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Abstract: This study aimed at identifying the most important determinants and economic factors affecting
inflation rates in Palestine during the period (2000-2014), in order to help in reducing its effects on the
Palestinian economy. The descriptive and analytical approach was used, by selecting a set of variables that
were expected to have an impact on the inflation rates in the Palestinian economy, as these factors were as
economic growth rate, interest rate, exchange rate, unemployment rate, money supply, wages, the inflation
rate in Israel, and the global inflation rate. Two statistical models were developed for West Bank and Gaza
Strip separately, based on quarter time series data for determinants of inflation in the Palestinian economy
for the period from 2000-2014. The results showed the significant impact of: (the exchange rate, the
Israeli inflation rate, the economic growth rate) on the inflation rate in the West Bank. In addition, it
showed the significant effect of: (global inflation rate, unemployment rate, the economic growth rate) on
the inflation rate in Gaza Strip. The other variables: credit facility, wage rate , and interest rate were
statistically insignificant. In light of this, the study recommended the necessity of issuing a national
currency to reduce the losses of the Palestinian economy due to the absence of the national currency, as
well as the pressure of imports and trying to find local alternatives by supporting the national product, as
well as the need to review trade and economic policies between the Palestinian Authority and Israel to
serve the development of the Palestinian economy.
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1. Sahadudhhen 1 (2012), A Cointegration and Error Correction Approach to the
Determinants of Inflation in India™.
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2. MarialAwouYol (2010), "Determinants of Inflation in Sudan: An Empircal
Analysis".
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3. Kevin Greenidge & Dianna DaCosta (2009), "Determinants of Inflation in Selected

Caribbean Countries".
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. Mohammad Rahimi & Mosayeb Pahlavani (2009), "'Sources of Inflation in Iran:
Application of the ARDL Approach™.
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Pakistan™.
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. Byung-YeonKim (2001), "Determinants of Inflation in Poland: A Structural
Cointegration Approach™.

lidg (1999 -1990) oo 55l Dla (gailsall slai@¥) & pdaill Clasae Jalas ) Ayl 028 o
(Zioty) Al Cipa jrad anbll Jylegll) oag chatiall e degenad digie ay Sl Hladiul
G oelae¥l Gl gl bl a8 haugiad el Sle Yol lie (sl
Gl oY) Jaedl bl aleslll dailyy & peliall ZEB0 pandall Slesl) (g y68) sl
Auhal) il iy BBy L (lalsy & ol slinay can) 39l (mped gmnlall Jijlesll) clailgy 8 4yel)
sl e W) Lald CallSll jen @y sy Sl (sl admill il 8 sl Cloasa o
LS b el 0 ol Waal g cadail) Jaee mnids ) ST Al OIS el Aleall dad ¢ L)) Ll
OS1 gl S alal) g ladlly Jaal) gl s Jlly coilgs b adcatl) o b (gl g peal) uil

paall Jane Sl il (ol 0 ) el g Uil o s B ademil) st e Y

. Samuel A. Laryea & Ussif R. Sumaila (2001), "Determinants of Inflation in
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Empirical Analysis™.
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Phillips Perron Test
) dy plf ddual) 36 plad
Variables
Level P-values . 1st P-values Leve P-values . Lst P-values
Difference | Difference
INF -5.56 0.0000* -6.07 | 0.0000*
GR -8.72 0.0000* -9.76 | 0.0000*
INT -2.23 0.1979 -7.83 0.0000* | -2.23 0.1979 -7.83 0.0000*
EXR -1.37 0.5889 -5.56 0.0000* | -1.37 0.5889 -5.56 0.0000*
UNR -4.10 0.0020* -3.57 | 0.0091*
INFis -5.10 0.0001* -5.10 | 0.0001*
INFwo -9.41 0.0000* -9.41 | 0.0000*

S5 gin vie paiall (<u ade ydy ¥
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il gl G Ayl < yuxie 48lS) (Unit RoOt) sasgll jia lasl il of (1) dsaadl DA (e eaaiig
(EXR) Capall jaus (INT) 5301 Jana (guiie slitinls (LeVel) (ssiwall sic dlal) lghsa 6 ASly
el Al o i 3y %5 digina (sime e oY) (seaall e (sSall Loyl Legl BEa3 Cus
iy 138y ¢ I~ (1) A1 Al e Alalie Lia)ll Jedld) muas of AT Gaa cdadll ai (e AlalSia

