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Abstract

This paper examines whether the United States—Morocco Free Trade Agreement (USMFTA),
implemented in 2006, contributed to an increase in Morocco’s exports between 2004 and 2023. Using
a Poisson pseudo-maximum likelihood (PPML) estimation of an augmented gravity model that controls
for economic size, distance, institutional quality, and overlapping FTAs, it finds that the USMFTA had a
negative effect on Morocco’s total goods exports. Sector-level results show similar effects on agri-food
and automotive exports. In contrast, the African Continental Free Trade Area (AfCFTA) and the EU—
Morocco agreement were associated with stronger export performance. The results show that
structural, institutional, and implementation asymmetries can make it challenging for smaller
economies to benefit from bilateral North—South trade agreements. The results also offer lessons for
African countries seeking to develop their trade strategies amid the expected expiration of AGOA and
growing fragmentation in the global trading system.
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1. Introduction

In recent decades, free trade agreements (FTAs) have emerged as key policy instruments, especially in
developing economies seeking integration into global markets. The proliferation of FTAs (from fewer
than 20 in 1990 to nearly 300 by 2019) reflects both a response to stagnation in multilateral trade
negotiations and an effort to avoid marginalization amid preferential trading blocks. The outcomes of
the FTAs remain mixed. Empirical studies highlight that FTAs can lead to either export creation or
diversion, with effects varying widely depending on the design and characteristics of the agreement
and the countries involved (Baier & Bergstrand, 2007; Anderson & Yotov, 2016). Moreover, overlapping
agreements, often referred to as the “Spaghetti Bowl,” lead to regulatory complexity and increased
transaction costs.

The signing of the United States—Morocco Free Trade Agreement (USMFTA) in 2004, which took effect
in 2006, marked a milestone in Morocco’s trade policy. As the first and only bilateral FTA between the
US and an African country, the USMFTA was expected to stimulate Moroccan exports and help
diversification, in addition to strengthening its role as a regional trade hub. In 2023, nearly two decades
later, Morocco’s exports to the U.S. accounted for just 3.5% of its total exports, while imports from the
U.S. accounted for over 8% of total (UNCTAD (2024). Morocco’s exports continue to be concentrated
in low-value-added areas, such as phosphates, textiles, and raw agricultural goods, while its imports
from the U.S. are dominated by capital-intensive, high-tech products, including machinery,
pharmaceuticals, and vehicles (OECD, 2024; Bartz, 2024).

This paper contributes to the trade and development literature with the first PPML-based gravity model
estimates of the USMFTA’s effect on Moroccan exports, disaggregated by sector, and contrasting them
with other FTAs. Despite its strategic importance, USMFTA has received limited attention among
researchers and policymakers. Literature indicates that Morocco faces asymmetric impacts, with
sector-specific vulnerabilities and labor market adjustments (Jallab et al., 2007; Malki & Thompson,
2014). Studies pointed to weak investor confidence and limited institutional readiness (Abdelmalki et
al., 2011; Nezerwe & Karangwa, 2018). However, robust evidence on the USMFTA’s long-term trade
impacts and across sectors is sparse. These issues are increasingly relevant as Africa navigates the
fragmentation of global trade and a shifting trade landscape shaped by the African Continental Free
Trade Area (AfCFTA). The scheduled expiration of the African Growth and Opportunity Act (AGOA) and
a recalibration of U.S. trade policy towards Africa only underscore the importance of the bilateral trade
issues (Adu et al., 2024; Kassa et al., 2025).

This paper fills this gap by examining the long-term impact of the USMFTA on Morocco’s exports, with
a special focus on strategic sectors. Utilizing an augmented gravity model, it incorporates institutional
quality and overlapping FTAs, two critical factors in Morocco’s trade ecosystem. The paper also
highlights the persistent trade imbalance between the two countries, contributing to debates on the
distributive consequences of FTAs when small open economies negotiate with global powers. In
addition, it places Morocco’s experience within the ongoing reconfiguration of global trade relations,
offering policy lessons for U.S.—Africa engagement in the post-AGOA era.
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The rest of the paper is organized as follows. Section Il presents trends in Morocco’s trade patterns
following the USMFTA. Section Il outlines the methodology and data sources. Section IV presents and
discusses the results. Section V concludes with key policy implications.

2. Morocco’s key trade patterns

Since the USMFTA's taking effect in 2006, Morocco has faced persistent trade imbalances in its bilateral
trade with the U.S. Despite aims to boost exports and diversify trade, U.S. imports have consistently
exceeded Moroccan exports, leading to a growing bilateral trade deficit (Figure 1). The U.S. remains a
minor export destination for Morocco, accounting for just 3.5% of its exports in 2023, while over 8% of
imports come from the U.S. (Bartz, 2024). The imbalance in trade volume and composition reflects that
(i) the U.S. has already, to some extent, lowered its tariffs on Morocco’s imports before the USMFTA
and (ii) deeper structural asymmetries in technological capability, industrial sophistication, and market
power prevail. Morocco’s limited diversification, low firm competitiveness, and difficulties meeting U.S.
standards constrain export growth.

