
	24.5
	67.3
	75.4
	26.0
	49.5

	2004
	90.3
	18.8
	71.5
	76.1
	23.5
	52.6

	2005
	92.6
	15.0
	77.6
	80.3
	20.3
	60

	2006
	94.0
	13.4
	80.6
	82.3
	20.4
	61.9

	2007
	92.6
	17.9
	74.7
	80.7
	20.9
	59.8

	2008
	92.1
	15.1
	77
	82.0
	19.3
	62.7


Source: Computed from UNCTAD Handbook of Statistics, 2009

The table shows that the share of agriculture varied between 14% (Cape Verde) and 47% (Guinea Bissau) in the period 1980 and 1990. The share of services also varied between 22% (Nigeria) and 71% (Guinea Bissau) in the period 1980 and 1990. The share of industrial activities was as low as 9% for Niger in 1990 with Nigerian recording the highest contribution of industrial activities at 46% in 1980 and has since been declining. Soyibo and Alayande, (2002), submitted that countries within the same crop belt tend to produce similar agricultural products and hence they cannot be each other’s important trade partners. However, most industrial goods penetrating the West African trade zones are processed agricultural commodities such as sugar, canned beef, frozen meat, tobacco, textiles, leather products, etc. Trade among the ECOWAS countries as a proportion of their total trade increased from 3 per cent in the early 1970s to over 10 per cent in 2001; and the volume has been slightly on the increase with the member countries, with Togo and Sierra Leone exporting over 60% of trade volume to ECOWAS region. The steady growth of the share of intra-ECOWAS trade in the total trade has to be viewed against the relative stagnation observed over the same period in regard to trade between ECOWAS countries and the rest of Africa.
There are economic and political risks associated with heavy dependence on commodity exports. For instance, high concentration of exports on primary commodities and natural resources can have detrimental effects on a nation’s growth prospects. In other words, resource-rich economies would grow slower than others, as if natural resources were a ‘curse’. Furthermore, it has been argued that resource wealth increased the likelihood of civil wars, and favours authoritarian rule, and worsens income inequality. Hence, Odularu, (2008) stated that diversification to non-traditional, manufactured goods has been considered as a primary goal of national development strategies in many low-income countries. 

4.0:
Methodology 
4.1:
The Model

This study adopted the model by Arellano and Bond (1991) as modified by Laderman and Maloney (2007). The model starts with specifying a general growth equation as contained in equation 1 below: 

Where ∆yi,t denotes the log differences of income per capita in period t, yi,t-1 is the log initial income, Xi,t is a vector of potential determinants of growth, and Vi,t is the residual error component. 


Where AGRt  is the share of agriculture contribution to GDP (agricultural value added), IVt is investment, MFRt is the share of the manufacturing sector to GDP (Manufacturing value added), SEVt is the share of the service sector to GDP (services value added), and SPEt is the percentage share of primary exports. The Johansen and Joselius techniques of establishing co-integration was adopted to estimate the long-run equilibrium behaviour of ECOWAS GDP and diversification indexes based on the above specified model, (See equation 3)


A panel estimation analysis is hereby used to sieve the effect of ECOWAS export composition on per capita income in the region. (See equation 4)

The Vt is stochastic error term assumed to be purely random. All the variables are transformed by taking natural logs and hypothesized that the estimates α1, α2, α3, α4, α5, α6, α7 are positive.

In principles, its becomes necessary to test the order of integration of each variable in a model to ascertain whether they are stationary and number of differencing it needs to undergo to derive stationary series. The unit root test was carried out using the Augmented Dickey-Fuller (ADF) and the Philip and Perron Tests. 