Al Jedbal) (o il JalSill sl aladial Adeldl e e

Bays sy il D) (s 55 Y1 Iyl e ol e Rl Jalil) LR @il —2
D) eha) 5 edanal) Gk (e AlelSie diajl) Judladl e o e Sl oan o e A IS el
waa3 dal e bl chsidl Gn Ja¥) dlsh AllS ADle 35ay (e Giaall il JalSall (guilaga
Likelihood Ratio ) elasll UKy Ay Je uvise cpailias) oppladl aladia) & Jalsill cilgatia aae
Maximum Eigenvalues  olasll 8aall 2l ladly (Ofrace) Trace test S sl Leag (Test
Gy <l dalsall Ll ehal & Cus ddadill ui ey plia¥) S o) Gus ((Omax) Test
2l Ciluca jall
Alalud) Glgaial it JalSs angs ¥ 4l e aii g :(Ho: 1= 0) Ljieall daia il
Y e dpse ddS a4l e oai gy (Hpr > 0) dbadl Gl

Al calgatial

Azl std\ Gyl gmilags au_\)};..\ Spaal Jalall Hlas) C_.Lu :(2) o) Jgan

| Hypothesized FRRTETRAT 5 gl
Trace Critical Value Trace Critical Value
- Sig Level = Prob. - Sig Level = Prob.
Statistic 0.05 Statistic 0.05

None 144.32 47.85 0.0000* 115.32 47.85 0.000*
At most 1 84.69 29.79 0.0000* 65.65 29.79 0.000*
At most 2 45.72 15.49 0.0000* 33.27 15.49 0.000*
At most 3 17.49 3.84 0.0001* 16.23 3.84 0.001*

5 (g5ise die dsjpall dpajdll byl s *

xie (Critical value) dsjall dedll e ST Trace HLad¥ dswsall dadll of (2) Jsaall (e s
JalSs aag adl i il ciliadd) Ayl iy Apieal) duzpdll Gadyi Lld Gl ligiaa) gues
Prob. i dagill ode b iy cilgatie 4 o ST i) JalSall clgaia sxe oy o7 + 1) yida
cabnal) cp Ja) dlgh 48 Al dgag el 1505 (%5 (e i LY ligiad) paen e

JelSs SlBle 3smg5 Auiadl Jdldl 0s€u e aaill aay tdaabidl) galadl) ualiy Jdad @il -3
Jaal pabidl) z3gall Jof i ehal & G Gaulidl z 3l oo & ecburial) on Ja¥) sl dlid
o Laydls sl lysadl jlasil had cBlales Ao Jgeanll @llyg (r3gaill b Aliiall il gaes
CBlagedll) (e IS 8 Jamy Lilaa] Al e chaiiall e 2 of ) @0 clal Gus alill il
Ge 2l ehals AT Bye il salels z3sall (po Waletind &3 SN (53 jeer ¢ 51 Jaea Lulay)
b i) @y sy ¢ culacdil sLai®Y) 8 kil Clanaal ol z3gal Joal Jgemsll aill cVslae
Al 23l e phal)
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gisall i 5 s zisa Jeadl Jeasl c¥slaall o aell sha) e duwad) bl gigai Yl
dise A rall Glagd) diph Lgyd e Gaally sl zisell Ladla e KB 2y cllyy )
foh WS i) cnilsd ale (KA 7 3gaill Bagag aniag

danpal) Aball wldl) 7 3gatll ks 5 2(3) ) Jpan

84 —

Dependent Variable: INF
Variable Coefficient Std. Error t-Statistic Prob.
C 0.565183 0.138505 4.080593 0.0001
INFis 0.628108 0.157375 3.991166 0.0002
GR -0.008131 0.002391 -3.400923 0.0013
EXR -2.127054 0.894032 -2.379169 0.0208
R2=0.29 Adj.R?=0.25¢ DW=155¢ F=7.4 « Prob.=0.000

p M (SN e A pal dball bl 73 sal) praay G
INFe = 0.565 — 0.0081GR - 2.1 EXR + 0.62 INFs + &;