While a large share of Morocco's exports to the U.S. still consists of relatively low-value-added products,
its exports of agrifood and vehicles to the U.S. grew significantly, accounting for 16.7% and 12.9% of
total exports, respectively, in 2023. These trends point to early signs of export upgrading. Moreover,
the AfCFTA presents Morocco with new trade opportunities, as its exports to the rest of Africa have
exceeded imports since 2015.

Figure_1: Trade in goods between Morocco and the U.S., 2004 — 2023

1a In millions of USD, 2004 — 2024 1b In % of GDP
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3. Data sources and empirical strategy

The paper utilizes an unbalanced panel dataset covering 79 of Morocco’s trading partners from 2004
to 2023, comprising 1,580 observations. The principal sources are:

e Trade data: Exports of goods are obtained from the UN Conference on Trade and Development
(UNCTAD, 2024), while data on exports of agri-food products and vehicles are sourced from
the World Integrated Trade Solution (WITS, 2024).

e Geographic and historical variables: Data on bilateral distance, common colonial ties, shared
language, and land borders are taken from the Centre d’Etudes Prospectives et d’Informations
Internationales (CEPII, 2022).

e Macroeconomic indicators: GDP and population for both Morocco and its trading partners are
retrieved from the World Development Indicators (WDI, 2024).

e [nstitutional quality: government effectiveness from WDI based on the Worldwide Governance
Indicators framework by Kaufmann et al. (1999).

Table 1 presents summary statistics for all variables from (4), including exports, macroeconomic
indicators, bilateral characteristics, governance effectiveness, and FTAs. It illustrates the dominant role

of the FTA with the EU in Morocco’s trade relations, and the so far underutilized potential of the AfCFTA.

Full definitions and data sources are provided in Table Al of the Appendix.
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Table 1. Statistics for variables selected for analysis

Variables Mean Std. Dev. Min Max
Dependent variables

Total goods exports_ijt (millions USD) 268.576 845.501 0.001 9486.784
Agrifood exports_ijt (millions USD) 51.784 173.262 0.008 2042.449
Road vehicles exports_ijt (millions USD) 45.171 134.866 0.008 1084.663
Explanatory variable of interest:

USMFTA (1 if Morocco and US have a free 0.013 0.112 0.000 1.000
trade agreement; 0 Otherwise)

Control variables

GDP_it (millions USD) 99200.000 21357.640 57000.000 130000.000
GDP_jt (millions USD) 739782.500 2425066.000 368.100 23000000.000
DISTCap_ij (km) 3997.846 2218.998 561.000 11543.000
POP_it 33.675 2.626 29.856 37.345
POP_jt 64.270 210.251 0.401 1400.000
Comcol_ij (1 if both countries have a common 0.244 0.429 0.000 1.000
colonizer; 0 Otherwise)

Comlang_ij (1 if both countries have a common 0.410 0.492 0.000 1.000
language; 0 Otherwise)

Combord_ij (1 if both countries have a 0.039 0.193 0.000 1.000
common border; 0 Otherwise)

Government effectiveness_it (GE) (-2.5: bad; -0.200 0.104 -0.389 -0.036
+2.5: good)

Government effectiveness_jt (GE) (-2.5: bad; 0.049 1.045 -1.881 2.347
+2.5: good)

Intra-regional trade

EUMFTA_ij (1 ifi and j belong to EUMFTA free 0.329 0.470 0.000 1.000
trade agreement; O Otherwise)

North Africa Trade_ij (1 if i and j belong to the 0.063 0.244 0.000 1.000
North African countries; O Otherwise)

AfCFTA ij (1 if i and j are part of AfCFTA 0.074 0.262 0.000 1.000

agreement and 0 Otherwise)

Source: Calculate from the data of: WDI (2024), UNCTAD (2024), WITS (2024) and CEPII (2022

The classical gravity model considers trade flows between two countries as a positive function of their

economic mass (typically proxied by GDP) and a negative function of the distance between them (Kassa

etal., 2025; Mayer et al., 2025; Nagengast & Yotov, 2025). The classical gravity model can be expressed

as:
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where T;; represents export flows from the country i to country j, GDP; and GDP; are the GDPs of country
i and country j, and Dist;; is the distance between countries i and j.”

