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No one can deny the democratic progress of our country. This is
illustrated by the new Constitution adopted in 2011, by the freedoms
and human rights system in force in the country and by the launching
of the advanced regionalization project. However, the tangible impact
of these and other reforms hinges on their actual implementation as
much as on the elites that will give them concrete substance
His Majesty King Mohammed VI
Royal address delivered by His Majesty on the occasion of Throne Day. Wednesday July
30, 2014
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Summary

I

nstitutional governance is one of the key elements in economic development. Several theoretical and empirical
analyses clearly highlighted that the quality of institutional governance is one of the key levers that foster
inclusive and sustainable economic growth. This is corroborated by some relevant international experiences in
the field.
The current study is part of this perspective. It relies on econometric models, integrating a sample of 94 countries,
including Morocco, to highlight the relationship between institutional quality and economic performance. The
countries in the sample were divided into three groups, according to their level of income (high, intermediate,
low). The goal here was to detect the differential effect of governance on their respective economic performance,
while identifying related transmission mechanisms.
The analyses carried out in this study have thus clearly shown that building strong institutions and anchoring the
principles of good governance are key parameters for sustainably boosting a country’s economic development
process. Beyond the resulting net economic gain, raising the quality of institutional governance gives rise to much
greater second-round effects through contributing to re-weaving the social bond and reinforcing confidence in
its double dimension: interpersonal and institutional. These two factors rightly constitute essential levers to
reinforce the bases of a harmonious living together.
In the context of Morocco, the multidimensional reforms led by the Kingdom during the last two decades, driven
by the constitutional reform of 2011, have allowed it to bring significant developments in this field, making it a
model for its region. These encouraging developments, however, should have regard for a number of important
challenges for Morocco to mobilize the full potential of its institutional development. Strong actions should be
implemented, particularly with regard to generalizing the upgrading of public administration, close coordination
between stakeholders, improving the transparency of information on the quality of goods and services, as well
as promoting innovation and enhancing the security of transactions and contracts.
Moreover, these challenges have been highlighted in reports prepared by some international and national
institutions (World Bank, the Organization for Economic Co-operation and Development, the Economic, Social
and Environmental Council, etc.) Addressing these challenges would be valuable to broaden the prospects of
Morocco in terms of its development and allow it to gain a favourable position among the community of nations.

DEPF Studies

At least, five priority levers should be activated to bring about a positive inflection of Morocco's institutional
development and optimize its economic and social performance:

• Completion of building the institutional capital and its growth with a particular attention to the economic
regulatory organisations and those involved in social intermediation.

• Acceleration of the process of human capital accumulation, through the use of a new generation of reforms to
the different components of the education-training ecosystem and as a basis the enhancement of employability,
compliance with the principles of gender equity and improving the quality of health.

• Strengthening the coherence of public programs and their systematic indexing to monitoring and evaluation
mechanisms to ensure the achievement of the expected objectives.

• Promoting the territorialization of public policies to enable regions to better plan their development, highlight
their intrinsic assets and ultimately contribute to boost national wealth and diversify its driving forces.

• Anchoring the national productive system on a renewed competitive modernization strategy, while working for
the creation of a favourable innovation ecosystem and correlated with the priorities of the national development
strategy.
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Introduction

I

nstitutions’ leading role in economic development is today a commonly accepted reality. Several theoretical and
empirical analyses illustrated clearly that the quality of institutional governance, the key component of nations’
intangible assets, is one of the important levers that promote sustainable and inclusive economic growth.
Indeed, many studies support the idea that diverging patterns of growth rates and development dynamics of
economies can be attributed, in large part, to the quality of established institutions. Thus, the initiation of a
rapid process of economic catch-up requires the establishment of an institutional framework that takes into
consideration the rules of the game of a society and the standards of conduct, implicit and explicit, in order
to gain the capacity to encourage desirable economic behaviour (RODRIK, SUBRAMANIAN and TREBBI ;
2002). According to this work, a similar allocation in terms of geography, trade openness and natural resource
endowment does not necessarily lead to a comparable level of income. The discrepancies observed were
explained by institutional differences.
This is corroborated by some relevant international experiences in the field. Some countries, whose per capita
income level was low in the 1960s, were able to embark on an accelerated process of economic catch-up which
allowed the gradual convergence of their standard of living to the standards of high-income countries, thanks
precisely to building modern and successful institutions.
Morocco, a country that has launched a deliberate reform drive, has put the issue of strengthening institutional
governance at the heart of its development project. The constitutional reform of 2011 designates the irreversible
choices of the country in terms of building democratic and efficient institutions, able to ensure the fulfilment of
the Kingdom’s social project. In this regard, His Majesty King Mohammed VI pointed out in his Speech delivered
on Wednesday July 30 2014, on the occasion of the throne day: « Personally, I don't think anyone can deny that
democratic achievements have been made. This is illustrated by the new Constitution adopted in 2011, by the
freedoms and human rights system in force in the country and by the launching of the advanced regionalization
project. However, the tangible impact of these and other reforms hinges on their actual implementation as much
as on the elites that will give them concrete substance. ».
While Morocco's efforts in a broad range of areas are commendable and deserve our greatest respect, however
it remains true that the progress made remains below the aspirations and potential of the country. Therefore, a
strong impetus should be given to the action of the institutional stakeholders, mainly the public administration,
with the aim of substantially enhancing the quality of their functioning and ultimately making them a real catalyst
for the overall convergence process in which Morocco is inscribed.
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The alarming fact exposed in the 2017 Throne Day Speech reflects the need to act vigorously to provide
substantive answers to this thorny issue: « … human and local development programs, which directly affect
citizens’ living conditions, do us no credit, and remain below our ambitions. In many sectors, this is mostly due
to the inadequacy of joint action, the lack of a national, strategic dimension, inconsistency instead of harmony,
disparagement and procrastination instead of entrepreneurship and concrete action....One of the problems
which impede Morocco’s progress is the weakness of the civil service, be it in terms of governance, efficiency or
the quality of the services provided to citizens », Excerpt from the Speech of His Majesty King Mohammed VI on
the occasion of the Throne Day of July 29, 2017.
To determine the contours of this structural problem, the DEPF considered it appropriate to conduct a study
aimed at examining in depth the question of the quality of institutions and its impact on economic development.
This work comes at a time when Morocco has begun a process of reflection about the future of its development
model. The governance of institutions is rightly one of the key aspects to rehabilitate this model and bring it into
line with Morocco's aspirations.
The study consists of three parts:

• The first part aims to highlight the impact of governance on economic development through a panel
econometric estimation covering a sample of 94 countries, broken down by income range, over the period 20022016.

• The second part presents, through a discriminant function analysis, the institutional variables that
characterize the different groups of countries according to their level of development. It also prepares empirical
analyses (Principal Component Analysis) carried out on the basis of the 2009, 2012 and 2016 “Institutional
Profiles Databases” (IPD), allowing, on the one hand, to study the dynamics of public and private institutional
characteristics, and on the other hand, she light on the most relevant institutional indicators (IPD 2016
disaggregated) based on good governance.

• The third part of the study is devoted to the analysis of Morocco's institutional profile and its positioning
in relation to the selected sample. This part is intended to draw some ideas for recommendations that would
propel institutional governance in the Moroccan context, building on successful foreign experiences and taking
into account the conclusions drawn from certain analytical work carried out on the same subject matter (IMF1,
World Bank2, etc.).

_____________

1
Pa r t i c u l a rl y th ose of D. RODRIK, A. SUBRAM ANI AN ( 2002) et al an d J.D. SAC HS ( 2003)..
2

T h e stu dy of D. DO LL AR. A. KRAAY ( 2003) .
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1. EMPIRICAL ASSESSMENT OF THE RELATIONSHIP BETWEEN GOVERNANCE AND
ECONOMIC DEVELOPMENT
The objective of this section is to highlight the relationship between governance and development, through
the understanding of the gap between income levels that exists between countries with similar economic and
geographic strengths but whose institutional dynamics are divergent.
In this respect, econometric models incorporating a sample of 94 countries were used. The countries in the
sample were grouped into three levels of income (high, intermediate and low) in order to detect the differential
impact that governance might have on different groups of countries and the related transmission mechanisms.
These models are based on an econometric approach of a dynamic panel from 2002 to 2016. Estimates are
made using the ordinary least squares (OLS) approach, the specific effects model or the generalized moments
method (GMM) where there is a causality between governance and improvement of the level of development.
The latter method allows i) to analyse the dynamic behaviour of variables and the heterogeneity of countries, ii)
to eliminate country-specific impacts and to harmonize the explanatory variables by their values, in level, delayed
by one period or more and iii) to solve problems of simultaneity bias, reverse causality and omitted variables.

