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Abstract

The Palestinian external trade over the period experienced a steady
growth in imports, especially in the wake of the periods of suppression or
witnessed a severe shortage, meanwhile exports started to grow slowly in
the last decade and in recent years in particular. This study investigates
the effects of the two components of foreign trade imports and exports on
economic growth, once for merchandise trade and another for all trade by
using econometrics analysis connects imports and exports to economic
activity represented by GDP as a proxy for economic growth once and on
development proxy of GDP per capita another one .Also, it examines the
nature of causality between both imports and exports and economic
growth and gdp per capita as an indicator of development. Mainly, study
concludes a significant noticeable positive effect for imports growth on
GDP, meanwhile exports growth not affecting GDP significantly.
Considering total foreign trade including services we found a better
performance of trade growth on economic growth. Distinctively, Granger
Causality test shows a unidirectional causality from total imports on
economic growth and from GDP per capita on total imports. This study
recommends a number of policies which guide foreign trade so as to
promote and serve the growth in economic activity and development in
Palestine.

Keywords: Imports-Exports, Economic Growth-Development, OLS,
Causality Test.
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OLS estimation

Explanatory Variables Alad) 5 lal) A1gY) 5 jlail)
ALIMP (0.3671) 0.4389
Sl gl el (.1461) (0.1356)
*(2.5012) *(3.2377)
AEXP 0.0594 0.1385
@l jaball & saill (0.1323) (0.0917)
(0.4491) (1.5092)
hany) Gasill Gl s
Diagnostic Statistics
R’ 0.3352 0.5122
2l Jalee
Adjusted R 0.2961 0.4832
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Loglikelihod (LL) 24.5814 27.5229
b1 Jlaia¥) Al
Dw 1.7484 1.8635
O sy ()2
Se 0.0702 0.0614
Sl (5 bl Uadl)
N.o.B 19 19
Gl yiall dae

Figures in parentheses denote to standard errors an T test values,

respectively.

-* denotes statistically significant at 5%

-These results computed using Eviews 7.1 software.
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pc Dependent variable: ALGDP

. Jandy) Adolea ya85 peilis
Aiiaal) &if_ysal) Jaa) Hilas i g
. OLS estimation
Explanatory Variables Tl 5, < 5l
ALIMP 0.3741 0.3820
Sl sl o saill (0.1291) (0.1387)
* (2.8976) * (2.7538)
AEXP 0.0802 0.1543
Gl jaball A& galll (0.1164) (0.0939)
(0.6891) (1.6435)
Slasyl paill il jdisae
Diagnostic Statistics
R’ 0.5745 0.5776
sl Jalaa
Adjusted R? 0.5495 0.5527
Jazall 2asill Jalza
Loglikelihod (LL) 27.0191 27.087
alie 1 Jlaia ) Al
Dw 1.2510 1.4008
O (R
Se 0.0647 0.0615
Dl s el Uadl)
N.o.B 19 19
Gl Hiall aae
-Figures in parentheses denote to standard errors an T test values,
respectively.

-* denotes statistically significant at 5 %
-These results computed using Eviews 7.1 software.
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Ayl s (sl e
Obs F- Statistics Obs. F-Statistics
GDP does not Granger 18 1.0921 (0.3640) | 18 3.2765* (0.0704)
Cause Exports
Exports does not Granger 2.0812 (0.1634) | (0.1374) 3205 2.
Cause GDP

Imports does not Granger 18 24851 (0.1219) | 18 6.8169*  (0.094)
Cause Exports
Exports does not Granger 4.4210* (0.034) 1.5489 (0.2493)
Cause Imports
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Cause GDP
GDP does not Granger 0.8392 (0.4542) 1.4572  (0.2685)
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Cause GDPpc
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@l
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ADF unit root Tests Statistics for Annual Data (1995-2014)

w‘ %J&‘ B _kadl) FLEN 1

i Log Level
Variables
Constant Constant +Trend
gdp 1.1815 -2.4478
gdppc -2.7788 -2.7916
imp 0.4798- 2.0707-
exp 0.0724 -0.9417
First Difference
Constant Constant +Trend
gdp -2.766* -3.82008**
gdppc -3.9922%* -4.27505%%*
imp -3.5957** -3.6948%*
exp -3.1263** -3.61336%*
**and* denote to the rejection unit root at 1% and 5% or 10% significant level,
respectively.
DY) ade Ay Jlaa i LEY)
Al A A Bl s 2
. Log Level
Variables
Constant Constant +Trend
gdp 1.1815 -2.4478
gdppc -2.7788 -2.7916
imp 1.0003555 0.64856-
exp 1.3442 -0.2755
First Difference
Constant Constant +Trend
gdp -2.766* -3.82008**
gdppc -3.9922%* -4.27505%*
imp -3.2721% -3.4625%*
exp -2.647* -3.08533*

* and** denote to the rejection unit root at 5% and 10% significant level, respectively.