More broadly, Dist;; represents trade barriers (accounting for other factors not explicitly included in the
equation, such as transportation costs, trade agreements, and common language or culture). a is a
constant proportionality. In its basic econometric specification, (1) can be rewritten as:

In (Tyy) = a + BIn (GDP;) + yIn (GDP;) + 6In (Disti].) + Wije (2)

where ¢€;;; represents the error term, y;; represents country fixed effects and t represents time fixed
effects. As trade increases with the size of GDP and decreases with distance, we expect  and y to be
positive and & to be negative. Variables are presented in their logarithmic form (unless otherwise
indicated) to reduce them to a more comparable unit of measurement.

To evaluate the impact of the USMFTA on Morocco’s bilateral export flows (with 79 trading partners),
the paper employs an augmented (for FTAs, institutional quality) gravity model of trade. The analysis
encompasses Morocco's bilateral trade with all countries in five categories: all goods, agrifood
commodities, and vehicles.

The classical gravity model does not account for heterogeneity in socio-economic structures between
trading partners, which can lead to biased estimates due to unobserved country-pair characteristics.
We therefore incorporate controls for country-specific and bilateral factors that influence trade beyond
GDP and distance. The role of political, historical, and cultural linkages in shaping trade flows, even after
accounting for economic size and geographical proximity (Nagengast and Yotov, 2025; Yotov et al,,
2016). Accordingly, we include indicators for key bilateral characteristics: a shared colonial history, a
common official language, and a common border. These variables capture deep-rooted ties that
facilitate trade through reduced informational, institutional, or logistical barriers.

While institutional quality is often an overlooked determinant in the evaluation of FTA outcomes, fully
capturing the impact of the USMFTA on Morocco’s exports requires accounting for the institutional
context within which trade occurs. As Rodrik (2018) highlights, the gains from trade are not automatic
but conditioned by the strength of domestic institutions—including factors such as governance
transparency, regulatory infrastructure, and the efficacy of legal frameworks. These institutional
characteristics mediate how countries absorb and leverage trade liberalization. Accordingly, the
empirical model incorporates institutional quality as a mediating variable, linking trade agreements to
observed patterns in bilateral trade flows.

The Morocco’s trade landscape features overlapping bilateral and regional FTAs, with the USMFTA, the
EU-Morocco Association Agreement (EUMFTA), and the African Continental Free Trade Area (AfCFTA)
among the key ones. While these FTAs aim to facilitate trade, their uncoordinated implementation can
lead to regulatory fragmentation, overlapping rules of origin, and inefficiencies in market access (Mayer
et al., 2025). To reflect this institutional and policy complexity, we adopt a modified augmented gravity

’The formulation above identifies distance as one form of trade barrier. However, in the empirical trade
literature, barriers to trade extend beyond physical distance. Consequently, Dist;; is often interpreted as a
vector representing various trade frictions.
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model (Anderson & Yotov, 2016) that explicitly incorporates institutional quality metrics and multiple
trade agreements as key explanatory variables.? The augmented gravity model can be thus written as:

In (Tl]t‘) =a+ ﬁln (GDP”-) + yln (GDP]t) + 6ln (DLSt”) + ¢(Zl]t) + ,U.” + t+ gl']'t (3)

Unpacking elements of Z;;, (other control variables, including institutional quality):

In (X;;) = a + BInGDP;; + yInGDPj; + §InDist;j + ¢1InPOP; + ¢,InPOP; + ¢p3Comcol;; + ¢p,Comlang;;
+ ¢5C0mb0rdij + ¢6GEi + ¢7GE] + (l)gUSMFTAL] + (l)gEUMFTAU + ¢10NA_TRADE”
+¢11AfCFTAL]+ﬂL]+t+€L]t (4’)

where X;; are exports (total, agrifood and vehicles from country i (Morocco) to country j (U.S. and
other countries) at time t, GDPy; is the GDP of exporting country i, and 6pp;, is the GDP of importing
country j. DIST;j, is the distance between exporter and importer. The other control variables are:
common colony (Comcol;;), common language (Comlang;;), common border (Combord;;), and
Governance Effectiveness (GE;j;), including USMFTA;;, EUMFTA;;, North Africa Trade (NA_TRADE;;)
and AfCFTA,;. &t represents the error term, p;; represents country fixed effects and t represents time

fixed effects. Country and time fixed effects are included to account for heterogeneity between
Morocco and its trading partners and external shocks. a is a constant, and y, &, ¢ are vectors of
parameters to be estimated.