Box 1: Governance: notion and measurement indicators
• According to the World Bank: "Governance is the art of managing public affairs for individual and
collective well-being as well as for the sustainable development of national communities». The OECD
defines governance as “the use of political authority and the exercise of control over the management
of a society's resources for economic and social development”. International lending institutions use the
notion of governance to refer to the institutions, practices and policy standards needed for the growth
and economic development of borrowing countries. According to UNDP, governance is the presence of
administrative authority (implementation of policies), political authority (policy formulation) and economic
authority (economic decision-making).
• Governance measurement indicators used in this study are extracted from the following databases:
• World Governance Indicators (WGI) database developed by the World Bank and consisting of six aggregated
indicators: political stability and absence of violence, control of corruption, voice and accountability, rule of
law, regulatory quality and government effectiveness
• Institutional Profiles Database (IPD), which provides a measure of the institutional characteristics
of countries through composite indicators from perception surveys. These indicators are categorised
according to the institutional function (9 functions) and sector (4 sectors). The latest version of the
IPD database, completed in 2016, covers 144 countries and 320 elementary variables of institutional
characteristics, which have been aggregated to obtain 127 indicators (3 digits).
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1.1. CHOICE OF VARIABLES
To highlight the link between governance and economic development, a series of econometric regressions as
panel3 data were conducted. GDP per capita in purchasing power parity (PPP) is assumed as dependent variable
and governance4 as an independent variable in addition to other economic variables (called control variables).
The sample surveyed consists of 94 countries including 13 countries from East Asia and the Pacific, 26 countries
from Europe and Central Asia, 17 countries from Latin America and the Caribbean, 9 Middle East and North
African countries, 2 North American countries, 3 South Asian countries and 24 Sub-Saharan African countries.
Governance variables are extracted from the World Bank database (WGI). However, the range of dimensions
does not make it possible to apprehend the interactions between these said indicators and makes the temporal
comparisons and the benchmarks difficult. As part of this work, governance was approached by a synthetic
indicator (ICG)5 obtained through a Principal Component Analysis (PCA) based on the WGI indicators. This is the
score of the first factorial axis that restores nearly 87% of the total information.
Control variables introduced in the equations relate to investment rate, accumulation of physical capital,
government expenditures, fiscal balance, openness rate, foreign direct investment relative to GDP, population
growth, and altitude (distance from the equator). These various control variables have been extracted from the
IMF and UNCTAD database.

1.2. CONFIRMED CAUSE-EFFECT LINK BETWEEN ECONOMIC DEVELOPMENT AND
GOVERNANCE
Granger test confirms the presence6 of a simultaneous causality between the two variables relating to economic
development and governance, and this applies for the global sample (94 countries). Indeed, the probability
corresponding to the non-causality test between GDP per capita, in logarithm, and governance composite
indicator and vice versa, is lower than the significant threshold of 5%. This leads to rejecting the null hypothesis,
the absence of Granger causality, and favour the alternative hypothesis of an existing two-way cause-effect
relationship between both examined variables.
Thus, good governance leads to good economic performances. Likewise, a reliable economic environment
creates the right conditions to provide good governance. The results obtained are also a prerequisite to estimate
the econometric equations and validate the chosen method.

_____________
3

T h i s test i s a b l e to a ccount f or t he het erogeneit y, in ot her words, t h e vari abi l i t y s pe c i f i c to e ac h c ou n t r y.

4

S e e th e d eta i l ed g overn ance measurement indicator s in Appendix 1.

5

S e e Ap p en di x 2 for th e ranking of count r ies in t he sample accordi n g to t h e c om pos i t e g ove rn an c e i n di c ator.

6

R e j e cti on of th e n u l l h y p ot hesis. H0: absence of Granger causality
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Table 1: Results of Granger causality test7
Null hypothesis

Z-Bar Tilde

P-Value

Governance does not cause economic development

2.65

0.008

Economic development does not cause governance

9.08

0.000

1.3. A SIGNIFICANT IMPACT OF GOVERNANCE ON ECONOMIC DEVELOPMENT
The results of the various econometric estimates have highlighted a positive and significant empirical link
between governance and economic development for all three groups of countries. Thus, for all the countries
in the selected sample and after correction of endogenous selection bias using the generalized method of
moments (GMM), the results obtained confirm that governance is a key determinant of economic performance.
As such, an improvement in governance of 1% is accompanied by a rise of income per capita of 1,13point. These
results are in line with those obtained from D. Kaufmann, A. Kraay and M. Mastruzzy’s work.
It is important to note, however, that the impact of governance on economic development varies according to the
level of income of countries. This impact is slightly limited for low-income countries (0,12) compared to middle
and high-income countries (0,18)8.
These results confirm the crucial role of governance in improving the level of development of countries. As a
result, the differences in economic performance at the global level are attributable not only to the quantitative
accumulation of production factors but also to the quality of governance and the institutions that govern the use
of production factors and regulate market operation. This leads us to question, in the following section, the public
or private institutional dimensions that differentiate countries according to their level of development.

2. GOVERNANCE FACTORS REQUIRED FOR A SUSTAINABLE ECONOMIC
DEVELOPMENT
The purpose of this section is to identify, through a Discriminant Factorial Analysis (DFA) applied to the
"Institutional Profile Database" IPD 2016, the institutional variables that constitute key levers to favour sustained
and inclusive economic development.

__ _ _ _ _ _ _ _ _ _ _ _
7
8

R e s ul ts of th i s test y i el ded dif fered result s f or count r ies by incom e c at e g or y.
S e e th e econ ometri c estimat es in Appendix 3.
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2.1. DISCRIMINANT ANALYSIS OF GOVERNANCE FACTORS BY LEVEL OF DEVELOPMENT
Two discriminant functions have been identified (Graph 1). Statistical tests relating to discriminant factor
analysis illustrate the relevance of the results obtained9.
The identification of the variables that define the two discriminant functions is based on the analysis of the
structure matrix, which displays the correlation coefficients between the introduced institutional variables and
these discriminant functions. Thus, the first function is strongly correlated with indicators relating to the territorial
coverage of public services and the level of corruption as well as the significance of the informal work, the
standardization of information on the quality of goods and services and the efficiency of the tax administration.
As for the second function, it is correlated with the "national feeling” indicator.
Table 2: Structure matrix 10
Institutional variables

Functions
1

2

A905 : Territorial coverage of public services

0,70*

0,20

A302 : Level of corruption

0,68*

-0,26

D402 : Significance of informal work

0,56*

-0,41

B601 : Standardization of information on the quality of goods and services

0,51*

0,43

A303 : Tax administration efficiency

0,33*

0,02

A900v : National feeling

0.13

0,63*

* Greater total correlation between each variable and the discriminant function.

The IPD database assigns a high score to the variable "territorial coverage of public services” where countries
whose territory is fully covered by public services, including public schools, basic healthcare services, drinking
water and sanitation networks, electricity grid, transport infrastructure and care and maintenance of solid waste
disposal.
The "Level of corruption" reflects the level of "petty" corruption between citizens and administrations and the
level of "political corruption" (vote buying, illegal campaign financing, bribes ...) as well as the level of corruption
between public authorities and local businesses and the level of corruption between public authorities and
foreign businesses.

__ _ _ _ _ _ _ _ _ _ _ _
9

I n f a ct, th e sta ti sti cs of t he Box t est shows a high level and t he probabi l i t y rel at e d to t h e Fi s h e r t e s t t e n ds tow ards 0. I n addi t i on , t h e l ow val ue o f
W i l k s ' l a mb da a n d i ts si g n if icance t hat t ends towards 0 ref lect t he re l evan c e of t h e m ode l .

