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—900.44** | —583.56 | —710.42** | —726.67 | —884.64**

-2422.34 |-2948.94***| -739.65 -1,696.53| -2,065.34** | constant

(-:3.07) (-2.58) (-2.00) (-2.30) (-2.49)

98.75 120.21*** | 70.36 85.66*** 78.42 95.47%** 77.78 94.69*** 83.53 101.69*** GDP

(8.08) (7.04) (7.17) (7.20) (7.45)
-11.27 | -13.73*** -4.19 -5.10 —4.78 -5.82* —6.38 S1.77** Distance
(-3.69) (-1.63) (-1.80) (-2.20)
1,122.23 | 1,366.19** 776.15 944.88 interest
(2.01) (1.63)
Relative
2,477.43***| 944.83 | 1,150.23*** | 1,003.06 |1,221.12***| 986.61 | 1,201.09*** | 1,344.88 | 1,637.25***
Wage

2,035.03

(4.61) @72 (2.89) (2.85) (3.25)

2,429.62 | 2,957.80** 983.67 1,197.51 | 1,607.95| 1,957.51* | Sector size

(2.28) (1.15) (1.75)
Trade
4,363.74 | 5,312.38*** | 3,666.94 | 4,464.10*** | 3,466.77 | 4,220.42*** | 3,154.28 | 3,839.99***
intensity
(4.52) (3.56) (3.36) (3.06)
12.54*** 37.54%** 26.22%** 23.99%** 24.55*** |Chi-squared
(df.=5) (df.=3) (df.=4) (df.=5) (d.f.=6)
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TRADE SECTOR  WAGE INTEREST  DISTANCE  GDP FDI

All manufacturing

1.00 FDI
1.00 0.74 GDP
1.00 0.27 -0.05 DISTANCE
1.00 0.10 -0.23  -0.34 INTEREST
1.00 -0.55 -0.13 0.13 0.45 WAGE
1.00 0.19 -0.40 0.10 020 0.29 SECTOR
1.00 0.19 0.44 -0.28 -0.29 024 0.68 TRADE
Food products...
1.00 FDI
1.00 0.72 GDP
1.00 0.27 -0.07 DISTANCE
1.00 0.10 -0.23  -0.38 INTEREST
1.00 -0.55 -0.13 0.13 0.41 WAGE
1.00 -0.28 -0.06 0.18 -0.13 -0.11 SECTOR
1.00 -0.06 0.46 -0.30 -0.31 0.22 0.69 TRADE
Textiles and leather...
1.00 FDI
1.00 0.37 GDP
1.00 0.27 -0.20 DISTANCE
1.00 0.10 -0.23  -0.16 INTEREST
1.00 -0.55 -0.13 0.13 0.34 WAGE
1.00 -0.24 0.08 0.10 -0.03  -0.05 SECTOR
1.00 -0.05 0.40 -0.26 -0.24 0.15 0.91 TRADE
Wood products...
1.00 FDI
1.00 0.14 GDP
1.00 0.27 -0.20 DISTANCE
1.00 0.10 -0.23  -0.41 INTEREST
1.00 -0.55 -0.13 0.13 0.40 WAGE
1.00 0.39 -0.33 0.15 -0.03 051 SECTOR

