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The gravity model of international trade (A case stady:
ALGERIA and her trading partners)
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Abstract

This study aims to determine the factors affecting the trade exchange of Algeria with its most
important customers during the period (2000-2018). For this purpose, the gravity model was
used with the panel data analysis methodology.

After applying the gravity model that includes per capita GDP, population size and distance
between the countries under study as explanatory variables for the volume of Algeria's
exports to these countries, the study concluded that the per capita GDP of Algeria and the
importing countries has a positive relationship with the volume of exports, unlike the rest of
the variables. (The size of the population, whether for Algeria or its customers, and the
distance between them), which was an inverse relationship
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regress logexp logpop logpibhab logpibhabdz logpopdz logdist

Source 55 daf MS = 114
8 - 94.51
Model 28.4554744 5 5.69109488 Prob > F = 0.0000
Residual 6.50330676 108 .060215803 R-squared o 0.8140
Adj R-squared = 0.8054
Total 34.9587812 113 .309369745 Root MSE = .24539
logexp Coef. Std. Erxrrx t P>|t 95% Conf. Interval)
logpop -.0609965 .0732953 -0.83 0.407 -.2062805 .0842874
logpibhab 1.025904 .0691438 14.84 0.000 .8888492 1.162959
ogpibhabkdz 7.933939 1.445772 5.49 0.000 5.068167 10.79971
logpopdz -6.153541 1.42358 -4.32 0.000 -8.975324 -3.331757
logdist -.0398379 .0708066 -0.56 0.575 -.180189 .1005131
_cons 20.28137 6.261007 3.24 0.002 7.870966 32.69177
C;quh )6}“ E}j‘
xtreg logexp logpopr logpikhal logpikhabkbdz logpopd=z logdist, fe
Fixed-—-effects (witk ) regression Numkber of obs 114
Group wvariakle: i Number of groups = &
Cbhs per group:
0.5574 mi i3
0.7546 awvyg = 19.0
0.5701 max = 19
F(5,103) 25.94
orr{u_i, Xb) = —0.9717 Prob > F = 0.0000
logexp Coef. Std. Err T P>t [25% Conf. Imntervall]
logpop —2.195373 2.450619 —0.590 0D.372 —7.055598 2.664853
logpibhab 1.365095 SATTZE16 T.70 D.000 1.01349%9 1.716691
logpibhabdz 8.0B85362 1.460322 5.54 O.00OD 5.189157 10.98157
logpopdz —5.5983105 1.531726 —-3.591 O.00OD —5.02052¢ —2.545291
logdis=st —.0364679 -.0765116 —-0.47 D.636 —.1850038 -.116068
_cons 34.28911 14.41399 2.38 D.019 5.702361 62.87585
sigma_wu 1.3318464
sigma = .23337639
rho . 97020995 (fraction of wariance due to w_1i)
F test that a&ll u i=0: F(5, 103) = 3.28 Prokbk > F = 0.0086
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. treg logexp logpor logpikbhal> logpilbhaldz logpopdz logdist, =
ndom—effects 114
oup wariable: &
= 0O.54939 = is
= D0O.265% = is.0
= 0.8112 = 19
= 196 .52
-] = 0 (assumed) = 0.0000
logexp Coe=f. Scd. Err. = Fx|l= [25% Conf. Imnterval]
1 ogpop -0042284 -1269087 0.03 0.973 —.2445082 -2529649
ogpibhab 1.157673 -1215603 9.52 0O.000 -9194194 1.395927
logpikbhalbd= T .B824685 1.38306 5.66 Oo.000 5.113938 10.53543
logpropd= —6&.331015 1.ZF691E89 —da .62 O.o000 —9 .014577 —3.64745=
logdis=stc —.D04354223 -0TAZTEL —0 .58 0O.559 —.1550047F -10zZ16
20.93336 6.033294 3.47 0.001 ©.108317 32.75839
-11443TFTTT
23337639
-19384099 w1}

- hausman fixed random

(k) (B) (b—B) sgrt (diag(V ¥
fixed random Differences S.E.
—2.1953T73 -0OD4z2z284 —2.199801 2.44T73351
1.365095 L.157673 2074216 -1290421
j= B .0B5362 T.B824685 26068783 -468T0OEG
logpopd= —5.9832109 —6.231015 . 3479059 -6E66623
logdistc — . 03564679 —. 0434223 -0OD0D65545 -D1995358
= consistent Ha; obtained from xtreg
B = obtained from =Xtreg
Test: Ho:

t positiwve definite)

Mﬁ_w‘.’.b‘. )\.\.4\ ﬁ.\&.’i :3(.3) é’;ﬂ-\

. xtpese logexp logeor logeikhabk logeikbhabdz logpopdz logdist , corri{azl)

Prais—-Winsten =standard err ),
wvariabl i 114
t (=)
correlated (balanced)
common AR (1) 19
i9
1o
Escimated = 231 O.8442
Escimatsed = 1 a5 .05
Escimated = (=] O .0000
Coef. = B>l = [ Interval]
— . 0583025 R 1 R —0 .44 D.&&62 — . ZF19907= -20=>>024
1.087246 -A5zZa87T9 FT.ASZ O .0oo0 -TEE3ITT 1.386119
5.5220593 Z2.435021 Z2.84 O.004 2.148039 11 .62315
—5.367274 Z2.4F717T37T —2.17 0O.030 —10.21179%9 —.5227595
—.0401057 -0326126 -1 .23 o.219 —-1040252 -0238137
A7.74173 11 .48115 1.55 o.122 —4.760917 40 .24437
-56576

' Least Squares Dummy Variable Model
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