10

C o mb i n ed i n tra g rou p cor relat ions bet ween discr iminant var iable s an d s t an dardi ze d c an on i c al f u n c t i on vari abl es are orde re d by t h e abs ol u t e s i ze o f
t h e c o rrel a ti on s wi th i n th e f unct ion.
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The indicator "Significance of informal work" assigns a high score to countries making efforts to eradicate
informal work in urban and rural areas.
The variable "Standardization of information on the quality of goods and services" provides information on the
implementation of a system of national or international norms and standards (ISO, Codex ...).
The indicator "Tax administration efficiency" measures the degree of efficiency of the tax administration in the
collection of corporate tax (IS) in non-exempt economic sectors; household income tax (IR) with formal income
(excluding measures exempting low-income households) and this, throughout the territory (except for a legal
framework exempting parts of the territory for specific reasons). This variable also includes the ability of the
administration to limit fraud and tax evasion.
The indicator "national feeling" reflects the degree of the citizens’ commitment to their country and indirectly the
level of confidence they have as to its prospects.
The projection of countries with respect to discriminant functions is presented as follows:

Chart 1: Projection of countries on a plan juxtaposing the scores of the two discriminant functions

Source : IPD 2016

• This chart shows that the first group of high-income countries (G1) displays a high score for the good
governance indicators that constitute the two discriminating functions. This group is composed mainly of the
countries of the European Union, the United States of America, Australia, Canada, Singapore, Japan, South Korea,
Chile. This group also includes some Gulf countries, namely Kuwait and Oman.

• The second group (G2) consists of middle-income countries such as MENA countries (including Morocco and
Tunisia), some European countries (Romania, Hungary, Turkey, Bulgaria, Russia, etc.). Latin American countries
(Mexico, Brazil, Argentina, Venezuela, Ecuador ...) and Asian countries (China, Philippines, Pakistan, Kazakhstan
...). This group is rather marked by an intermediate level for the two discriminant functions. It should be noted,
however, that some countries in this group, including China, Indonesia, Brazil and South Africa, have high scores
on the second discriminant function, with a strong sense of national belonging.

• The third group (G3) is made up of low-income countries, particularly the countries of sub-Saharan Africa such
as the Central African Republic, Mali, Chad and Benin. It is characterized by low scores on the variables that
characterize the two discriminant functions.
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2.2. COMPARATIVE DYNAMIC ANALYSIS OF PUBLIC AND PRIVATE INSTITUTIONAL CHARACTERISTICS
This section analyses the dynamics of the relationship between the characteristics of public and private
governance institutions, from the 2009, 2012 and 2016 versions of the IPD database.
Principal Component Analysis (PCA) was selected for data mining. It summarizes information on the countries
in the sample according to two main factorial axes reflecting the most significant institutional, public and private
characteristics. Thus, for each of the three years analysed, two PCAs were carried out: one relating to public
governance indicators and the other applied to private governance indicators, in order to analyse the intersection
between the first predominant factorial axes obtained from data processed.
In order to test the relationship between the indicators of public governance and those of private governance, a
projection of the sample was made on a plan that juxtaposes, on the x-axis, the first factorial axis of the public
governance indicators with, on the y-axis, the first factorial axis of private governance indicators11 (charts 2a, 2b,
2c). Overall, the results show a strong and positive relationship between public governance institutions and those
of private governance12 .
Thus, towards the top of the regression line (see Chart 2a), countries of group (G1) which constitute a benchmark
for good governance and advanced economic development are concentrated, notably Canada (CAN), the United
States (USA) and the CEECs, associating high levels of micro-governance (private) and macro-governance
(public). These two aspects of governance are determined by the good functioning of public administrations,
the State’s capacity of decision and coordination and the security of transactions as well as public contracts, the
market for goods and services, and cohesion and social mobility in labour market.
In the centre of the same chart, two groups of countries stand out: The upper middle group (G2) of countries
that have successfully strengthened their public and private governance systems and are in transition to the
reference group (G1). These are, mainly, certain European countries (Greece and Cyprus) an others from Asia
(Singapore, South Korea and India), MERCOSUR (Brazil, Colombia and Argentina) and Sub-Saharan Africa (South
Africa and Ghana).
The lower middle-ranking group (G3) is made up of countries committed to an economic and institutional
catch-up process, notably a few countries in Europe (Romania and Russia), Latin America (Mexico, Cuba), Asia
(Indonesia, Thailand, Pakistan, and Vietnam), the MENA region (Morocco, Tunisia, Egypt, Kuwait and Oman ...)
and Sub-Saharan Africa (Benin, Burkina Faso, Botswana, Kenya, Senegal, Tanzania ...). The MENA and Asian
regions are a breeding ground for countries in transition that have already implemented several reforms, stimulus
packages and correction action plans to improve their economic and institutional environment.
Towards the bottom of the regression line stands group (G4) of countries with low levels of public and private
governance, some of which are part of the MENA region (Algeria, Sudan, Mauritania ...), Asia ( Bangladesh,
Uzbekistan) as well as Sub-Saharan Africa (Angola, Congo, Cameroon, Central African Republic ...). Weaknesses
displayed by this group of countries in terms of governance could be explained by the weak action of the various
stakeholders (public administration, executive, legislative and judicial power, civil society, ...).
It should be pointed out that between 2009 and 2012, many countries achieved an improvement in their levels
of public governance, determined by the same indicators as in 2009, such as Singapore and Japan which were
propelled from group G2 to reference group G1.

_____________
11
12

O u tp u ts on th e rel eva n c e of t he met hod used in Annex 4.
I n d eed , coeffi ci en ts of cor relat ion R2 of regression lines are 0.8 8 i n 2009, 0.77 i n 2012 an d 0.82 i n 2016
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In the same vein, the levels of governance in some countries have been improved in 2016 compared to 2012
(Chart 2C). It is the case of South Korea which returned to the first group, Kuwait, Ghana and Senegal joining
the upper intermediate level of governance (G2) instead of group (G3). In addition, the 2016 IPD data analysis
revealed a decline in the position of many of the countries in the sample. Thus, the countries with decreased
levels of public and private governance are European countries such as Cyprus, Greece, Poland and Denmark,
Asian countries such as Hong Kong and India as well as MENA countries such as Tunisia, Egypt, Sudan and
Mauritania, Latin American countries such as Venezuela, Chile and Uruguay and countries in Sub-Saharan
Africa as Niger, Chad and Ethiopia.
Regarding Morocco, its position has significantly increased in 2012 compared to 2009, approaching the G2
countries particularly in terms of public governance indicators reflecting the improvement in the public
administrations functioning (Indicator A3), coordination of stakeholders, strategic vision, innovation (Indicator
A5), and security of transactions and contracts (Indicator A6).
Despite a slight decline13 in 2016 compared to 2012, Morocco's position, especially in terms of public governance,
is still favourable compared to countries in its region as well as other countries such as Turkey, China, Greece
and Mexico. In addition, Morocco’s projection of the two governance factors (see Chart 2c) reflects its efforts to
further formalize the rules and strengthen both public and private good governance.

Chart 2: Positioning of countries according to public and private governance indicators
Chart 2a: IPD 2009

_____________
13

T h i s sl i g h t ch a n g e i n M orocco's posit ion in 2016 may also be du e to t h e c h an g e i n vari abl e s t h at m ake u p pu bl i c an d pri vat e g ove rn an c e i n di c ato r s .
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Chart 2b :IPD 2012

Chart 2c :IPD 2016

Source : IPD 2009, 2012 and 2016

The following section presents empirical insights through detailed data mining (3 digits) of the 2016 IPD database
in order to identify the most relevant public and private governance institutions that characterize the different
country profiles.
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2.3.

IN-DEPTH ANALYSIS OF GOVERNANCE INDICATORS (IPD 2016)

In this section, the analysis will focus on 117 3-digit indicators. Standardized data mining was performed using
Principal Component Analysis (PCA). Statistical tests relating to PCA show the relevance of the results obtained
(see Appendix 4)14.
Chart 3: Projection of countries according to the first two factors of the principal component analysis (PCA)
formed by the 2016 (IPD) indicators

Source : IPD 2016

In order to form the factorial design on which all countries are projected, two main factor axes were retained,
capturing 57% of the information contained in the entire database (see Chart 3).
The horizontal axis obtained accounts for 49% of the total variance. It is determined by institutional variables
related to the formalization of the rules (public administrations functioning as well as social cohesion and
mobility, security of transactions and contracts)15:

• The countries on the right side of the axis are the ones where the enforcement and respect of formal rules,
particularly the efficient functioning of public administration and justice, social cohesion and mobility as well
as security of transactions and contracts ensure an effective functioning of the institutions. These include, in
particular, developed and high-income countries, including Switzerland (SWE), Norway (NOR), the Netherlands
(NLD), Germany (DEU), the United Kingdom (GBR), Australia (AUS) and Canada (CAN).

