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Abstract— Foreign direct investment (FDI) is an important lever for the growth and development of the national economy. 

It contributes effectively to GFCF and GDP at both national and regional levels. As a result, the evolution of incoming FDI flows 

prompts us to study the attractive factors of foreign investors in Morocco and to analyze their impact on economic growth. The article 

implements the Error Correction Model (ECM), in tests the impact of attractive factors of foreign investors in the short term (1980-

2014) and gives perspectives of the Moroccan economy. 
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 INTRODUCTION                                                                     

ince the second half of the 1980s, the world economy has 

undergone major changes in the way it operates. In fact, in-

creasingly deregulated economies, regulated by free and open 

markets abroad, have replaced regulated, state-controlled and 

protectionist economies. 

As part of this trend, there has been a significant change in the 

pattern of global capital flows. Thus, from a situation dominated 

by bank financial flows for public debt purposes, we have moved 

to a situation dominated by private flows of direct and portfolio 

investment. 

This shift can be linked, on the one hand, to the privatization 

movements, to the decreases in the volume of public investments 

following the withdrawal of the states of the productive system, 

on the other hand, to the new strategies of multinational firms 

(MNCs) following the free trade agreements and also to the 

emergence of new sectors related to information and communica-

tion technologies (ICTs).  

In this wake and given the importance of foreign direct invest-

ment by its positive economic effects and also announcement, it 

seems advisable to analyze the performance of Morocco in se-

duction of foreign investors.  

More concretely, the ultimate goal of this paper is to answer the 

following question:  

What are the determinants and the impact of foreign direct in-

vestment in Morocco in the short and long term ? 

In order to give some answers to this question, we will first make 

a diagnosis of the attractiveness of FDI in Morocco, secondly 

establish the theoretical foundations of the location of multina-

tional firms (FMN), then we present an empirical study of the 

attractiveness of FDI in Morocco, we will finally give a sketch of 

answer to this question (object of this article) stated above 

through a shock study. 

1. DIAGNOSIS OF THE ATTRACTIVENESS OF FDI IN MOROCCO 

Morocco has attracted significant foreign investment over 

the last two decades, in connection with the start of the privatiza-

tion process in 1993, the conversion of external debt into invest-

ment, likewise the improvement of the legislative, regulatory and 

corporate governance institutional framework. 

Indeed, the introduction of the policy of encouragement and pro-

motion of foreign investors in Morocco to make it one of the 

main suppliers of FDI in the African continent, according to the 

2015 UNCTAD report, which has enabled the Kingdom to con-

solidate its second largest recipient of FDI in North Africa behind 

Egypt. 

In this perspective, it should be pointed out that the expansion of 

foreign investment in Morocco is characterized by the predomi-

nance of five main sectors namely the industrial sector, the first 

sector, attracting FDI and draining 23% of total revenue followed 

by real estate 19%, telecommunications 18%, tourism 12% and 

banking 7%. These sectors attracted a share of 78% of total for-

eign direct investment during the period 1996-2014.  

It is also important to point out that investments from European 

Union countries are preponderant, accounting for 72% of total 

FDI receipts in Morocco over the period 1996-2014, especially 

investments from France, accounted for 43% of total FDI receipts 

in the same period. Similarly, direct investment from the United 

Arab Emirates has improved by 8% in the last decade, especially 

after the Pan Arab Free Trade Area (PAFTA).  

After the diagnostic analysis of foreign direct investments in Mo-

rocco, we will move on to the second point which will attempt to 

lay the theoretical foundations of the FMN. 

2. THEORETICAL FOUNDATIONS OF THE LOCATION OF 

MULTINATIONALS 

The issue of foreign direct investment is based on studies 

of the international economy (links between FDI and trade), the 

geographical economy (interactions between FDI and the territo-

ry) and the industrial economy (the strategies of the FMNs), what 
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makes its richness but also its complexity. 