1.00 0.06 0.35 -0.11 -0.30 0.15 0.63 TRADE
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(1) oy Gebe oo
TRADE SECTOR WAGE INTEREST DISTANCE GDP FDI
Paper products...
1.00 FDI
1.00 081 GDP
1.00 0.27  0.06 DISTANCE
1.00 0.10 -0.23  -0.16 INTEREST
1.00 -0.55 -0.13 0.13 0.27 WAGE
1.00 0.28 -0.22 0.08 0.08 0.5 SECTOR
1.00 0.11 0.50 -0.28 -0.36 0.09 0.62 TRADE
Chemical products...
1.00 FDI
1.00 048 GDP
1.00 0.27 -0.11 DISTANCE
1.00 0.10 -0.23  -0.16 INTEREST
1.00 -0.55 -0.13 013 024 WAGE
1.00 0.03 -0.34 -0.03 0.14 0.0 SECTOR
1.00 0.18 0.44 -0.31 -0.34 0.21 0.40 TRADE
Nonmetallic minerals
1.00 FDI
1.00 0.12 GDP
1.00 0.27 -0.20 DISTANCE
1.00 0.10 -0.23  -0.14 INTEREST
1.00 -0.55 -0.13 0.13  0.09 WAGE
1.00 -0.15 -0.14 -0.08 -0.11  -0.07 SECTOR
1.00 0.03 0.22 -0.05 -0.33 0.16 052 TRADE
Basic metals...
1.00 FDI
1.00 0.15 GDP
1.00 0.27 -0.12 DISTANCE
1.00 0.10 -0.23 0.20 INTEREST
1.00 -0.55 -0.13 0.13  0.05 WAGE
1.00 0.19 -0.21 0.04 -0.08 -0.16 SECTOR
1.00 -0.05 0.37 -0.18 -0.37 0.10 0.23 TRADE
Metal products...
1.00 FDI
1.00 0.39 GDP
1.00 0.27 0.07 DISTANCE
1.00 0.10 -0.23  -0.22 INTEREST
1.00 -0.55 -0.13 0.13 0.42 WAGE
1.00 0.41 -0.41 0.04 0.39 0.66 SECTOR
1.00 0.45 0.42 -0.27 -0.23 0.32 0.65 TRADE
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" iyl dslall g8 & FDI ald) ! " Tobit il gl (V) @By Goele
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Wlominag Cid-! doliw Slrgunilly &adly Slg bty 49141 sk
Luld) Olegaallg
IVb IVa 1" 1b Ia
. . . AL
gl A gt ;, gl ; gl . Aoy
eI R SIS :
exes Oy gart | OS] OS] o | S L st
ME ML s ME ML ps¥| ME ML phs¥1| ME s e
M.L
8145 | -2534** | 8244 | 25648 | 5242 | -146.78%* | 29322 |-547.34*%| 50016 | -93363* | constant
(2.32) (-1.48) (217) (-2.05) (-1.89)
148 | 46m 148 | 461 | 187 | 524% | 2821 |5267%*| 2066 | 55.36%* GDP
(2.23) 2.12) (4.96) (6.83) (7.29)
043 | 132¢ | 043 | 133 | 075 | 210 | 460 | -875**| 505 | 043 | Distance
(-1.95) (-1.92) (-4.20) (-3.36) 3.77)
0 0.74 232 | 3248 | 90.96% 814 151.95 interest
(0.02) (2.01) (0.48)
7017 | 24631 | 7956 | 24752 | 4597 | 12873 | 53143 | 992 | 624.81 | 1,166.32% RSJZSZE
(2.19) (1.99) (3.40) (3.65) @3.73)
2,366.81 | 7,363.42%% | 2,377.14 | 7,395.55% | 713.58 | 1,008.03%%* 2,387.28 | 4456.26* | Sector size
(1.99) (1.87) (3.26) @
47.64%%% 47,655 14,7874 187,525+ 1,74.73 |Chi-squared
(4.02) (4.01) (4.36) (5.44) (5.47)