• On the left side of the axis are countries where the above-mentioned functions are marked by low compliance
with regulations, compared to other countries in the sample, and where the level of corruption, barriers to social
advancement, informal work and child labour are significant. These are mainly countries in Sub-Saharan Africa,
such as Chad (TCD), Sudan (SDN), Central African Republic (CAF), Madagascar (MDG), some MENA countries
such as Egypt (EGY) and Algeria (DZA) as well as those of Latin America, especially Haiti (HTI).

_____________
14
15

I t sh ou l d b e n oted th a t t he KMO index of t his analysis ( ≈0.86) in di c at e s t h e e x i s t e n c e of a s t at i s t i c al l y ac c e pt abl e f ac tori al s ol u t i on .
S e e th e d eta i l s of th e var iables in Appendix 4.
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As for the vertical axis, which captures 9% of the total information, it is determined by the institutional variables
related to the degree of government interventionism and freedom of functioning of markets16.
• Towards the top of the axis, the countries guarantee the freedom of creation and functioning of the
organizations with respect to political powers, financial openness17 and the freedom of functioning of markets18
in which the State’s presence is relatively weak. These countries are, mainly, Romania (ROU), Chad (TCD), Central
African Republic (CAF), Haiti (HTI), Senegal (SEN), Madagascar (MDG), Benin (BEN), Chile (CHL), Cambodia
(KHM), Paraguay (PRY).

• The countries at the bottom of this axis are characterized by the importance of the State’s action in the
political and social economic regulations. They are notably, China (CHN), Turkey (TUR), Russia (RUS), Oman
(OMN) etc. However, these economies are distinguished by strong public support for innovation and public and
private R&Das well as the efficiency of mechanisms for transfer of technology and skills of foreign stakeholders
to the benefit of national stakeholders.
The countries at the centre of Chart 3 are characterized by an intermediate institutional level. This group of
countries includes Morocco, which is positioned in terms of good governance (horizontal axis) better than some
MENA countries (Tunisia, Egypt, Algeria). It is also almost at the same level as Turkey and China. It is preceded
by India, Indonesia, Thailand, Brazil, Chile and by some countries of Sub-Saharan Africa (Kenya, Ghana, Senegal
...). On the vertical axis, the position of the Kingdom tends towards that of countries assuring more and more free
functioning of markets and creation of new bodies where State interventionism is relatively weaker. However,
Morocco is better positioned than Brazil, Turkey and China and some MENA countries (Tunisia, Algeria, Egypt ...)
on this aspect19.

3. MOROCCO’S INSTITUTIONAL PROFILE: POSITION AND LESSONS
Since the 2000s, Morocco has brought substantial economic, social and institutional improvement. This
improvement has resulted in the consolidation of the country's economic growth and improvement in its
population standard of living, as demonstrated by the eradication of extreme poverty and the significant decline in
relative poverty. Simultaneously with the considerable development of public infrastructures, Morocco’s reforms
improved people's access to basic public services widened the areas of individual freedom and consolidated
rights in its three generations.
Thanks to these advances, Morocco achieved a growth rate of 3% in GDP per capita in PPS on average between
2000 and 2016, higher than the world average (2,4%) and that of the MENA region (2%), compared with 0,9% for
Spain, 0,7% for France, -0,1% for Italy and 0,4% for Portugal.
At the same time, Morocco has made significant progress in human development by eradicating poverty on
less than a dollar per day and per person in 2014. Similarly, the country has managed to reduce the poverty rate
from 15,3% in 2001 to 4,8% in 2014 and the vulnerability rate from 38,1% in 2001 to 12,5% in 2014, while the
country's human development index rose from 0,530 in 2000 to 0,647 in 2015. In addition, unemployment rate
was reduced to 10,2% in 2017 against more than 13% in 2000.
However, Morocco’s growth rate of GDP per capita remains lower than that reached by some high-potential
emerging countries such as Indonesia (3,9%), Turkey (3,5%), China (8,8%), South Korea (3,6%) and Thailand
(3,4%). As a reminder, these countries displayed in the 1960s a level of GDP per capita almost similar to that of
Morocco.

_____________
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S e e th e d eta i l s of th e var iables in Appendix 4.
Pa r t i ci p a ti on of forei g n capit al in pr ivat e companies ( out side t he f i n an c i al s e c tor) an d i n ve s t m e n t i n pu bl i c s e r vi c e s .
A s ma l l sh a re i n g overn m ent -owned banks mar ket charact er izes t h e s e e c on om i e s i n t h e ban k i n g bu s i n es s .

I t s hou l d b e n oted th a t according to RODRIK, t he most successf u l e c on om i e s w e re n ot t h os e w i t h t h e l eas t s t at e i n t e r ve n t i on . Ch i n a an d I n di a, w o o f
t h e most p rosp erou s emerging count r ies, have st rong st at e involvem e n t . Cer t ai n l y, e x t re m e f orm s of c e n t ral pl an n i n g i n t e r ve n t i on s t i f l e pri vat e ac t i v ity
a n d t h e reby i n h i b i t g rowth . However, a decline in st at e int er vent ion doe s n ot n e c e s s ari l y e n c ou rag e g row t h f or c ou n t ri e s t h at c om bi n ed c e n t ral pl an n in g
m o d e l a n d l a i ssez - fa i re a ttit ude, which in t his case t he major it y of c ou n t ri e s .
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3.1. MOROCCO’S INSTITUTIONAL PROFILE
The dynamic analysis of 2009, 2012 and 2016 IPD database, at section 2.2, shows that Morocco has a long road
ahead, compared to the countries in the sample, whether in terms of public or private governance. However, its
very close position to regression lines (Charts 2a, 2b and 2c) reflects the efforts made to strengthen both public
and private governance. Its ranking, especially in terms of public governance, remained favourable between 2009
and 2016 compared to regional countries as well as other countries such as Turkey, China, Greece, and Mexico.
This analysis revealed a change in Morocco's position in 2016 compared to 2009, whether in terms of public or
private governance. This change reflects both the improved country's rating for certain institutional indicators
and the decline in others.
Overall, Morocco has improved its position in terms of public governance indicators relating to the State's
decision-making capacity, coordination in the public sphere, consultation of stakeholders (A5) and the functioning
of public administrations (A3), especially the variables of the significance of tax exemptions granted to the
economic sectors, the improvement of the transparency of the economic policy and the weak influence of big
national economic stakeholders (pressure groups, lobbies,...) foreign economic stakeholder in the development
of public policies.
Regarding private governance, the country has improved its positioning mainly in relation with the security of
transactions and contracts in the market for goods and services (B6), the regulation of competition and corporate
governance (B7) as well as the segmentation of labour market, social mobility (D9) and compliance with labour
law (D6).
Instead, Morocco has significant deficiencies to be addressed, according to the IPD database, mainly in public
governance indicators related to the security of property rights and contracts (A6) and public rights and freedoms
(A1). For private governance, the country’s rating declined, especially in terms of the functioning of labour market
(Rigidity and discrimination at labour market (D400, D901), ... etc.), foreign financial and trade relations (B8),
financial market regulation and social dialogue (C7).
In addition, an in-depth analysis of governance indicators of 2016 revealed the most relevant institutional
variables that characterize the different countries in the sample. The positioning of Morocco on PCA horizontal
axis (Chart 3) shows the efforts to be undertaken by the country to ensure better formalization of the rules and
thus strengthening the mechanisms of good governance (functioning of public administrations, cohesion and
social mobility and security of transactions and contracts). Indeed, along this axis the country is highly ranked
compared to countries in the MENA region (Tunisia, Egypt, Algeria, Mauritania), and almost at the same level as
Turkey and China. It is outstripped by India, Indonesia, Thailand, Brazil, Chile, some SSA countries (Kenya, Ghana,
Senegal ...) and developed countries from North America, OECD and the European Union.
On the vertical axis, (Chart 3), Morocco is characterized by an intermediate institutional level deploying more and
more efforts to join the group of countries ensuring market freedoms and creation of new bodies where State
intervention is becoming weaker. However, Morocco is better positioned than Brazil, Turkey and China and some
MENA countries (Tunisia, Algeria, Egypt ...) In addition, the kingdom must exert more efforts to consolidate public
support for innovation, public and private R&D as well as improving the efficiency of mechanisms for transfer of
technology and skills.
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Similarly, Morocco's position among countries with an intermediate level in the two discriminating functions
(Chart 1) reflects the considerable efforts made to improve the quality of its institutions. Nevertheless, such a
position raises the remaining challenges to boost the country's economic catch-up and accelerate the pace of
its convergence towards high-performing countries. These challenges concern the formalization of the labour
market, the fight against corruption, the strengthening of the coverage of the territory by public services, the
increased standardization of information on quality of goods and services and the consolidation of the efficiency
of tax administration in collecting taxes and its ability to limit tax evasion.