Data for the study were drawn from basically from the documents of the World Bank especially the World Development Indicators.
Table 2 Sources and Description of Variables

	Variable
	Description
	Source

	Real GDP
	Monetary Value of goods and services produced within a country over a period of time, adjusted for price level changes.
	World Development Indicators (WDI)

	Percentage Share of Primary export
	Corresponds to the share of share of primary exports in all merchandise exports.
	World Development Indicators (WDI)

	Export Diversification index
	The Herfindahl-Hirschmann Index (HHI) is calculated by taking the square of export shares of all export categories in the market

HHI =SSi2 ; i = 1, 2, ..., n

This index gives greater weight to the larger export categories and reaches a value of unity when the country exports only one commodity or service (high concentration).
	UNCTAD Statistics Report

	Real GDP per capita
	Gross Domestic product divided population adjusted for purchasing power parity
	World Development Indicators (WDI)

	Investment
	Investment share of real GDP per capita 
	Penn World Table (PWT) 6.1

	Agriculture/GDP ratio
	Value added of agriculture in constant 2000 as percentage of GDP
	World Development Indicators (WDI)

	Manufacturing/GDP ratio
	Value added of Manufacturing in constant 2000 as percent of GDP
	World Development Indicators

	Service/GDP ratio
	Value added of service in constant 2000 as percent of GDP
	World Development Indicators


Source: Compiled by authors
4.2:
Empirical Results

The results of the unit root test are shown in Table 3. The table shows that each series is first difference stationary at one percent using ADF test, and since the results are impressive, the ADF test is used for co-integration test. Also, it implies the acceptance of the null hypothesis and it is sufficient to conclude that there is the presence of a unit root in the series. 

Table 3: Unit Root Tests Result
	
	Level
	First Difference
	

	Variable
	ADF
	PP
	ADF
	PP
	Comment

	LNGDP
	-0.4143
	-0.4143
	-4.9335*
	-4.7320*
	I(1)

	LNEDI
	1.2484
	-0.6031
	-6.3807*
	-6.3807*
	I(1)

	LNSPN
	-3.2330
	-2.3618
	-4.0489*
	-5.7961*
	I(1)


Source: Authors’ Compilation from the Unit Test Results using Eviews 6.0
Note: (*) indicates significant at 1% level.

MacKinnon (1996) critical value for rejection of hypothesis of unit root test was applied.
Next the co-integration test was done using the Johansen maximum likelihood test for co-integration. This was to help determine whether or not there is any long run co-movement between the variables under investigation. Note that the existence of this implies that there is a long run relationship among the variables. This approach is preferred to the Engle and Granger two step procedure because the later conceals information on the coefficients of the explanatory variables in the co-integrating vector, hence makes it in appropriate for this study. Using this approach, the result was found to be sensitive to the lag length used. The Akaike information criterion is used in selecting lag length to be included in the estimation. The co-integrating tests of model assume quadratic deterministic trend in data. Both maximum eigenvalue test and trace results indicate the existence of a unique co-integrating vector for the growth equation, (see table 4). 
	Table 4: Johansen Co-integration Estimation

Trace ( λtrace)

	No. of CE(s)
	None
	At most 1
	At most 2

	Eigenvalue
	0.8883
	0.5252
	0.2141

	λtrace statistics
	38.1319
	11.8305
	2.8913

	Critical value
	35.0109
	18.3977
	3.8415

	Maximum Eigenvalue ( λmax)

	Eigenvalue
	0.8883
	0.5252
	0.2141

	λmax statistics
	26.3014
	8.9392
	2.8913

	Critical value
	24.2520
	17.1477
	3.8415

	Normalized Co-integration Coefficient

	LNGDP
	LNEDI
	LNSPN

	
	27.0478
	-8.8509

	
	(6.0239)
	(1.2487)


Source: Authors’ Compilation from the Johansen Co-integration Estimation Results using Eviews 6.0
Note: Standard Error is in Parentheses.
Table 4 also contained the normalised co-integration equation. The normalised co-integration equation reveals that in the long-run, diversification index has a significant positive impact on growth while the export share of primary product has a significant negative impact on growth. These results provide evidence to justify the fact that what a nation export matters; and that excessive concentration on primary export retrogresses growth potentials. This result was consistent with previous studies by Al marhubi (2000), Pineres & Ferrantino (2000), Herzer & Lehman (2006), Agosin (2007) and Lau and Karim (2010) which all shared critical impacts of diversification on economic performance in their empirical analyses. 
The existence of co-integration allows for derivation of the error-correction model from the co-integrating equations by including the lagged error-correction term, hence the long-run information lost through differencing are captured. For theoretical meaningfulness, the coefficient of the error term should be negative and range between zero and one in absolute term. The error-correction term to be estimated represents the short-run to long-run adjustment equilibrium trends. The error correction term is the residual from the static long run regression and it joins the set of differenced non-stationary variables to be estimated to capture both short run and long run dynamics. Here, the variables in co-integrated equations are considered as endogenous in the Vector Autoregressive (VAR) model. Table 5 shows the result of the Vector Error Correction Model (VECM). This helps us, using the ECM coefficients, to determine how fast the system will adjust to restore equilibrium.
Table 5: Vector Error Correction Estimates

