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Abstract: This study evaluates the performance of Palestinian foreign trade over
the past three decades. Following a specific export modeling it investigates the
impact of economic activity, represented by gross domestic product,
competitiveness factor, represented by real exchange rate, investment factor,
represented by total fixed investments, on trade ratio. It uses panel analysis
methodology throughout fixed-effects procedure to highlight heterogeneity
between Palestinian trade and those of a number of neighboring countries, Egypt,
Jordan and Syria. Fixed-effects empirical results denote to a significant decline
in Palestinian exports, under the impact of compulsory integration with the
Israeli economy. Generally, empirical results show a weak impact of economic
activity on export capabilities for the four countries. Distinctively, Palestinian
trade ratio impacted negatively by the growth of economic activity. While total
investments have a clear significant impact on trade in both Egypt and Syria,
they have a marginal one in the Palestinian case, in view of the absence of
independent economic policies.
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