O G s dedl oday (Adj. R? =0.25) cily Joed) aastll Jalas dad o (3) 48y Jsanll cusg
Al 8 pdmill Jae b dealall il e %25 ats Lo s kel z3gall & Al il
(oAl dalse ) gagi eb Al uwail) el cdupall

135 ¢(0.05) e 8 a5 (Prob.= 0.000) ddlas) e (7.4) il FLad¥) dad o Jaadls Sl
OSas w3l zigall o e 3y ) el o Tes Al il o iDle dlla of i
Aosina AN @IS o Aiieall yaiall Lgend) (B) LAY AdlaaV) dadll o ) ALYl 13 ey sl
Aslaa) Ao o k) zdsall b ALSIA) Alfisall S piial) gaen SN %5 e BT Y

shal by elldd Al isal 8 b lgaladiuly Laalell (real) eyl dayhe e slae¥) Ul iy
Bsag ndla e (aail) Chagy elldy cAariiall il diyha Jagpd (e (gaaill dalgll ClyLEAY) (e
el & wrall Gl diph byl e Giailly Gl @l Lo alae¥) B S k) 73l
T-statistic =—) dad o} ) e dagill culSs (T-test) Hlos) aladiul & Cus Ao @)laay!
G Ajiall Gyl by aral daill) s3a iy (P-Value = 1.000) Jlasy) dad oy (6.94E-16
e il ol pluall Bugd) o e dly 13 Gha gl Slall oleall Jasgiall (] i
<ulSs (Jurque— Bera) jlodl aladid &8 oandall gl jadall Zagalll s o) Jajd (e sl
Jsd Cnu ey ((P-Value = 0.593) &l Jwial (J-B = 1.04) sslss HLasy) dad of jads dal)
Aaial &5 Gy L anhll gl am )zl s ol Gle pab @) el Gyl
4.61) pdo Hlaa¥) dad of ) jeds o)) culss adll sgan culs eilad Jayd (e 3all (White) las)
el Al djiall ducadll Job aci dagill odag (P-value = 0.8663) Juisl (N*R-squared=
%l z3gaill Tadll gan 3 3 Jali)) AlSa a9 pae (e ganill Liads Uadll a5aa oils ailas e
(DW L) 13 ded Culy Cum o(3) By dpan b s Lempmss 5 I (DW) e e alie¥) 5
Aall AV aall cjglan Lo lldg (SN Lala V) A e S 2 3gall of Ll 228 ekiiy =1.55)
il Pl Jyds Gl Lad Wl L AUSE 238 e okal) z3saill gla Sl (dy = 1.52) ddsaal
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Variance Inflation ) olall sdiad dalee dad e slaie¥) & (2aie ad JAIS 25ag ade) Aliieal)
1
(VIF =

1-Rz2
Bl Gsin ) il Jalae aidl iy L saley i€l san ) adail) (ales dad ol LalS 4 Cum
Ciharial adaill Jalee s 23 385 (Studenmund, without date) Al saal Luladl il e 5
(iall paeal @llyg (VIF < 5) dad of ) i) i Cum o(4) oy Jsonl) 3 mage s LSzl
o) zasall Baga e Ja Les ¢ Jadll #1535V S e zasall Sla o mualy sdi5e 122

) ssie J0 U Aaleall DA (e i) szt Jalae il a3 ‘(Factors - VIF

(VIF) cplall adiat Jalaa qilus il :(4)ad) Jg2a

Variable VIF
INFs 1.14
GR 1.13
EXR 1.07

s ey Aplall (graall eyl dih Lagyd puend okl zisal) Giad Laadl Gus le DA ey
Lo Lajanadty aniltis e slae¥) oSay Ml ¢l JIa (gl e 43Dy akall z3galll B3ga o s
L@l ) a8l pe Cauliy

dual) dial) 7 igail oalai®Y) puudilly ciluadl) LEA)
Al dbdal) B adail) Jaag Juilpe) (B pddall) Jara o daph ABe agag 1 AgY) Al