Indeed, one of the first explanations for the internationalization of 

firms has been developed by Marxist-inspired currents, particu-

larly via theories of dependence and imperialism. These devel-

opments have been resumed and adapted to an environment giv-

ing more space to MNC multinational firms, in the neo-

imperialist analyzes. 

Following these first attempts, several explanatory theories of 

FDI, based on different approaches, have been formulated : de-

termining a firm's strategic choices between international trade 

and investment (S.Hirsch , 1976), the eclectic theory « the OLI1 

paradigm » founded by (Dunning, 1993) clarified, extended and 

developed the Hirsch model. The latter has shown that the eclec-

tic theory of FDI (Dunning.J.H, 1977, 1981) can be conceived as 

complementary to the theory of internalisation and the theory of 

transaction costs (Coase, 1937 and Williamson, 1994). 

In this sense, the choice of a location for foreign investment de-

pends on the existence of a number of factors that reflect the pri-

orities of potential investors (M. Porter, 1986) in terms of cost-

benefit comparison. These correspond both to the costs of factors 

of production which are more or less low (labor, ...) and to the 

best attractive advantages of the territories (for example: size of 

the market, investment rate, price competitiveness, geographic 

and cultural proximities, qualified human resources, infrastruc-

tures, communication, transport, public safety, etc.), openness of 

the economy to the outside, freedom of capital transfers, quality 

of institutions (tax, customs, financial, legislative and regulato-

ry...) and growth rate).  

To fully understand these factors, we expose theoretical explana-

tions for some, important, FDI attractiveness factors initiated by 

the host state. In this sense, (El Issaoui, 2008) shows that the size 

of the Moroccan market, measured by the logarithm of GDP per 

capita, has a positive and significant effect. Then we expose the 

action of government notably the introduction of the commercial, 

financial, fiscal policies, and of policy of incentive and regula-

tion. 

In addition, (Batana, 1999), based on an error-correcting model, 

sought the explanatory variables of international capital flows in 

Togo. The results of his study covering the period 1965-1992 

showed that the investment rate is a relevant factor in the expla-

nation of short-term international private capital flows in Togo. 

 

1 (O: « Ownership advantage ») the specific advantage of 
the firm-that explains the ‘‘why?’’ Of its multinationaliza-
tion-, (I: « Internationalization advantage ») the advantage 
of internalisation - this answers the question of ‘‘how? In-
ternationalization while exploiting / avoiding certain ad-
vantages / disadvantages related to market imperfections 
and public interventions on national hosting territories -, 
and (L: « Location advantage ») the advantage of location 
abroad - which answers the question of '' where? '' to locate 
-.  

Similarly, public spending (basic infrastructure and public ser-

vices) has a positive effect with a lag of two years. 

These constitute the basis of the variables of our empirical study 

on the determinants of the location of foreign investments in Mo-

rocco.        

3. EMPIRICAL STUDY OF THE ATTRACTIVENESS OF FDI IN 

MOROCCO 

As we noted in the previous section, the determinants 

of the attractiveness of FDI are limited and insufficient, in other 

words, that despite the theoretical and empirical development that 

has been advanced up to the latter, they have not given convinc-

ing conclusions on the fundamental factors of attracting foreign 

investment.  

Therefore, our interest is not to propose an econometric model 

that includes all the factors of the attraction of foreign invest-

ments in Morocco but to select the variables used in most econ-

ometric studies of developing countries (DCs), UEMOA coun-

tries and even those used in the case of Morocco.  

  

3.1 Data and choice of variables 

Endogenous variable: FDI inflows as a percentage of GDP (FDI / 

GDP) 

Exogenous variables: Open trade rate defined here as trade total 

as a share of GDP, domestic credit versus production (CD) ap-

proximated by the domestic credit ratio provided by the banking 

sector as a percentage of GDP; size of the market (TM) approxi-

mated by the GDP / inhabitant or when also calls GDP / head, 

investment rate (IT) this variable approximated by the ratio of 

GFCF as a percentage of GDP, Fiscal pressure (PF) approximated 

by the tax revenue / GDP ratio.  Indeed, all these variables2 are 

put in natural logarithm (Ln) to obtain directly their elasticities. 