The identification strategy relies on variation in bilateral trade flows over time, while controlling for
country-pair and time fixed effects. It uses the Poisson Pseudo-Maximum Likelihood (PPML)* estimator,
as in Silva and Tenreyro (2006). It distinguishes between true zero trade flows reflecting real market
outcomes and false zeros, which may result from reporting errors or data limitations (Malki and
Thompson, 2014). Moreover, PPML is consistent, efficient, and robust to different forms of
heteroskedasticity, as it does not require constant variance of the error term or impose restrictive
distributional assumptions on trade flows. The PPML approach ensures that all observations are equally
weighted, reducing sample selection bias and improving the reliability of estimates across both high-
and low-trade country pairs. Because of its robustness to data irregularities and its suitability for trade
datasets, PPML is the preferred estimator in recent gravity model literature. To ensure robustness,
additional checks are conducted, including alternative model specifications, subsamples excluding zero
flows, and controls for overlapping FTAs and sector-level heterogeneity.

3This enables us to assess the interaction effects between overlapping FTAs and institutional capacity—both of
which are critical in shaping Morocco’s trade performance under the USMFTA.

“Before applying this method, we estimated the model by OLS and the random effect (RE) (this method was chosen
after the Hausman test) following the work of Anderson and Yotov (2016). To this end, the OLS results show a
negative effect of the USMFTA on Morocco’s exports. In addition, the results of the RE method indicate a non-
significant negative effect of the USMFTA on Morocco’s exports. However, these estimation techniques do not
consider zero trade flows and false zeros between Morocco and these trading partners.
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4. Results and discussion

4.1 Effects of USMFTA on total goods exports

The effect of the USMFTA and other variables on Morocco’s goods exports are in Table 2, which presents
seven (7) specifications of the PPML model. Specification 1 presents results of the basic gravity model,
assessing USMFTA's effect on Morocco’s exports while controlling for GDP and distance. In specifications
2 to 7 the following variables are added: population (specification 2), colonial ties, language, and
common border (specification 3), the institutional variable: government effectiveness (specification 4),
the EU-Morocco free trade agreement (EUMFTA) (specification 5), intra-North African trade
(specification 6), and finally, all control variables combined (specification 7). Most coefficients align with
theoretical expectations and fall within the plausible range of gravity models. Overall, the explanatory
variables in the seven models explain at least 74 percent of the variation in Morocco’s goods exports.

The key result is that the USMFTA, has a statistically significant and negative effect on Morocco’s exports
across all seven specifications, implying that the USMFTA had in fact a negative impact on Morocco’s
total exports to 79 countries included. Indeed, following the 2006 agreement, Morocco has seen limited
export growth, and its development has continued to be driven by public investment (Cavallo & Daude,
2011). Such findings are consistent with Bergstrand et al. (2015), who argue that economic integration
does not always increase trade. These results align also with Magrini et al. (2017), who found negative
or limited impacts of trade agreements. The U.S/s global industrial dominance and the asymmetric
terms of the agreement have also presented challenge.

As standard in gravity models, Morocco’s GDP has a positive and significant effect on its exports in
specifications 1 and 5, while the GDP of its trading partners shows a positive and significant effect across
all specifications. This indicates that the market size of trading partners (potential demand) is an
important determinant of trade flows as in Jallab et al. (2007). Similarly, Morocco’s large GDP indicates
greater production, and hence export, capacity. Also, distance has a consistently negative effect on
Morocco’s exports in all seven models due to higher transportation and s\other transaction costs as in
Dadakas et al. (2025). Population sizes of Morocco and its trading partners have also a positive and
significant effect on Morocco’s export. as they raise both supply and demand capacities for trade. While
a common colonial past has a significant negative effect on Morocco’s exports, common language and
borders positively influence it.

Government effectiveness in Morocco shows no significant effect on exports in specification 4 to 7, likely
due to institutional limitations in governance and regulation. In contrast, government effectiveness in
partner countries has a positive and significant effect in specification 4, likely because strong institutions
in partner countries reduce contractual risks (Bah et al., 2021).
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Table 2. Estimating the effects of USMFTA on goods exports — PPML