i B Jihul st Jaee Jlaadl bad Jalea of ey ¢(3) Jsan B Al =i DA e
piaill Jaea 8ab3) @lld (6350 Cise %1 Jlaias i) S pdail) Jaee o) LIS 4 ey 1385 (0.62)
Gy bl Aot w3 138 (AY) Uil cihuid) @ili Jia (8 0.62 Jlate duwill diall
5 Aadill sda o) LS ool pdiaill e aea 5305 dans lalsl) lead gl of & Al 4kl
Rahimi & ) ((Yol, 2010) «(2009 «zseagl) (2011 zhall) leiay dpladl cluhall o el ae
Lagad daalic e dagill sdag .(Kim, 2001) «(Khan & Others 2007 ) «(Pahlavani, 2009
alen Loa LEHY) Sl ubaddl) sLaBY) dund sy 1305 ¢ cilacddl) Sl ¢ dSe Sl b
Ll a8 Cua 85N Goadl (3 Jlecdl Digaye bl Goadl (8 jlecly pdcaill 3)gicee sl
Hlaill s e %80 s oy duball 558 Pla sl w5l (e %66 Lo dgais iyl of e
bl PaaY) pe o5 dgidaddl) L lal)

Anal) dbal) & stz Jamay abaBY) gail) Jira G Lpk ABle agag 1A Al
o) il B ol el aadl lad elee of ey (3) dsas B il @l DA e
Jame 53L3) @y (5 s V90 100 Jhoker asball Sl Cuai aali WIS adl ey 1305 (0.0081
iphill ae dagll sda (ahiany (AY) Afad) Gl Gld Jls 8 sasg %08 laie il
Sl 5 claadlly alud) e alad) Olgua) Gllall 5L e dasy salll Jans 3345 o (b Loaleay)
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hall) (2013 (hand) :lgie Ahlull Cluhall o daal) e dail) o3 (345 IS cadmil) Jana g i)
Li i)y e calidn dagl) sda (K1 .(2007 « jeall) ((Rahimi & Pahlavani Yol, 2010 ) «(2011
dals (SQlals dgay Lkl (Greenidge & DaCosta  2009) «(Sahadudhhen, I 2012) :lea
Gy Gty 18l L) 435S Al DR (e Al Ly isdacddl) 2LaBY) diagadl i olld
Aali G ey JS Jlmn aide (mg il jlmall IS ¢ s (S8 iggenl) DY) U8 (o el
o chprll Dipe g yhas llg Ay peal) OGN Al o il Cual e SSY) a9l

Ol c¥ e

Lupl) didall b adatl) Jurag and) Cipall s Jima (m dauSe ABle agag sAAGY L)l

135 (—2.1) il B Copall jauw lant) bad Jalea of iy ¢(3) dsas 8 dabatl) 3 DA o0
Jaee (idl @y (635 Cigas 2aly i) JSs Jaa Vool Blae JSal) Ciyea oo adiy) LS 4l ing
Aoylail) ailsss Auhll dum b ae B 1305 (9AY) Aid) Chuid) @ld Jls 8 %21 ke adal
LS Olenl aid Jullg halgall 20l sedll 83b) o damy Capeall jw aliad) of 8 cdpalay)
)l (2012 ¢ »=3) «(Sahadudhhen, | 2012) :lgie bl Gluball (e waall ae G Lol
Balall gl b lgae CaBiasy o) LVl dalal)l Sl 3 (2010 «ospals sugl) (2011
Glaball (e vl lgae Ciiasy . (Kim, 2001)5 ¢ paidll da¥1 & (2010 ¢sn)ll) ¢ Sl slad¥ly
(Rahimi & Pahlavani, (((Greenidge & DaCosta, 2009) Yol, 2010) «(2013 ¢ i) :lgia
35S bl La@y) Al Jie & dgilaie dagill s3a a3y ¢(Laryea & Sumaila 2001) <2009)
lia L) (Gl dad (aliad) of Cus € IS8 hadl) o adias Lihu) sl Tl
o) Jlaad 0 Thlat dihal cre GlIs Adoal) Goadd) (e 53ygeal) piliadl Slaad @iy e Jany Y5l
e ) o e puny Cayeall e G B8 333y AU e QIR B o lly YAl Wl a8
A G aladl Jlaa) @l daas 32l
158 U g igai :Lals