	
	D(LNGDP)
	D(LNEDI)
	D(LNSPN)

	Ect(1-)
	-0.3795
	0.0313
	-0.4346

	Standard error
	(0.1586)
	(0.3431)
	(0.2787)

	t-stat.
	[-2.3928]
	[0.0915]
	[-1.5390]


Source: Authors’ Compilation from the Vector Error Correction Estimates Results using Eviews 6.0
The diagnosis tests performed on various orders of the error correction model indicate that the model has the expected negative sign, also the magnitude of the error correction term coefficient lies between zero and one. It can also be deduced that the size of the ECM (-1) coefficient is indicative of the speed of adjustment and this is about -0.3795 which implies a 38 per cent short run disequilibrium adjustment to long run equilibrium each year, though the speed of growth to converge to equilibrium path (considering the explained variation by the explanatory variables) is slow.  

The estimation also attempts to sieve the impact of export concentration on ECOWAS per capita growth considering individual country fixed effects and period specific effects. Consistent with earlier studies, we could confirm a significant impact of manufacturers value-added on per capita income; though with low magnitude, which could have arise from the region less concentration on production and export of manufactures, (see table 6). The coefficient of the investment share of GDP was negative signalling that the low capital injection in improving value-added in ECOWAS impacted negatively on GDP per capita. The population variable is one of the most potent, from the estimation; population was consistently more significant (with higher negative magnitude).
Table 6: Panel Estimation

	Variables
	Coefficients
	t-statistics
	Std. error

	C
	4.5803
	9.7963
	0.4676

	LNAGR
	0.0789
	1.4052
	0.0562

	LNIV
	-0.2640
	-6.6247
	0.0399

	LNMFR
	0.2564
	10.9824
	0.0233

	LNPOP
	-1.5684
	-17.2960
	0.0473

	LNSEV
	0.8239
	13.7419
	0.0287


Source: Authors’ Compilation from the Panel Estimation Results using Eviews 6.0

This implies the recognition of the potential impact of population in dwindling GDP per capita in the face of low income of some ECOWAS members. The transfer of value-added, literally transfer of income across border in line with rising population has economically endangered ECOWAS region. The estimated result from panel least square procedure suggest that the coefficients of agriculture value-added, manufacture value added and service value added are positively related with real per capita income; while investment share of growth and population are negatively related with real per capita income. These results show that the observed variables are statistically significant in explaining the variation in real per capita income, except agricultural value-added. This is likely due to the weak processing capability and low production of dynamic agric products. 

5.0
Conclusion

This study investigated the effect of export composition on per capital income growth in ECOWAS using Johansen co-integration analysis and least square panel approach. Evidence from the analysis, covering 1975 to 2008 reveals that not only does what a country and/or region trade matters, the degree of diversification in ECOWAS was found to be positive and significantly related in explaining the trend of economic growth. This supported evidences from most developing countries. Based on this, Kenji and Mengistu (2009), for instance, recommended a vertical diversification by means of increasing value-added ventures and enhanced production linkages. Other theoretical reasons for high income gains from diversification is the dwindling commodity prices which tends to move in cycles that are highly correlated with fluctuations in global aggregate demand. To escape the trap of unstable foreign earnings and homogenous export, the ECOWAS must first focus on production for domestic need. Production must gain economic priority rather than transferring surplus abroad under the disguise of exports; In this way economic gain are retained and per capita income growth is foster. This will also enhance industrial activities and innovations in the sub-region. The critical mass of ECOWAS challenge is weak productive capacity and this has accentuated the progress of the member states and the sole cause of social and economic retardation within the region, as such ECOWAS should see exports as originating from domestic sufficiency.
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