3.2. REFORMS IN FAVOR OF IMPROVING INSTITUTIONAL QUALITY IN MOROCCO
In recent years, Morocco has steadfastly pursued its reform momentum in order to strengthen the resilience
of its economic growth regime and the sustainability of its development model. In addition to preserving its
macroeconomic fundamentals, priority is given to human development and the strengthening of its institutions.
In this wake, the Constitution of 2011, which laid the foundations and principles of good governance, represents
a major step forward in building the rule of law in Morocco. It is described as a true charter of the fundamental
rights and freedoms of citizenship, rooted in the universal reference of human rights. As the cornerstone of the
rule of law, citizens were granted several prerogatives to participate in decision-making and in the management
of public affairs.
This continues to the territorial reform of 2015 and executive orders to implement organic laws on local authorities
adopted in 2016 come to contribute to increase the financial resources and extend the local authorities”
competence in the development and management of local affairs.
At the same time, a number of reforms were launched and accelerated. These reforms focus on strengthening
transparency and public financial management, through the adoption in 2015 of the new Law on the Finance
Act. This law aims to lay the required foundations to achieve a more readable budget, ensure a more rigorous
monitoring of the implementation of sectoral policies, better understand the results to be achieved, identify
precisely the responsibilities of stakeholders and establish the mechanisms of a management approach for the
development and well-being of the population.
In the same way, our country has made its business climate a pivotal lever to build a strong economy, able to
face the challenges of improving the productivity and competitiveness of its productive system. The various
reforms instituted by public authorities in partnership with the private sector, within the framework of the
National Committee for the Business Environment (NCBE), created in December 2009 and chaired by the Head
of Government, addressed several aspects, legislative, regulatory and institutional aspect, facilitating the practice
of business in Morocco by offering attractive bases for domestic and international investors. Since its creation,
the committee’s initiatives and actions, as part of its intervention strategy, contributed significantly
to increase the attractiveness and competitiveness of Moroccan economy, as demonstrated by the continuous
increase of Morocco’s Ranking in the framework of "Doing Business".
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In addition, the reform of the judicial system is continuing to enable it to fully fulfil its role in enhancing transparency
and entrenching the rule of law. In addition, several projects have been initiated to make public administration
more responsive and efficient and to improve the quality of services provided to citizens and businesses.
In the same vein, the adoption of the National Strategy for the Prevention and Combating of Corruption for the
period 2016-2025 is an important step towards improving the governance of public services.
Morocco has also steered itself towards an affirmed territorialization of its public policies to ensure integrated and
sustainable regional development by adopting advanced regionalization and putting in place the mechanisms
capable of operationalizing it.
The proliferation of reforms undertaken and the clarity of Morocco's internal and external economic policy
choices enabled our country to enjoy great international credibility. The quality of Morocco's sovereign credit as
per rating agencies and increased attractiveness of investments of renowned industrial groups are all factors
that corroborate the progress achieved by Morocco as part of its overall development strategy.
However, the clear progress made by Morocco should not lose sight of some important challenges to be met in
order to secure the country's economic and social development trajectory and enable it to take better advantage
of its integration into the world economy. Upgrading its human and social capital, improving the functioning of
institutions, optimizing public investment and reinforcing the coherence of sectoral strategies would be essential
ingredients that would allow Morocco to fully enter the era of emergence.

3.3. INTERNATIONAL EXPERIENCES IN GOOD GOVERNANCE
3.3.1. SOUTH KOREA: THE BEST PRACTICE IN ECONOMIC AND INSTITUTIONAL DEVELOPMENT
Since 1998, South Korea, part of the "Tiger States", has re-established a huge qualitative leap. As the world's
twelfth largest economy, it has sustained economic growth and large surpluses in its balance of payments. It
constitutes an "inspiring model of development which dates back to the 1960s. The strategic reorientation that
this country adopted from the 1960s allowed it between 1972 and 1979 to put the growth of its economy on an
upward and self-sustaining path. The Korean economy was able to overcome the challenges of the 1980s, the
crisis of the 1990s and remain structurally competitive in the 2000s, thanks to its productivity gains, the power
of its groups (Samsung, LG, Hyundai, SK), its research and development effort and massive investments in
education and higher education.
In the 1960s, the country's real GDP per capita (US $ 944) was comparable to that of Morocco (US $ 815),
Indonesia (US $ 690) and the least developed countries in Africa and Asia. Currently, South Korea has multiplied
its GDP per capita by 27 reaching US $ 25,458 in 2016, approaching the level of the European Union countries
(US $ 35,787 on average), like France (US $ 42,013) ) and Spain (US $ 31,532), Hong Kong (US $ 36,725) and
resource-rich countries including the United Arab Emirates (US $ 40,864) and Kuwait (US $ 35,250) .
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At the institutional level, South Korea succeeded in improving its governance position between 2009 and 2016 by
joining the reference group of high-level governance countries. Indeed, this Asian leader is among the countries
where the smooth running of institutions is ensured through the implementation and respect of formal rules,
regarding in particular the efficient functioning of public administration and justice, and social cohesion and
mobility as well as security of transactions and contracts.
In addition, South Korea is one of the countries with a strong sense of national belonging (such as Chile, China,
Indonesia and Brazil) and ensuring better coverage of the territory by public services, a low level of corruption
and informal work, standardization of information on the quality of goods and services and efficiency of tax
administration (placed at the same level as Japan and preceded by the European Union countries, the United
States, Australia, Canada and Singapore).
Chart 4: Progress of institutional indicators of South Korea, ranked by order of importance, and of Morocco between
2009-2016 (in terms of points)

Examining the scores attributed to South Korea at IPD databases for 2009 and 2016 highlights the significant
increase in the position of South Korea, between these two dates, in the majority of institutional indicators. (Chart
4). These include efforts to ensure:

• Freedom of functioning of financial markets (C4) which consists of reducing the intensity of government
intervention in the banking market and especially in terms of credit policy;

• Fostering institutional or informal microcredit (C9);
• The respect of labour law (D6) in parallel with the efficiency of labour inspection and labour justice20;
• Strengthening public internal security, public order and violence control (A2);
• Consolidation of external relations (C8) by a growing openness of the financial system to the outside world;
• The effective functioning of public administrations (A3) by ensuring the transparency of public procurement
and by strengthening the capacity of authorities to decide and actually implement reforms in the constitutional
fields, civil and political rights and justice;

• State’s decision-making capacity, coordination in the public sphere, consultation of stakeholders (A5),

_____________
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Ensure political decision-making autonomy, public-private dialogue and prioritize development and growth by
political decision-makers and public sector elites (senior civil servants, heads of public corporations);

• Equal treatment by the State, social mobility and institutional solidarity (A9), especially in terms of the
capacity of public authorities to implement a sustainable urbanization policy (housing, infrastructure, planning
and development) and spread institutional over larger population (provided by the State or other public or private
institutions), particularly with regard to sickness, unemployment and disability.

• Chart 4 above shows the improvement between 2009 and 2016 in Morocco's rating and its convergence
towards that of South Korea, particularly in terms of certain institutional characteristics relating to the following
indicators:

• Security of transactions and contracts in the labour market (D6, +1.5 point);
• Importance of microcredit (C9, +1 point);
• Freedom of functioning of capital market (C4, +0,9 point);
• Coordination of Stakeholders, strategic vision and innovation at public institutions and civil society (A5, +0,3
point);

• Security of transactions and contracts ensuring the reliability of accounting information on banks, the
effectiveness of bank guarantee systems and the transparency of information on companies listed on the stock
exchange (C6, +0,3 point);

• Market regulation (financial sector) and social dialogue (C7, +0,1 point).
On the other hand, considerable efforts should be made by Morocco to achieve the performance of South Korea,
especially for the coordination of stakeholders in the financial market (C5), the freedom of operation of the
market of goods and services (B4), security of persons and property (A2), equal treatment by the State, social
mobility and solidarity (A9), the functioning of public administrations and anti-corruption monitoring (A3).