Goods exports

(1) (2) 3) (4) (5) (6) (7)
Interest variable: Bilateral trade
USMFTA ij -1.390%**  -1.310%** - - - - -0.759%**
0.955*** (0.938*** (,750*** (.862***
(0.139) (0.131) (0.0924) (0.0952) (0.0933) (0.0898) (0.0890)
Control variables
InGDPit 1.328%** 0.269 0.308 0.404 0.399* 0.311 0.319
(0.234) (0.436) (0.272)  (0.269)  (0.238)  (0.249) (0.232)
InGDPjt 0.932%** 0.705***  0.622*** (Q.550*** (0.522*** (0.609*** (.585***
(0.0331) (0.0403)  (0.0275) (0.0449) (0.0438) (0.0422)  (0.0413)
InDistCapij -1.157%** -1.347%** - - - - -0.854***
1.142%*%*  1.144%**  (Q.776*** 1.143***
(0.0576) (0.0439)  (0.0510) (0.0524) (0.0544) (0.0493)  (0.0519)
InPOPit 3.165%*  3.117***  2.762%** 2 740*** 2. 794%** ) TR4***
(1.238) (0.762) (0.767) (0.663) (0.689) (0.632)
InPOPjt 0.407***  0.449*** (0.512*** (0576*** 0.476*** (0.521***
(0.0312) (0.0310) (0.0437) (0.0435) (0.0433) (0.0426)
Comcolony - - - -0.0902 0.225**
1.102*** 1.080*** (0.465%***
(0.187) (0.185) (0.174) (0.104) (0.110)
Comlang 0.963*** (0.952*** (0.878*** 1.140*** 1.045***
(0.0602) (0.0602) (0.0465) (0.0541) (0.0462)
Comfront 0.742%**  (0.742*** (0.873*** (.912%** (.998***
(0.0863) (0.0875) (0.0792) (0.0761)  (0.0712)
GEi 0.292 0.291 0.264 0.271
(0.291)  (0.250)  (0.237) (0.213)
GEj 0.114* 0.0438 -0.0486 -0.0709
(0.0586) (0.0575) (0.0606)  (0.0574)
Intra-regional trade effect
EUMFTA_ij 0.857*** 0.635%**
(0.0721) (0.0700)
North Africa - -1.7771%**
Trade_ij 2.046%**
(0.156) (0.160)
Constant -21.32%** -33.07*** - - - -30.62**  -33.26%**
33.94%***  31.20%** 34.33***
(4.339) (6.885) (4.281)  (4.543)  (3.847)  (3.869) (3.467)
Country fixed Yes Yes Yes Yes Yes Yes Yes
effects
Time fixed Yes Yes Yes Yes Yes Yes Yes
effects
R? 0.738 0.781 0.925 0.925 0.943 0.945 0.954
Observations 1,549 1,549 1,541 1,541 1,541 1,541 1,541

Note: Standard errors in parentheses and *** p<0.01, ** p<0.05, * p<0.1.
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The EUMFTA has a positive and significant effect on Morocco’s exports in specification 5 and 7,
confirming the Morocco’s strong trade relationship with the EU. Since its entry into force in 2000, the
EUMFTA has boosted EU-Morocco trade, supported by tariff advantages and a favorable environment
for investment and cooperation (Berahab and Dadush, 2020). In contrast, intra-North African trade has
a significant negative effect on overall Moroccan exports. Besides political tensions, weak
complementarities, non-tariff barriers, instability, and limited trade infrastructure. The region also lacks
endogenous trade dynamics, with economies overly dependent on commodity rents or tourism, and
FDI often used as short-term aid (Cherif and Dreger, 2018).

Regarding selected sectors examined, the USMFTA had a negative impact on exports of agri-food
products (specifications 1 to 7) and vehicles (specifications 8 to 14), (Table 3). The reduction in tariffs
under the USMFTA has not stimulated Moroccan exports of processed agricultural products, fresh fruits,
and vegetables, sectors in which the country has a comparative advantage due to favorable agro-
climatic conditions and low labor costs (Dadakas et al., 2025; Berahab and Dadush, 2020). The USMFTA
has not improved Morocco’s export performance in key sectors. Despite the growth of the Moroccan
automotive industry and the 2014 launch of the Industrial Acceleration Plan, which attracted Renault
and Stellantis, the USMFTA has not facilitated access to the U.S. market for exports of spare parts,
automotive components, or vehicles (Jallab et al., 2007; Abdelkmalki et al., 2011). This reflects the
complexity of the USMFTA and its limited alignment with Morocco’s trade and industrial goals, even as
the country emerges as a regional automotive hub. In contrast, the EUMFTA has had a statistically
significant positive effect on Moroccan exports of agri-food products and vehicles, highlighting the
divergent effects of trade agreements.

Furthermore, these results, alongside those of Alghabbabsheh et al. (2022)°, show that partner
countries that already have strong industrial competitiveness, well-developed export infrastructure, and
well-integrated value chains have benefited more from agreements with the United States. The USMFTA
case thus reveals that a free trade agreement without a targeted sector strategy and increased
competitiveness can have asymmetrical or even negative effects.

4.2 Sectoral effects of the USMFTA on exports

This study also examined the effect of the African Continental Free Trade Area (AfCFTA) on Morocco'’s
sectoral exports from 2021-2023 (Table 4). While the AfCFTA showed no significant effect on overall
trade in goods, it had a positive and significant effect on Moroccan exports of agri-food products and
vehicles. This reflects the benefits of national policies like the Green Morocco Plan, which supports agri-
food exports, and highlight’s Morocco’s growing access to African markets through the AfCFTA.
According to the United Nations Economic Commission for Africa (UNECA, 2025), the AfCFTA fosters
export diversification and intra-African trade, especially in high value-added sectors like agri-food and
automotive products. These findings align with UNECA’s (2025) projections that estimate a 34% increase
in intra-African trade by 2045 and improved resilience of regional value chains.