DY) ade A 5 Jlaay <l jLEY)
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2014- 1995 553l & dgighadall <l jaball 5 o) gl 5  Alaa¥! ol & 2(2) Jgaa

) s
@, _alall @iy ol < JAL:A.“ @iy .,n < alall i) ] Al ULA\ i)

A ] dgaadl) dgaadl) Al dald) g;u?‘z1 ey

3l ?

751 | 2255.7 2733 | 384.8 | 477.7| 1870.9 | 1434.6 | 3212.4 | 1995
807.8 | 27252 293.1 | 137.1| 514.7 | 2588.1 | 1554.6 | 3232.8 | 1996
876 | 32203 281.5| 503.1| 594.5| 2717.2 | 1697.5 | 3744.5 | 1997
994.8 | 3344.8 3944 | 5058 | 6004 | 283919164 | 4197.7 | 1998
1039.4 3567 4747 | 5183 | 564.7 | 3048.7 | 2005.5 | 4534.5 | 1999
1012.4 | 3269.7 4729 | 5482 | 539.5| 2721.5|1701.6 | 4146.7 | 2000
574.9 3069 180.1 | 674.8 | 394.8 | 2394.2 | 1465.7 | 3810.8 | 2001
5243 | 2473.8 1969 | 6733 | 3274 | 1800.5 | 1229.9 | 3301.4 | 2002
627 | 2693.2 259 | 5733 368 | 2119.9 | 1351.7 | 3600.5 | 2003
641.1 | 3337.8 2404 | 601.3 400.7 | 2736.5 | 1429.6 | 4198.4 | 2004
717.1 | 3618.4 282.4 | 503.7 4347 | 3114.7 | 1559.5 | 4559.5 | 2005
710.3 | 3805.7 259.9 | 560.3 450.4 | 3245.4 1476 | 4322.3 | 2006
1016 | 4567.3 369.5 | 742.6 646.5 | 3824.7 | 1538.1 | 4554.1 | 2007
1164.5 | 4739.2 496.1 | 836.4 668.4 | 3902.8 1605 | 4878.3 | 2008
1210.6 | 5066.8 579.3 | 931.1 631.3 | 4135.7 | 1656.7 | 5239.3 [ 2009
1496.8 | 5461.7 835.7 | 1142.8 661.1 | 4318.9 | 1702.1 | 5724.5 | 2010
1802.6 [ 6532.1 954.6 | 1058.2 848 | 5473.9 | 1858.7 | 6421.4 | 2011
1898.6 | 7165.1 649 | 1031.5 | 1249.6 | 6133.6 | 1925.3 | 6797.3 | 2012
2071.8 6804 938.7 | 987.9 | 1133.1 | 5816.1 | 1793.3 7477 | 2013
2297.9 7881 1040.3 | 1229.3 | 1257.6 | 6651.7 | 1734.6 7449 | 2014
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Glaball 5 alajliglh g ajall Mea¥) Asall w5l 5 Meal) dsall 2300 oo JSE gaill @¥ans 3(3) Jy2a

Al
. Agdppe Agdp
‘:.\.\)\J;SA:I:é Sl ) ¢_,-"?A jfﬂ\ "‘JA':S‘:E:L‘:{X"AJ : M‘Sﬁﬁ s+ &) giadll
Al S S | ) L) g | s pall e

1995

0.2081394 0.075632 0.083647 0.0063504 1996
0.1816747 0.084427 0.091921 0.1582838 1997
0.038661 0.135616 0.128954 0.1210308 1998
0.0664315 0.044833 0.046493 0.0802344 1999
-0.083347 -0.025977 -0.15153 -0.0855221 2000
-0.061382 -0.432141 -0.13863 -0.0810042 2001
-0.193939 -0.088015 -0.16088 -0.1336727 2002
0.0886895 0.19588 0.099032 0.0905979 2003
0.2393435 0.022488 0.057631 0.1660603 2004
0.0840673 0.118546 0.090865 0.086009 2005
0.0517632 -0.009483 -0.05354 -0.0520232 2006
0.2001209 0.430382 0.042073 0.0536289 2007
0.0376371 0.146161 0.043495 0.0711886 2008
0.0691256 0.039588 0.032212 0.0740012 2009
0.0779387 0.236412 0.027404 0.0926078 2010
0.1959829 0.204303 0.092004 0.1217399 2011
0.096906 0.053256 0.035831 0.0585386 2012
-0.050397 0.091225 -0.06856 0.0999956 2013
0.1582892 0.109132 -0.03273 -0.0037448 2014

(2) Jsaa clily (a‘JA.\.uIIJ Y azall sda Cus

2016 «(9)30 daal) (¥ p slall) SlaS o) Anals Alaa