3.3.2. LITHUANIA: STABILITY AND TRANSPARENCY OF THE INSTITUTIONAL ENVIRONMENT
As part of the CEECs, Lithuania is an open economy characterized by a globally stable, transparent and marketfriendly institutional environment. This country joined the World Trade Organization in 2001, became a member
of the European Union in 2004 and the Euro Zone since 2015.
At the economic level, Lithuania achieved strong and accelerated recovery of its economy after the financial crisis
due to the great flexibility of its economy and growth which is one of the strongest of all European countries. The
institutional reforms undertaken by this country have played a decisive role in this regard; Lithuania is ranked 20th
in the World Bank's 2015 Ease of Doing Business Index. Similarly, efforts have been made to consolidate financial
and budgetary frameworks through the adoption of the fiscal covenant and participation in the European system
of financial supervisors21.
At the level of the IPD, Lithuania achieved a considerable increase, between 2009 and 2016, for the majority of
indicators covering the four institutional sectors. It is ranked among the European countries characterized by
strong governance systems ensuring the application and respect of market rules, particularly those relating to
the efficient functioning of public administration and justice, and social cohesion and mobility as well as security
of transactions and contracts.

__ _ _ _ _ _ _ _ _ _ _ _
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Chart 5: Progress of institutional indicators of Lithuania, ranked by order of importance, and of Morocco
between 2009-2016(in terms of points)

3.3.3. CHILE: A MODEL OF ECONOMIC AND POLITICAL STABILITY IN LATIN AMERICA
Chile, an OECD member, is traditionally seen as a model of political and financial transparency. Its economy is the
most developed and one of the most economically stable in Latin America (PPP per capita GDP of USD 23,500,
the highest in the LAC region).
This South American country is favourably positioned according to IPD at the same level as countries guaranteeing
the freedom of creation and functioning of the organizations with respect to political powers, financial openness22
and the freedom of functioning of markets23 in which the State’s presence is weak.
Between 2009 and 2016, Chile improved its rating on institutional indicators mainly related to the free functioning
of financial markets (C4), the movement of people and information (A8), the functioning of the goods and
services market. (B4), transaction security and labour market contracts (D6), financial openness (C8), stakeholder
coordination, strategic vision in the capital market (C5) as well as vocational training (D5).
stratégique au niveau du marché des capitaux (C5) ainsi qu’au niveau de la formation professionnelle (D5).
Chart 6: Progress of institutional indicators of Chile, ranked by order of importance, and of Morocco between 20092016 (in terms of points)

_____________
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Pa r ti ci p a ti on of forei g n capit al in pr ivat e companies ( out side t he f i n an c i al s e c tor).
A s ma l l sh a re i n g overn ment -owned banks mar ket charact er izes t h e s e e c on om i e s i n t h e ban k i n g bu s i n e s s .
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3.4. WHAT ARE THE LESSONS FOR MOROCCO?
The analyses carried out in the previous sections have thus clearly shown that building strong institutions and
anchoring the principles of good governance are key parameters for sustainably boosting a country's economic
development process. Beyond the consequent net economic gain, raising the quality of institutional governance
gives rise to much greater second-round effects by contributing to re-weaving the social bond and reinforcing
confidence in its double dimension: interpersonal and institutional. These two factors rightly constitute essential
levers to reinforce the bases of a harmonious living together.
In other words, the crystallization of participatory democracy values, transparency and accountability not only
encourages better public policy, but also promotes an inclusive economic and social order with significant impact
on the country's competitiveness and attractiveness.
Morocco's multidimensional reforms over the last two decades, driven by the global constitutional reform of
2011, have allowed it to make significant progress in this area, setting it up as a model for its region. These
encouraging developments, however, should not lose sight of a number of important challenges for Morocco
to fully mobilize the potential of its institutional development. Strong actions should be deployed, particularly
with regard to generalizing the upgrading of public administration, close coordination between stakeholders,
improving the transparency of information on the quality of goods and services, as well as promoting innovation
and enhancing the security of transactions and contracts.
Moreover, these challenges have been highlighted in reports prepared by some international and national
institutions (World Bank, the Organization for Economic Cooperation and Development, the Economic, Social
and Environmental Council, etc.) Addressing these challenges would be valuable to broaden the prospects of
Morocco in terms of its development and allow it to gain a favourable position among the community of nations.
At least five priority levers should be activated to bring about a positive inflection of Morocco's institutional
development, accelerate its process of economic convergence and free it from the "trap of middle-income
countries":

• The completion of building the institutional capital and its strengthening : The Constitution of 2011 opens
up broad prospects for Morocco and enables it to build strong institutions operating according to the best
international standards of efficiency and good governance. In addition to full and short-term operationalization
of all constitutional elements, institutional capital momentum supposes to work actively to improve the efficiency
of the economic regulatory organisations, to ensure the proper functioning of the markets in perfect adequacy
with transparency and fair competition practices. The same efficiency requirements would be expected from
social intermediation institutions to better channel citizen demands and ensure the peaceful resolution of social
conflicts.
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• Accelerating the human capital accumulation process: Building quality human capital should be accelerated,
through a new reform generation that is synchronized and in a medium-long term perspective the different
components of the education-training ecosystem. These reforms should be based on enhancement of
employability and conformity with the principles of gender equity. None the less upgrading the human capital
relies also on a good quality of health to make it an effective lever for growth and social cohesion.
• Strengthening the coherence of public programs and sectoral visions: Rapid transition to cross-cutting and
coordinated approaches to the design and implementation of public policies should be set as a high priority for
maximizing the economic and social impact of these policies. Use of monitoring and evaluation mechanisms
should be systematic in order to give more visibility to the implementation of public programs and enable carrying
out the necessary readjustments in a timely manner to ensure that expected objectives.
• Promoting the territorialization of public policies: The operationalization of advanced regionalization should
be accelerated. This important project, which would make the territories masters of their destiny, would remain
dependent on regions’ appropriate human and financial resources. This would allow them to better plan their
development, highlight their intrinsic assets which they conceal and ultimately boost national wealth and diversify
the springs of its creation.

• The anchoring of the national productive system on a renewed competitive modernization strategy: In
order to gain global competitiveness and foster the emergence of a successful private sector, Morocco would
make innovation and technological progress the key determinants of its comparative advantages. While working
towards the creation of a favourable innovation ecosystem, with efficient governance and adequate financial
means, Morocco should ensure that R&D areas are closely linked to the priorities of the national industrial
development strategy.
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Appendix 1: Governance measurement indicators
The most common tools and instruments for measuring governance are: Corruption Perception Index (CPI),
Transparency International, Business Climate Database (WBES), the country’s risk measurement (ICRG), World
Governance Indicators (WGI) from the World Bank, and the Institutional Profiles Database.
1. Transparency International (TI)
Transparency International is a non-governmental organization that aims to fight corruption and prevent criminal
activities resulting from corruption. It publishes annually since 1995 the global barometer of corruption, the bribe
payers index and Corruption Perception Index. The latter measures perceived levels of public sector corruption
for more than 168 countries on a scale from 0 (very corrupt) to 100 (very clean).
2. World Business Environment Survey (WBES)
The Global Business Environment Survey (WBES) examines a wide range of interactions between businesses
and the State. This survey is designed to measure several areas: corruption, the judiciary, lobbying, the investment
climate and the quality of business environment.
The aim is to assess the growth conditions of private corporations by focusing on: local economic policy,
governance, regulatory, financial and infrastructure barriers, and business services.
The survey provides a basis for regional comparisons of the investment climate and the business environment.
In addition, it makes it possible to compare the severity of constraints that affect businesses based on their
characteristics, such as size or ownership.
3. International Country Risk Guide (ICRG)
ICRG is one of the best global sources for analysing and assessing country risks. It is updated on a monthly
basis covering 140 countries. Each issue provides information on financial, political and economic risks. The
ICRG statistical tables assign values to the 22 indicators that underlie the business model to quantify risk by
examining country-specific elements such as currency risk, political leadership, the army and corruption.
4. Institutional Profiles Database (IPD)
This database provides a measure of institutional characteristics of countries by developing composite indicators
derived from perception data24 These indicators, categorized by both institutional functions (9 functions) and
sectors (4 sectors), were designed to facilitate research on the relationship between institutions, long-term
growth and development.