>The results show that the effects of Bilateral Free Trade Agreements remain differentiated according to structural
capacities and national support policies. However, this study has some limitations, including the poor application
of the Poisson Pseudo Maximum Likelihood (PPML) technique and the limited analysis period from 1992 to 2017.



The AfCFTA also deepens the harmonization of customs procedures and the reduction of tariffs and
non-tariff barriers, creating momentum for deeper regional integration. It presents an opportunity
for Morocco to redefine its role as a pan-African trade hub, particularly in processed agricultural
products and vehicles. To fully leverage this potential, Morocco should diversify its export markets,
reduce reliance on developed economies such as the U.S., and enhance its role within African value
chains. As Anderson & Yotov (2016) argue, well-structured regional trade agreements can generate
trade creation and reduce diversion when supported by harmonized logistics, regulatory systems,
and institutional frameworks across the continent.



Table 3. Estimating the Effects of the USMFTA on Agri-Food and Vehicle Exports — PPML

Agri-food exports

Vehicles exports

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14)
Interest variable: Bilateral trade
USMFTA_jj - -0.910*** - -0.528***  -0.354%**  -0.360** -0.304** - - - - - - -
0.910*** 0.527*** 0.979***  0.979*** (0.675*** 0.671*** (.582*** (595*** (.574%**
(0.149) (0.149) (0.137) (0.134) (0.135) (0.150) (0.144) (0.136) (0.137) (0.123) (0.121) (0.123) (0.133) (0.129)
Control variables
InGDPit 1.332%** 0.151 0.153 0.0750 0.0871 -0.0835 -0.0625 0.688*** 0.224 0.205 0.234 0.237 0.105 0.112
(0.223) (0.413) (0.293) (0.299) (0.266) (0.271) (0.258) (0.182) (0.410) (0.297) (0.303) (0.278) (0.263) (0.256)
InGDPjt 0.771%*** 0.678***  (0.635*** 0.693*** 0.652*** 0.810***  (0.780*** 0.752***  0.666***  0.650***  0.626***  0.605***  (0.734***  (.723***
(0.0330) (0.0424) (0.0414) (0.0553) (0.0542) (0.0491) (0.0505) (0.0305)  (0.0400)  (0.0390) (0.0559) (0.0573)  (0.0513)  (0.0534)
InDistCapij - -1.383*** - -1.202%**%  -0.968***  -1.256%**  -1.122%** - - - - - - -
1.324%** 1.198%** 1.201%**  1.254%**  1.082%**  1.082*¥** (0.910*** 1.096*** 1.031***
(0.0612)  (0.0590)  (0.0666)  (0.0662) (0.0746) (0.0674)  (0.0895) (0.0457)  (0.0457)  (0.0550)  (0.0550)  (0.0637)  (0.0546)  (0.0749)
InPOPIt 3. 576**%*  3.667¥*¥*  3.817*** 3.744%** 3.937*** 3,891 *** 1.468 1.580 1.217 1.181 1.278 1.265
(1.266) (0.926) (0.962) (0.862) (0.865) (0.824) (1.296) (0.970) (1.005) (0.930) (0.881) (0.858)
InPOPjt 0.164%**  (0.132%** 0.0749 0.152%** -0.0340 0.0132 0.151%**  (0.119** 0.143**  (0.192%*** 0.0512 0.0712
(0.0432)  (0.0495)  (0.0575) (0.0584) (0.0513)  (0.0540) (0.0420)  (0.0490)  (0.0583)  (0.0608)  (0.0536)  (0.0562)
Comcolony - -0.815*** -0.457** 0.150 0.256 - - -0.355%* 0.295** 0.355**
0.810%*** 0.624%**  (0,624***
(0.2112) (0.212) (0.213) (0.150) (0.169) (0.196) (0.196) (0.205) (0.146) (0.166)
Comlang 0.889*** 0.892*** 0.868*** 1.103%** 1.068*** 0.890***  (0.889***  (0.871*** 1.065***  1.049***
(0.0816)  (0.0818) (0.0777) (0.0984) (0.101) (0.0832) (0.0837) (0.0809)  (0.0970)  (0.100)
Comfront 0.725%**  0.716*** 0.786*** 0.863***  (0.899*** 0.652***  0.654***  (0.711%**  (0.840*** (.858***
(0.109) (0.106) (0.0996) (0.0939) (0.0913) (0.0999) (0.0988)  (0.0945)  (0.0905)  (0.0878)
GEi -0.0540 -0.0561 -0.0767 -0.0732 0.401 0.404 0.395 0.398
(0.389) (0.355) (0.327) (0.313) (0.376) (0.353) (0.333) (0.327)
GEj -0.0881 -0.148%** -0.336*** - 0.0361 0.000446 -0.164* -0.165%*
0.338%**
(0.0707) (0.0710) (0.0868) (0.0868) (0.0756)  (0.0767)  (0.0856)  (0.0858)
Intra-regional trade effect
EUMFTA_jj 0.616*** 0.309*** 0.427*** 0.146
(0.0811) (0.0945) (0.0861) (0.101)
North Africa -2.086*** - - -
Trade_ij 1.940*** 2.003*** 1 .937*x*
(0.206) (0.220) (0.192) (0.207)
Constant - -33.30*** - -35.50%**  -37.08*%** 34 56%** - -7.176** -13.36%* - -11.67%* -13.02%** -10.99* -11.55%*
18.37*** 34.86*** 35.55%** 15.271%**
(4.059) (7.273) (5.570) (6.235) (5.681) (5.501) (5.322) (3.395) (7.363) (5.634) (6.353) (5.989) (5.668) (5.646)
Country fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Time fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
R2 0.760 0.777 0.878 0.879 0.897 0.906 0.912 0.721 0.724 0.846 0.846 0.862 0.874 0.878
Observations 1,513 1,513 1,505 1,505 1,505 1,505 1,505 1,550 1,550 1,542 1,542 1,542 1,542 1,542

