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Measuring The Gap between Algeria's Actual Exports and its Estimated Potential:
An Application of The Gravity Model (1995-2024)
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Abstract:

This study aimed to measure the gap between Algeria's actual exports and its estimated potential
towards a group of its European trading partners, relying on the gravity model and estimating it using
the PPML methodology over the period 1995-2024. The study's results showed that the gross
domestic product (GDP) of Algeria and its trading partners contributes to expanding the volume of
Algerian exports, while geographical distance represented an obstacle to international trade. As for
the exchange rate, it demonstrated a limited influence in explaining Algerian exports. These findings

confirm, on the one hand, the gravity model's ability to explain the determinants of Algerian exports
during the study period, and on the other hand, they demonstrated the existence of disparity in

Algeria’s ability to exploit its export potential from one market to another.
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