_____________
24

S i n ce 2 0 0 8 , th e Worl d Bank Inst it ut e has included some of t he IPD i n di c ators ( 2006 vers i on ) i n t h e Worl dw i de G ove rn an c e I n di c ators ( W G I ) ( K AU F M AN N , KRAAY a n d M AS T RUZZI, 2009) . The average weight of IPD in di c ators i n t h e W GI s i s 7.2% ou t of t h e 33 di f fe re n t s ou rc e s t h at
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Table 1: Structure of the analytical framework of the database

Source : CEPII

Table 2: Characteristics of the four versions of the IPD database
IPD 2001

IPD 2006

IPD 2009

IPD 2012

IPD 2016

Number of covered countries

51

85

123

143

144

Number of variables25

238

238

367

330

320

Number of indicators

96

96

133/9326

130

127

Source : CEPII

_____________
25

T h e n u mb er of va ri a b l es is t he number of quest ions in t he sur vey. T h e vari abl e s are t h e n ag g re g at e d to obt ai n t h e i n di c ators . I t i s al s o i m por t a n t
to m e n ti on th a t th e va ri a b l es and indicator s are not necessar ily com parabl e f rom on e ve rs i on to an ot h e r s i n c e t h e qu e s t i on n ai re h as evol ve d ove r t h e
ye a r s .

26

Ve r si on of 2 0 0 9 su g g est s t wo schemes of var iables aggregat ion, on e w i t h 133 i n di c ators an d t h e ot h e r w i t h 93 i n di c ators .
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5. Worldwide Governance Indicators (WGI)
Since 1995, the World Bank developed a governance database (WGI) consisting of six aggregated indicators,
obtained for more than 200 countries, fed by 35 sources and produced by some 30 organizations, including the
ICRG, Freedom House and others. These indicators refer to the following areas:

• Political stability and the absence of violence: measures the likelihood of violent regime or government changes,
as well as serious threats to public order, including terrorism. It brings together the internal and external causes
of risks of political instability, conflicts between the components of society, strikes, violence and crime on the
streets and threats of terrorism.

• Control of corruption: gauges the use of power prerogatives for personal ends, especially the enrichment
of individuals with a position of power. The dimensions of governance covered by this indicator include anticorruption and transparency policies, public confidence in politicians' honesty and the frequency of corruption
and misappropriation of public funds due to corruption.

• Voice and accountability: is the process by which governments are chosen, monitored and replaced. It
covers several dimensions such as: human rights, freedom of expression and assembly, freedom of the press,
political participation of citizens, freedom of elections, transparency and equity in governmental action and the
effectiveness of parliamentary oversight over public institutions.

• Rule of law: considers the citizen and State’s degree of trust and respect of institutions that govern their
interactions. This indicator groups property rights, degree of confidence in courts and police, the honesty of the
judicial system, the level of intellectual protection, the frequency of tax evasion and the degree of the security of
property and persons.

• Government effectiveness: quantifies the competence of public bureaucracy and the quality of public services.
It is also an assessment of policies to improve the efficiency of public sector through budget management,
the government's capacity to solve development problems, the quality of infrastructure needed for business
development and the degree of implementation of decisions and coherence of political leadership.

• Quality of regulation: assesses regulatory impediments to market functioning and measures the ability of
governments to develop and enforce good policies and regulations that support private sector development.
Several elements are grouped under this aspect of governance, i.e. coherence and predictability in the
interpretation of laws and regulations, distortions and complexity of tax system, unfair competitive practices.

DEPF Studies

Governance, institutional quality and economic development : What are the lessons for Morocco ?

33

Appendix 2: Country Ranking according to the Aggregate
Governance Indicator
Pays

Indicateurs de
gouvernance

Pays

Rang

Indicateurs de
gouvernance

Pays

Rang

Indicateurs de
gouvernance

Rang

Switzerland

1.71

1

Malaysia

0,37

33

Uganda

-0,76

65

Norway

1.68

2

Oman

0,31

34

Kenya

-0,77

66

Sweden

1.63

3

South Africa

0,29

35

Ivory Coast

-0,79

67

Finland

1.62

4

Bulgaria

0,26

36

Guatemala

-0,80

68

Canada

1.62

5

Greece

0,24

37

Nicaragua

-0,84

69

Netherlands

1.57

6

Panama

0,22

38

Bolivia

-0,86

70

Denmark

1.56

7

Ghana

-0,03

39

Niger

-0,89

71

Australia

1.52

8

Argentina

-0,06

40

Ukraine

-0,89

72

Germany

1.44

9

Jordan

-0,10

41

Gabon

-0,90

73

Italy

1.41

10

Peru

-0,11

42

Togo

-0,91

74

Austria

1.41

11

Hungry

-0,11

43

Honduras

-0,92

75

Singapore

1.37

12

Senegal

-0,16

44

Russia

-0,95

76

Japan

1.36

13

Kuwait

-0,20

45

Cambodia

-0,99

77

United Kingdom

1.33

14

Brazil

-0,20

46

Madagascar

-1,00

78

Belgium

1.26

15

Dominican
Republic

-0,22

47

Mali

-1,01

79

Hong Kong

1,26

16

Colombia

-0,23

48

Bangladesh

-1,04

80

United States

1,24

17

India

-0,23

49

Egypt

-1,06

81

Estonia

1,21

18

Indonesia

-0,25

50

Mauritania

-1,07

82

Portugal

1,19

19

Morocco

-0,28

51

Ethiopia

-1,08

83

Malta

1,17

20

Thailand

-0,29

52

Algeria

-1,12

84

Uruguay

1,06

21

Tunisia

-0,31

53

Pakistan

-1,13

85

France

1,06

22

India

-0,35

54

Mozambique

-1,14

86

Chile

1,04

23

Vietnam

-0,37

55

Cameroon

-1,24

87

Czech Republic

1,04

24

Mexico

-0,39

56

Nigeria

-1,29

88
89

25

57

-1,33

0,99

-0,40

Angola

Lithuania

China

90

26

58

-1,41

0,97

-0,43

Haiti

Mauritius

Benin

91

27

59

-1,59

0,95

-0,44

Chad

Cyprus

Philippines

92

28

60

-1,61

0,92

-0,52

Venezuela

Spain

Burkina Faso

29

61

Central African
Republic

93

0,81

-0,54

-1,63

Poland

Kazakhstan

South Korea

0,80

30

Paraguay

-0,58

62

Sudan

-1,73

94

Ireland

0,59

31

Tanzania

-0,59

63

Namibia

0,41

32

Ecuador

-0,75

64
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Appendix 3: Results of the estimates of the three
groups of countries
High-income countries: Germany, Australia, Austria, Belgium, Canada, Chile, South Korea, Cyprus, Denmark, Spain,
Estonia, United States, Finland, France, Greece, Hong Kong, Ireland, Italy, Japan, Kuwait, Lithuania, Malta, Norway
, Oman, Netherlands, Poland, Portugal, United Kingdom, Singapore, Sweden, Switzerland, Czech Republic;
Middle-income countries: South Africa, Algeria, Angola, Argentina, Bolivia, Brazil, Bulgaria, Cameroon, China,
Colombia, Congo, Ivory Coast, Dominican Republic, Ecuador, Egypt, Gabon, Ghana, Guatemala, Honduras,
Hungary, India, Indonesia, Jordan, Kazakhstan, Malaysia, Mauritania, Mauritius, Mexico, Morocco, Nicaragua,
Nigeria, Pakistan, Panama, Paraguay, Peru, Philippines, Romania, Russia, Senegal, Sudan, Thailand, Tunisia,
Turkey, Ukraine, Uruguay, Venezuela, Vietnam;
Low-income countries: Bangladesh, Benin, Burkina Faso, Cambodia, Central African Republic, Ethiopia, Guinea,
Haiti, Kenya, Madagascar, Mali, Mozambique, Niger, Tanzania, Chad.
The variables of the models: CGI: composite governance indicator, BB: Budget balance,PE: public expenditure,
INVR: investment rate, INFR: inflation rate, OPPR: openness rate, POPGR: population growth, LAT: latitude, FDI:
foreign direct investment, PS: political stability, CCcontrol of corruption, VA: voice and accountability, RL: Rule of
law, GE: government efficiency, QR: quality of regulation.
Results for the panel of 94 countries
PIBHAB