Note: Standard errors in parentheses and *** p<0.01, ** p<0.05, * p<0.1



Table 4. Estimating the effects of AfCFTA on Moroccan trade — PPML

Exports
(1) (2) (3)
Goods Agri-food Vehicles
Intra-regional trade effect
AfCFTA ij 0.199 0.437* 0.501**
(0.218) (0.227) (0.208)
Control variables
InGDPit 1.332%** 1.282*** 0.636%**
(0.257) (0.238) (0.197)
InGDPjt 0.809*** 0.721%** 0.700***
(0.0258) (0.0250) (0.0237)
InDistCapij -1.275%** -1.419*** -1.290%***
(0.0603) (0.0577) (0.0470)
Constant -18.00*** -15.78*** -4.536
(4.728) (4.306) (3.612)
Country fixed effects Yes Yes Yes
Time fixed effects Yes Yes Yes
R? 0.682 0.726 0.681
Observations 1,549 1,513 1,550
Note: Standard errors in parentheses and *** p<0.01, ** p<0.05, * p<0.1



5. Conclusion and policy recommendations

Free trade agreements play a pivotal role in global trade and economic development, though their
eventual outcome depends on the agreement type and countries involved. Two decades after the US-
Morocco Free Trade Agreement (USMFTA) took effect, evaluating its effect on Moroccan exports is
crucial for informed policymaking. The topic is particularly critical amid shifting and increasingly
fragmented global trade landscape.

This study analyzes the effect of the USMFTA on Morocco’s exports of goods in general, and two
strategic sectors: agri-food and automotive products. To do so, it employs a gravity model estimated
using the Poisson pseudo-maximum likelihood (PPML) method. The analysis draws on panel data from
2004 to 2023, tracking Morocco’s bilateral trade with its major partners to assess the sectoral impact of
the agreement and provide evidence-based insights for trade and industrial policy.

The findings show that the GDPs of Morocco and its partners positively impact goods exports, indicating
that trade intensifies economic wealth. Classic gravity model variables, such as population, common
language, and shared borders also enhance bilateral trade. In contrast, geographical distance and a
shared colonial past negatively affect trade, highlighting the limited role of historical ties and the need
for regional agreements and improved cross-border infrastructure. Additionally, the institutional quality
of partner countries, particularly government effectiveness, has a positive and significant effect on
Morocco’s exports. This underscores the importance of stable, well-governed trading partners and that
offer strong institutional environments, fostering more reliable and effective trade relationships. These
findings provide key insights for shaping Morocco’s foreign trade strategies and its integration into global
markets.

The main finding is that the USMFTA negatively impacted Morocco’s exports, especially in the agri-food
and automotive sectors. The agreement has not generated the expected gains in exports, revealing
asymmetries in its implementation. Two decades on, it has resulted in trade diversion, marginalization
of regional partners, and challenges for Moroccan industries unable to meet the U.S. market standards.
This underscores a major limitation of bilateral agreements, which often lack institutional alignment and
development support for smaller economies. In contrast, the EUMFTA has positively influenced
Morocco’s exports by reducing transaction costs, harmonized standards, and fostering market
complementarity. It also supports infrastructure integration, political cooperation, and shared
development goals, highlighting the importance of broader, more coordinated trade partnerships for
Morocco’s economic integration and export growth.