3.2 Econometric model  

To test the determinants of the attractiveness of FDI in Morocco 

and more specifically their impact on the dynamism of the na-

tional economy in the short and long term.  

We examine here the factors, the variables retained, of the attrac-

tiveness of FDI in Morocco by Johannsen's Vector Error Correc-

tion Model (VECM) cointegration method. This allows us to de-

termine the long-term relationship (s) between the ratio Ln (FDI / 

GDP) and the exogenous variables and to analyze the dynamics 

between these different variables in the short term. In this wake, 

the equation, below, retained in our model is in the form of loga-

rithmic Neperian3 (Ln) : 

 

2 The variables selected come from the database of the World 

Bank, the United Nations Conference on Trade and Development, 

and the Directorate of Studies and Financial Forecasting. These 

data cover the period from 1980 to 2014.  
3 With: (LID logarithm) LIDE, (log tradeoff) LOuve, (domestic 

credit logarithm) LCD, (logarithm of market size) LTM, (loga-
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                                        (1) 
 
3.3 Results  

In the light of an empirical analysis, we notice that all the 

variables are stationary in first difference, so this case we say that 

all the variables retained have the same order of integration I (1). 

In this wake, there is the possibility of cointegration between the 

endogenous variable and the different exogenous variables.  

The first step is to first determine the number of delays (p) of the 

VAR model (p) using, especially, the criteria of « Akaike et 

Schwarz ». According to the information criteria of Akaike and 

Schwarz, the number of delays (p) that we will remember is 2.  

In addition, the results of the trace test suggest that there is a 

cointegrating relationship at the 5% threshold between the ex-

plained variable Ln (FDI / GDP) and the explanatory variables / 

FDI pull factors. 

This result leads us to the estimation of the long and short term 

solutions of the FDI attractiveness factors in Morocco within the 

framework of a vector model with error correction  

Table 1: Results of VECM Model Estimation 

Variables Long term relationship 

LIDE 1.000000 

LOuve (-1) 23.85290 

(3.23702) 

[7.36878] * 

LCD (-1) -2.219942 

(1.03717) 

[-2.14039] * 

LTM (-1) -7.347245 

(1.10898) 

[-6.62525] * 

LTI (-1) -18.89012 

(3.42560) 

[-5.51439] * 

LPF (-1) 7.562492 

(3.10231) 

[2.43770] * 

C 4.773953 

Note : Figures in parentheses are standard deviations. 

* Significant variable at the 5% level;  ** Not significant vari-

able. 

Variables Short term relationship 

CointEq1 -0.650139* 

(0.18884) 

[-3.44276] ** 

LIDE (-1) -0.508318 

(0.17437) 

[-2.91522] ** 

LOuve (-1) 8.773927 

(4.41555) 

                                                                                                               
rithm of investment rate) LTI, (logarithm of the tax burden) LPF 

and E (t) (term of random error varied in time t).  

[1.98705] ** 

LCD (-1) -5.141755 

(2.52832) 

[-2.03367] ** 

LTM (-1) -0.217554 

(2.44418) 

[-0.08901] *** 

LTI (-1) -10.40774 

(4.18533) 

[-2.48672] ** 

LPF (-1) 

 

12.21612 

(4.40768) 

[2.77155] ** 

C 0.106837 

(0.23426) 

[0.45606] *** 

Note : Figures in parentheses are standard deviations. 

* The error-corrected term is negative and significantly differ-

ent from 0; 

** Significant variable at the 5% level. ; *** Non-significant 

variable at the 5% level. 

