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The Role of Governance in Attracting Foreign Direct Investment (FDI) Flows to Palestine:
Econometrics Approach for the period (1996-2017)

Abstract

This study aimed at identifying the role of governance in attracting foreign direct investment
(FDI) flows to Palestine during the period (1996-2017), by applying the Econometrics Modle, where
after confirming the stability of time series, the standard form was estimated by using ordinary least
squares (OLS), and with the help of the standard economic analysis program (Eviewss-9). The study
has concluded many results, the most important are: The Palestinian government is generally
interested in applying all the indicators of governance to a low level according to the classification of
the values Worldwide Governance Indicators (WGI).

The negative values of the governance index in Palestine recorded varying degrees during the
period (1996-2017) ranging from (1.08 - 0.54). These negative values fall under the so-called
negative governance. The results of the standard analysis proved that there is a positive significance
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impact of the governance index on attracting (FDI) flows to Palestine during the period (1996-2017).
The results of the study showed that there is a positive significance impact of the rule of law index on
attracting (FDI) flows to Palestine during the study period; this index is the most influential one on
attracting (FDI) flows to Palestine. As a contradictory to these results, this study found that there is a
negative significance impact of the political stability index and the absence of violence on attracting
(FDI) flows to Palestine during the study period.

The results of the study also demonstrated the absence of positive significance impact of other
indicators of governance such as (Voice and accountability, government effectiveness, regulatory
quality, control of corruption) on attracting (FDI) flows to Palestine during the study period.

In the light of the findings of the study, several recommendations has been made aiming to
intensify efforts to adhere to the governance indicators, in a manner that guarantees the provision of
an attractive environment for (FDI) flows to Palestine.

Keywords: Governance, Foreign Direct Investment (FDI), Palestine.
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