Oo S 25 ISy U 2 3gaill oo w3 ol 7 3gal QY Jgemsll S¥laall (o maell ehia) ey
Pk S il il (gpraall layall Ak dag i e Gally 3kl 7 3saill Eadla

e g el caldll zasalll s @l 1(5) &) Jsa
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Dependent Variable: INF
Variable Coefficient Std. Error t-Statistic Prob.
C -3.107725 1.037474 -2.995472 0.0041
INFwo 1.472418 0.353613 4.163924 0.0001
UNR 0.070253 0.026985 2.603351 0.0118
GR -0.037112 0.016550 -2.242424 0.0290
R?=0.33 Adj.R?=0.29« DW=1.84« F=9.22 <« Prob.=0.000
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dna e U AB pundly Alfed) hariall Gn A jaui 8 z3sall slasial &5 La L

zisalll Baga Iy (grall Claall diph hgyd Gt sae lasl DA e elldy il 23l
SLas) ahasiul @5 ha ol Alsll lall Tavgsall o lasl dapd e Gaailly le (S8 Jlasy)
(P- = 1.000) JuasY) dai s (T-statistic =1.29E-11) ded o ) uds dagill culss (T-test)
@l Aol lal) Jaswgiall o (it Al Aujpeal) dacaill (iab) aael daiull o2 i Cus (Value
Jurque— ) [Laal st & aadall aisll o) zisall Gl gl Lyd e 3eaill GlISs L pen
«(P- Value = 0.942) & Juasl (J-B = 0.11) (gloss ,Loa¥l dad o} i dagwll <l (Bera
o Ll « il it okl gz 3gaill gy of (Ao paly 53 carall Gl Jo @y (g e
OLaaY) dad of ) s o) clKs Uadll sgan cpls Gailas Jayd e @aaill (White) jlasl aladi
Ljpall docajdll Joid ac s dnill s2ay (P-value = 0.4108) Jlasls (N*R-squared= 9.29) als
zasall Wadl) s 3 03 dals)) AAa dgag pre (e aailly Uadll agan cpls Guilas Lo ati
(DW  JLaa¥l e ded caly Gus 5) dsas B e 8 WS (DW) dad e slaeV) & )l
S aall eijglan el ety ¢ I LlayY) Ahs e JA 3l o dadil) o3a gl Cus =1.84)
ohd Jalal Aay sl Lady A o3a (go 3kl zigalll sl UL (dy = 1.52) &dsaall deal
adal Jalea A o aldieWh o) 23l b Aliesdl bl G Wasag pde (pe (3l o5 axial)
Cilsd zhgal)l il adaill Jalee s 23 384 ¢(Variance Inflation Factors — VIF) il

QJ.. X G:,td\
(VIF) Culall PERE, Jalee ls C_al.u Zas :(6)dy;
Variable VIF
INFwo 1.03
UNR 1.05
GR 1.02

zaly ydise 13y (huriall paeal @llig (VIF < 5) dad o I (6) Jsaall 8 bl juds Cam
o) 3l g o Ja Las ¢ ladll 250V Al e z3sal) sla o
1305 Apalell (yreall clasyall Ayl Lagpd gpead akall zisalll Gad Baadl e Lo DA e Julls
L janadiy anilis e alaie¥) ey Ml ¢ ol QA (gl (o 4Dy 5ol z35alll 335a e maaly i
- slaBY ) gl aa ansliy Ly

158 g Uad g dgail oulal®Y) juuadilly Ciludasdl) sl
B pUsb b aduaill Jarag allal) pdail) o o Lph ABe 3929 1A L)l
i 8 bl sl Jaee Jlasi) dad e of i ¢5) s 8 didaill i DA e
gl adcaill Jaee 52L3 Gl (6350 Cagn %1 akar callal) pdatl) Jana oy Ll asl iy 1385 (1.47)
Aphill e dail) oda 385 Cus (AY) Wil Chuidl Gl Ja 8 sy %147 lsie 8¢
e Al sda 30 NS ¢ adll adail) (grine ad) Lo dany @lyygial) Slend gl of A Gl
Rahimi & ¢((Yol, 2010 (2009 «zseadll) (2011 «zhal) :lgiay dabadl Cluball (e 22l
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