Furthermore, the AfCFTA had a positive and statistically significant effect on Morocco’s agri-food
products and vehicles exports between 2021 and 2023. By promoting a unified African market, it offers
Morocco a strategic opportunity to strengthen regional value chains. Unlike the USMFTA, the AfCFTA
emphasizes mutual benefits and collective bargaining, enhancing resilience external shocks. To
maximize these gains, Morocco should invest in productive sectors, diversify its markets, and improve
logistics. Leveraging synergies between the EUMFTA and the AfCFTA can help position Morocco as a key
pan-African trade hub.

Nevertheless, for the case of Morocco, the USMFTA remains strategically relevant: Morocco can serve
as a gateway for U.S. firms into African markets. By importing U.S. goods and re-exporting them under
AfCFTA if rules of origin are met Morocco can link U.S.—Africa trade. Its location, preferential
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agreements, and stable legal framework position it to attract U.S. firms seeking competitive access to
Africa (AfDB, 2022).

Thus, Morocco and other African economies should prioritize deeper engagement in the AfCFTA,
aligning national policies and investing in trade infrastructure and institutional capacity. This strategy
supports inclusive growth, competitive global integration, and long-term stability. Beyond bilateral
agreements, African countries must strengthen collective trade diplomacy by focusing on regional
negotiations. Accelerating the effective implementation of the AfCFTA would enhance their
negotiating strength with partners like the U.S., promoting more balanced agreements. This regional
strategy offers a more effective path for achieving equitable trade outcomes and greater economic
resilience across the continent.

Further, in the context of expected expiration of the AGOA, African countries need to adopt
multi-pronged trade strategy. Priorities include enhanced trade diplomacy in multilateral forums and a
more intentional pursuit of geographic export diversification, particularly with African and other
emerging markets. Such recalibration is essential for increasing the predictability of trade flows
and Africa’s economic resilience.
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Appendix

Table Al. Variable Definitions

Variables

Variable definitions and measures Sources

Interest variable: Bilateral trade

USMFTA_jj

Dependent variables
Goods exports

Agrifood exports
Road vehicles exports

Control variables
GDP_it

GDP_jt
DIST jj

POP_it

POP_jt

Comcol_ij
Comlang_ij
Comfront_ij
Government
effectiveness_it (GE)

Government
effectiveness_jt (GE)

Intra-regional trade
EUMFTA._ij

North Africa Trade_ij

AFCFTA_ij

Dummy variable: 1 if Morocco and US have a free
trade agreement; O Otherwise Authors

Goods exports from Morocco to its trading
partners in million USD

Agrifood exports from Morocco to its trading
partners in million USD

Motor vehicle exports from Morocco to its trading
partners in million USD

UNCTAD (2024)

Gross Domestic Product (GDP) for country of origin
in million USD

Gross Domestic Product (GDP) for country of
destination in million USD

Geographical distance between most populated
cities

(Km)

Population (POP) for country of origin in million
Population (POP) for the country of destination in
million

Dummy variable: 1 if countries have a common
colonizer after 1945; 0 Otherwise

Dummy variable: 1 if countries share a common
official or primary language; 0 Otherwise

Dummy variable: 1 if the countries border each
other; 0 Otherwise.

Government effectiveness for country of origin (-
2.5: bad; +2.5: good)

Government effectiveness for country of
destination (-2.5: bad; +2.5: good)

WDI (2024)

CEPII (2022)

WDI (2024)

Dummy variable: 1 if i and j belong to EUMFTA free

trade agreement; 0 Otherwise

Dummy variable: 1 if i and j belong to the North

African countries; O Otherwise Authors
Dummy variable: 1 if i and j are part of AfCFTA

agreement and O Otherwise

Source: Authors



List of countries included in analysis

Algeria, Angola, Australia, Belgium, Benin, Brazil, Bulgaria, Burkina Faso, Cameroon, Canada, Cape
Verde, Central African Republic, Chad, China, Comoros, Congo Democratic Republic, Congo, Cote
d’lvoire, Croatia, Cyprus, Czech Republic, Denmark, Djibouti, Egypt, Equatorial Guinea, Estonia, Finland,
France, Gabon, Gambia, Germany, Ghana, Greece, Guinea, Guinea-Bissau, Hungary, India, Ireland, Italy,
Japan, Jordan, Kenya, Latvia, Lebanon, Liberia, Libya, Lithuania, Madagascar, Mali, Malta, Mauritania,
Mauritius, Mexico, Mozambique, Namibia, Netherlands, Niger, Nigeria, Poland, Portugal, Romania,
Russia, Rwanda, Saudi Arabia, Senegal, Sierra Leone, Slovakia, Slovenia, South Africa, Spain, Sweden,
Tanzania, Togo, Tunisia, Turkey, Uganda, United Arab Emirates, United Kingdom and United States of
America.
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