R-squared: 0.752353 ; Adj. R-squared : 0.573497; Sum sq. 

resids: 13.61246; S.E. equation: 0.869625 

F-statistic:4.206473; Log likelihood: -31.73002 :Akaike AIC 

:2.858126; Schwarz SC: 3.499386 

Mean dependent: 0.062422; S.D. dependent :1.331591 

Determinant resid covariance (dof adj.): 1.58× ; Deter-

minant resid covariance: 5.01× ; Log likelihood 

:254.4160; Akaike information criterion: -10.27600; Schwarz 

criterion:-6.153621 

Source : Sortie de logiciel « Eviews 8 » 

We note from estimations made using the VECM model, that in 

the long term, the variables retained are significant (at the 5% 

threshold), ie, the commercial opening has a sign, positive, ex-

pected. On the other hand, domestic credit, the size of the market 

and domestic investment show signs, negative, not in line with 

what is expected in the same way, the ratio tax revenues / GDP 

which measures the tax pressure shows a sign, positive, this is not 

in line with theoretical expectations. 

In the short term, the trade opening variable is significant (at the 

5% threshold) and a positive sign, expected. On the other hand, 

domestic credit, domestic investment and the tax burden are sig-

nificant and show signs that are not in line with theoretical expec-

tations when the GDP / head ratio, which measures the size of the 

market, appears to be insignificant.  

In addition, the Granger causality test performed using Wald sta-

tistics. To see short-term causality moving from an independent 

variable to a dependent variable. This Granger causality test of 

the variables trade openness, domestic credit and market size 

have probabilities greater than 5% of the  for Wald statistics. 

In this case, we can deduce that there is no short-term causality 

ranging from inflows of FDI (in%) to trade openness, domestic 

credit and market size variables. On the other hand, the domestic 

investment and tax burden variables have probabilities lower than 
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5% of the  for the Wald statistics, so this case we reject the 

hypothesis H0 of nullity. This implies, the Granger causality test, 

the existence of short-term causality ranging from inflows of FDI 

and the two variables domestic investment and tax burden. 

We summarize that our model is validated and meaningful. 

 

3.4 Shock studies  

 

After having validated our model, we will pass to in-

terpret our result economically.  

This study, based mainly on the application of the VECM model, 

has shown that there are relevant factors in explaining FDI in-

flows in the short and long term, 1980-2024, in Morocco. Indeed, 

the results from this model show that foreign entrepreneurs wait 

almost two years, late, to start their activities. This is mainly due 

to the complexity of the regulatory framework of business in Mo-

rocco, the costs of the regulatory process remain even lower than 

the average of the OECD / MENA countries. Similarly, the tax 

burden is high, more than average, compared to other countries in 

the African region. 

In addition, the results of the long-term VECM model estimate 

(2015-2024) show that trade openness positively affects FDI in-

flows in Morocco. Indeed, the increase of 1% would lead to an 

increase in FDI in Morocco of 23.85 in the long term, more par-

ticularly, in the half of 2017 until 2024. This is thanks to the 

State's involvement in international efforts to tackle climate 

change (COP22). Similarly, the improvement in activity in the 

Euro zone and the easing of monetary conditions that should sup-

port domestic demand and the acceleration of growth. In addi-

tion, the development of trade exchanges and the promotion of 

investments with the partners of the African continent and other 

partners of the great powers notably Russia, India and the Peo-

ple's Republic of China. 

However, these results of the VECM model show that the deter-

minants of foreign direct investment in Morocco (in the short and 

long term), especially domestic investments and the tax burden 

have negatively affected the inflow of FDI.  

Regarding, domestic investment has a negative effect on inflows 

of foreign investment. Indeed, the increase in spending by public 

institutions and enterprises by 1% would reduce FDI inflows to 

Morocco by 10.41 in the short term (1980-2014) and reduce the 

share of national savings. As a result, the decline in the pace of 

domestic investment, especially the drop in private investment, of 

1% would lead to a fall in FDI inflows to Morocco of 18.89 in 

the long term (2015-2024).  

