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Abstract:

This study analyses Palestinian foreign trade using the
gravity model over 1995-2025, focusing on five trading
partners: Israel, Egypt, Jordan, Tiirkiye, and China. Panel
data were used to estimate separate export and import
models. The Driscoll-Kraay estimator addressed
heteroskedasticity, serial correlation, and cross-sectional
dependence. Results show high explanatory power, with
R-squared values of 95.4% for exports and 95.2% for
imports. Partner-country GDP had a positive and
significant effect in both models, with elasticities of 1.078
for exports and 0.951 for imports. Palestinian GDP had a
negative and significant effect on exports but was
insignificant for imports. Distance had a positive and
significant effect, contrary to theory, possibly reflecting
greater trade with distant partners. Trade agreements had
negative significant effects on both exports and imports,
while closures had no significant effect on exports but a
positive effect on imports. The study recommends trade
diversification, stronger domestic production, improved
infrastructure, and reform.

Keywords: Gravity model, Palestinian foreign trade,
Exports, Imports, Trade diversion.
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Variable Mean Std. Dev. Min Max N
In_exp 5.2635 4.499 0.571 15.1431 | 155
In_imp 5.6542 4.1584 1.3083 14.8112 | 155

In_gdp_partner 5.5252 2.0178 1.9021 9.8781 | 155
In_gdp_pal 8.995 0.5905 8.0965 9.6883 | 155
In_dist 5.0917 2.4969 1.0986 8.3949 | 155
trade 0.7935 0.4061 0 1 155
Cross 0.5161 0.5014 0 1 155
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Variables In_exp | In_imp | In_gdp_partner | In_gdp_pal | In_dist | trade Cross
In_exp 1
In_imp 0.9981* 1
In_gdp_partner | 0.8935* | 0.8753* 1
In_gdp_pal 0.1229 | 0.137 0.3133* 1
In_dist 0.6488* | 0.6593* 0.5711* 0 1
- - ) . . -
trade 0.5720% | 0.5674* 0.4102 0.3413 0.5611* 1
- - * B
Cross 0.0045 | 0.0029 0.0112 0.2242 0 0.0154 1

2l %10 (%5 Y%l vie Gyl Ligiaa ) juda ¥ o FF o FEF LI

duhall cbly e olaeWh Enldl dlae) e jaadll

S i Lae (0.998) Glajlglly chalall cm dald cduyall clyiatia alara (g g QlEBle 2gag il Y ddghian el
et Laiy Adlad) 4yl ae Galg (0.87-0.89) «bill el Zilllg Blaill G gl Al ek LS Jle g)lad JalSs
Llaall ey Cuhldl) SLaiBY) dpaguad (S 8 dadgia pe daiii (0.65-0.66) 3lailly daluaad) (pn dulagy) dBkal)

S5y el e Gl (S0 e

(601) | (2025 — 1995) Bl J5is Awilall g d5ai plaiials Aishaeddll Lp al) SlaZl ula :agyailly e s | 2026 (96) 33al (9) sl | (palal) i) Zal) dlnal



http://www.ajsp.net/

LBl

ISSN: 2663-5798 || Arab Journal for Scientific Publishing Cgnally Gudal) 3ad) — goualdl) alanal)

22026 — J oY) e — 2 1 laa) fo
OO v T 5SCO I

“\'l TN Yy Fome g mah  Goow

www.ajsp.net

£ saill Lo dsal) cfLasy)

zisaill duadidl) )Lasy) ¢ (5) Js>

Diagnostic Tests | Tests used | statistic (Prob.) statistic (Prob.)
(X) (M)
Heteroskedasticity | Modified 17.051 | (0.004)*** | 37.742 | (0.000)***
Wald test
Autocorrelation | Wooldridge | 42.861 | (0.000)*** | 6.092 (0.015)**
test
Cross-Section Pesaran CD | -2.097 | (0.036)** 1.041 -0.298
Dependence
Normality Jarque- 11.048 | (0.004)*** | 10.869 | (0.004)***
Bera
Multicollinearity Variance
Inflation
Factor
Ln_GDP; 1.74 1.74
Ln_GDP, 1.17 1.17
Ln_DIS; 1.57 1.57
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In_gdp_pal -0.181 0.046 -3.96 | 0.000 -0.186 | ***
0.000 | 0.140 -

In_dist 0.199 0.029 6.84 0.258 e
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Cross 0.04 0.027 1.48 0.15 —0.11 | pine s
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