OLS
Model 1

Model 2

Fixed effects27
Model 3

28

Model 1

Model 2

GMM system
Model 3

Model 1

Model 3

0,17***

0,224***

1,13*

0,539*

CGI

0,861***

BB

0,039***

0,033***

-0,003***

-0,003

0,014

PE

-0,002***

0,0003

0,667***

0,003***

0,001**

-0,002***

INVR

0,000

-0,004**

0,006***

0,071***

-0,004

INFR

0,006***

0,010***

-0,002***

-0,017***

0,05

OPPR

-0,000

0,000

-0,000**

POPGR

-1,137***

0,000***

-0,116

LAT

0,014***

FDI

-0,000

0,000

0,000

VA

-0,001

-0,002***

PS

0,002*

-0,001**

GE

0,038***

-0,000

RL

-0,005*

0,008***

Constant

9,33

8,957***

Arellano-Bond test for AR(1)

9,12***

7,84***

9,15***

9,19***

8,97***

9,27***

0,044

0,015

Arellano-Bond test for AR(2)

0,630

0,611

Sargan test

0,339

0,368

Hansen test

0,923

0,676

*Significant at the threshold of 10%, ** significant at the threshold of 5%, *** significant at the threshold of 1%.

_____________
27

T h e Ha u sma n test i s a specif icat ion t est t hat det er mines whet he r t h e c oe f f i c i e n t s of t h e t w o e s t i m at e s ( f i xe d an d ran dom ) are s t at i s t i c al l y di f fe ren t.
T h e i d ea of th i s test i s th a t, under t he null hypot hesis of independenc e be t w e e n t h e e rrors an d t h e e x pl an ator y vari abl e s , t h e t w o e s t i m ators are u n bi a s e d ,
s o t h e esti ma ted coeffi ci ent s should be dif ferent . The Hausman t e s t c om pare s t h e vari an c e -c ovari an c e m at ri x of t h e t w o e s t i m ators .
T h e Hau s m a n
s p e ci f i ca ti on test i n di ca tes t hat t he random ef fect s model is best s u i t e d.

28

T h e i n trod u cti on of a g g regat ed gover nance var iables validat ed th e abs e n c e of m u l t i -c ol l i n e ari t y i n t h e e s t i m at e d m ode l s
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Results for low-income countries
OLS
Model 1
CGI

Fixed effects
Model 2

Model 1

0,133***

Model 2

0,118*

BB

-0,009*

-0,001

PE

-0,005***

-0,005***

-0,002***

-0,002***

INVR

0,014***

0,004*

0,004

0,007***

INFR

0,021

-0,013

OPPR

0,007***

-0,004

POPGR

0,956***

-0,061***

LAT

-0,008***

0

FDI

-0,028***

0,006

CC

-0,006***

-,001

QR

0,006***

-0,001

RL

0,014***

0,007*

GE

-0,009***

-0,004*

Constant

7,04***

7,09***

7,27***

Number of observations

210

Number of countries

14

7,17***

*Significant at the threshold of 10%, ** significant at the threshold of 5%, *** significant at the threshold of 1%.

Results for middle-income countries
OLS
Model 1
CGI

Fixed effects
Model 2

0,184***

Model 1 (RE)29

Model 2 (FE)

0,182***

BB
PE

-0,005***

-0,000

-0,028***

-0,001***

0,006**

0,004

0,008***

0,007***

OPPR

-0,000***

-0,000***

0,000***

0,000***

POPGR

-0,179***

-0,144***

-0,028***

-0,010*

INVR
INFR

LAT

0,004**

0,010*

FDI

-0,001

QR

0,021***

0,003***

CC

0,007***

0,000

PS

0,003***

-0,000***

Constant

9,33***

7,68

-0,006***

8,80***

Number of observations

690

Number of countries

46

*Significant at the threshold of 10%, ** significant at the threshold of 5%, *** significant at the threshold of 1%.

_____________
29

E x i s ten ce of ra n d om effect s as per Hausman t est .
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Results for high-income countries
OLS
GDPCAP

Model 1

Model 2

CGI

0,138***

BB

0,031***

0,026***

PE

0,003***

0,031***

INVR

0,010***

INFR

-0,062***

Specific effects
Model 3

Model 1
(RE)

0,068***

0,181***

Model 1
(FE)

0,194***

0,002**

0,003**

0,000***

0,001***

0,014

0,008***

0,007***

-0,028***

-0,004

-0,003

0,002***

Model 3
(RE)

-0,000

OPPR

0,002***

0,004***

POPGR

0,138***

-0,007

-0,001**

-0,000

LAT
FDI
QR

0,0011***

0,009***

GE

0,014***

-0,002

VA

-0,008

-0,000

Constant

9,99***

8,87***

10,12***

10,05***

Number of observations

510

Number of countries

34

*Significant at the threshold of 10%, ** significant at the threshold of 5%, *** significant at the threshold of 1%.
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Appendix 4: Explanatory variables of factors (IPD 2016)
Explanatory variables of the horizontal axe
Variable description

Coordinates on axis 1

A305

Functioning of the judiciary

0,910

A302

Level of corruption

0,883

A905

Coverage of the territory by public services

0,871

A602

Trade justice

0,858

B602

Respect for intellectual property

0,853

B601

Standardization of information on the quality of goods and services

0,848

D900

Quality of public services (provided by the public sector)

0,845

A507

Quality of the public policy process

0,842

D402

Extent of informal work

0,828

A509

Adaptation and innovation

0,816

A300

Reliability of official economic information

0,814

A906

Institutional solidarity

0,812

D902

Extent of child labour

0,812

A904

Equal treatment by the state

0,804

D903

Barriers to social advancement

0,798

A604

Termination of contracts by the state

-0,634

C900

Importance of microcredit

-0,685

Explanatory variables of the horizontal axe
Variable description

Coordinates on axis 2

A309

Freedom of creation and functioning of organizations

0,660

B802

Hindered financial openness

0,635

C400v

Share of public banks in the banking system

0,614

B501

Public support for innovation

-0,408
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Appendix 5: List of countries in the sample
Code ISO-3

Pays

Code ISO-3

Pays

Code ISO-3

Pays

ZAF

South Africa

FIN

Finland

NGA

Nigeria

DEU

Germany

FRA

France

NOR

Norway

DZA

Algeria

GAB

Gabon

OMN

Oman

AGO

Angola

GHA

Ghana

PAK

Pakistan

ARG

Argentina

GRC

Greece

PAN

Panama

AUS

Australia

GTM

Guatemala

PRY

Paraguay

AUT

Austria

GIN

Guinea

NLD

Netherlands

BEL

Belgium

HTI

Haiti

PER

Peru

BEN

Benin

HND

Honduras

PHL

Philippines

BOL

Bolivia

HKG

Hong Kong

POL

Poland

BRA

Brazil

HUN

Hungry

PRT

Portugal

BGR

Bulgaria

IND

India

ROU

Romania

BFA

Burkina Faso

IDN

Indonesia

GBR

United Kingdom

KHM

Cambodia

IRL

Ireland

RUS

Russia

CMR

Cameroon

ITA

Italy

SEN

Senegal

CAN

Canada

JPN

Japan

SGP

Singapore

CAF

Central African Republic

JOR

Jordan

SDN

Sudan

CHL

Chile

KAZ

Kazakhstan

SWE

Sweden

CHN

China

KEN

Kenya

CHE

Switzerland

COL

Colombia

KWT

Kuwait

TZA

Tanzania

COG

Congo Rep.

LTU

Lithuania

TCD

Chad

KOR

South Korea

MDG

Madagascar

CZE

Czech Republic

CIV

Ivory Coast

MYS

Malaysia

THA

Thailand

CYP

Cyprus

MLI

Mali

TUN

Tunisia

DNK

Denmark

MLT

Malta

TUR

Turkey

DOM

Dominican Rep.

MRT

Mauritania

TKM

Turkmenistan

ECU

Ecuador

MUS

Mauritius

UKR

Ukraine

EGY

Egypt

MEX

Mexico

URY

Uruguay

ESP

Spain

MAR

Morocco

VEN

Venezuela

EST

Estonia

MOZ

Mozambique

VNM

Vietnam

USA

United States

NIC

Nicaragua

ETH

Ethiopia

NER

Niger
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