The low growth rate of the investment rate is mainly due to the 

low contribution of private investment to GFCF. This limited 

private sector dynamism in Morocco can be apprehended through 

increased public investment, the heavy weight of the informal 

sector in the Moroccan economic fabric, the predominance of 

small and medium-sized enterprises (SMEs) in the Moroccan 

economy and their inability to rise to higher levels, and less sec-

toral diversification in investment. 

The significant tax pressure (at the 5% threshold) and a positive 

sign, this can be explained by the increase in the tax rate in Mo-

rocco and the decline in private sector development. At the end of 

this analysis, the tax burden is one of the major constraints in 

attracting foreign investment to Morocco. Indeed, the increase in 

the tax burden of 1% would lead to a fall in flows entering Mo-

rocco of 12.22 in the short term (1980-2014). And since tax reve-

nues constitute the largest share of revenue of the Moroccan 

Government, records on average 88% during the same period.  

Similarly, the results of VECM's long-term estimate show that 

FDI determinants namely, domestic credit and market size, nega-

tively affect FDI inflows in Morocco. This can be explained by: 

Morocco's expansionary fiscal policy is mainly based on rapid 

credit growth. The latter has facilitated the financing of housing 

through the new policy of the State to finance housing, the rise in 

imports due mainly to the growth of consumer credit. Similarly, 

the increase in the demand for corporate financing not for in-

vestment or reinvestment but to finance cash, equipment and bad 

debts.  

The significant market size (at the 5% threshold) is a negative 

sign. Indeed, the decline in GDP per capita of 1% would lead to a 

fall in flows entering Morocco of 7.35 in the long term. As a re-

sult, the reduction in economic efficiency and productivity of the 

country, is mainly due to the growth of investment in infrastruc-

ture, may hinder the economic activity of domestic enterprises. In 

short, this analysis shows that the rise in public investment and 

the resulting deficits can lead to crowding out of private invest-

ment (especially FDI) and the current account deficit. 

CONCLUSION 

The empirical study that we have just conducted allowed us to 

demystify the problematic, around which our research is built, the 

determination of the factors of attractiveness of FDI in Morocco 

and its contributions to the dynamism of Moroccan economy. 

This leads us to deduce that the commercial opening positively 

affects the influx of FDI in Morocco. Despite this, the slowdown 

in economic growth during the period 2014-2016. But as of 2017, 

the impact of commercial openness becomes substantial in the 

long run. On the other hand, the growth of public investments in 

Public Establishments and Enterprises (EEP), leads to the in-

crease of the tax pressure, since the tax revenues constitute the 

largest part of the revenues of the Moroccan Government, which 

will provoke a decrease of the national productivity and econom-

ic efficiency (the size of the market) which will induce the reduc-

tion of FDI. 

Similarly, this increase in public investment (EEP) will lead to an 

increase in bank loans to EEPs and deficits that may result in a 

crowding out effect of private investment (notably FDI). This can 
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lead to an imbalance in the current account (current account defi-

cit) and distort prices between tradable goods (exports and im-

ports) and non-tradables (agriculture, construction, services) and 

thus lead to a loss of competitiveness (appreciation of the real 

internal exchange rate), hence a decline in FDI. 

In this context, the "Upgrading" of the Moroccan productive fab-

ric is a prerequisite for FDI attraction policies. The creation of an 

initiative capacity on the part of local manufacturers, is a factor 

of attractiveness much more powerful than tax and territorial as-

sistance characteristic of the free zones. More generally, it is 

counterproductive to create more favorable conditions for foreign 

capital than for local capital. 

To make the investment climate more attractive, a range of do-

mestic policies can be implemented. In particular, the reform of 

the judiciary and the establishment of a predictable and transpar-

ent regulatory framework. It is therefore interesting to study, 

through future research, the determinants of FDI in Morocco tak-

ing into account other factors of attractiveness (including busi-

ness climate, human capital, TCRI, etc.). 
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