AR @w&wx&&;wz%ﬂéd*

A ai};,ug;ww@l.bﬁag)agcuﬁ*

7 @w&ww@%lﬁﬂéd*
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bllally eoedlly dgle Sy &gt ool ety deldally wloeiiag 3yt
Vb Via Vb va
skttt aldiens sl SEaY! s sl oy s sl ey
M.E M.E M.E M.E M.E
M.L plas ¥l M.L wlas ¥ M.L wlas ¥
-87.86 -189.24 -131.22 -282.63 -314.51 -587.09*** -311.34 -581.16*** constant
(-0.93) (-0.68) (-3.47) (-3.45)
9.56 20.59%** 9.67 20.82*** 9.84 18.37*** 9.79 18.28%** GDP
(3.22) (3.26) (7.69) (7.64)
-2.15 -4.63** 2.1 -4.51** -0.79 -1.AT** -0.79 -1.48** Distance
(-2.11) (-2.09) (-2.54) (-2.56)
0 36.72 79.09 155.52 290.31*** 152.71 285.07*** interest
(0.29) (2.66) (2.61)
167.78 361.37* 186.18 401.01* 235.32 439.26*** 228.87 427.22%** R\i;:g:e
(1.78) (1.66) (3.64) (3.45)
—96.6 —208.05 257.27 480.23 Sector size
(-0.09) (0.37)
141.11%%* 140.63*** 60.74%%* 60.58*** [Chi-squared
(4.93) (4.88) (5.50) (5.51)
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-82.76 -257.46** -72.93 -226.91* 118.61 207.56** -21.86 -38.26 constant
(-2.21) (-1.85) (2.01) (0.07)
1.48 4.59%* 1.39 4.32*%* 8.46 14.81* 8.53 14.92* GDP
(2.37) (2.18) (1.92) (1.83)
-0.5 -1.57* -0.48 -1.51* -3.54 -6.19** -3.57 -6.24** Distance
(-1.89) (-1.74) (-2.27) (-2.24)
64.76 201.48** 60.06 186.84** 75.86 132.75 interest
(2.35) (2.16) (0.37)
46.91 145.95** 43.76 136.13** 100.25 175.44 | Relative Wage
(2.18) (2.01) (0.59)
-389.94 —1,213.14 —254.74 —445.79 Sector size
(-0.65) (-0.04)
26.95%** 26.61%** 188.34%** 188.65*** | Chi-squared
(4.08) (4.09) (5.56) (5.52)
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-765.43 —1260.71*** —775.72 —1,277.66*** -1,140.34 -1,878.21*** constant

(-3.33) (-3.36) (-2.83)
8.83 14.54 12.74 20.99* GDP

(1.39) (1.89)

-1.98 -3.26 Distance
(-1.12)

405.03 667.11 interest
(1.38)

620.13 1,021.39%* 650.06 1,070.68** 749.75 1,234.89*** | Relative Wage

(2.36) (2.46) (2.76)

4,192.35 6,905.04*** 3,522.33 5,801.48*** 4,158.29 6,848.94*** Sector size

(3.48) (2.79) (3.27)

308.16*** 298.1%** 283.43*** Chi-squared

(5.79) (5.82) (5.84)
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Abstract. Due to the increase of foreign share in Jordanian manufacturing industry, the objective of this
study is to evaluate the determinants of inward FDI in Jordan’s manufacturing sector during the Period
1995-2010. An econometric model "Gravity model™ was used to evaluate the factors that influence the
distribution of FDI across industries and countries of investor-origin A disaggregated analysis allows us
to consider the determinants of inward FDI industrial manufacturing sectors; these determinants are not
uniform across the industries. Such analysis will allow us to determine the implications for existing and
potential policies that affect FDI behavior in these different sub-industries. Maximum likelihood
estimation techniques based on the Tobit Model have been used to evaluate the determinants of inward
FDI. The results are largely confirmed with the validity of the Gravity Model approach for determinants
of FDI analysis. GDP and geographical proximity were found to be significant determinants of FDI
inflows for the manufacturing sector for aggregate analysis; on the other hand for disaggregate analysis,
seven out of eight manufacturing industries were significant. Concerning the influence of other country
characteristics on FDI inflows, the study shows that there is considerable diversity across manufacturing
industries. The study also supports a positive correlation between foreign investment and trade “exports
and imports™ in Jordan. This suggests that FDI and trade are complementary, rather than substitutes. The
study findings have a number of policy implications for Jordan. First, the difference in determinants
across manufacturing industries suggests that investment promotion strategies should be differentiated
across industries and countries. Second, the findings on the complementarily of trade and FDI in Jordan
should convince policy makers about the benefit of liberal trade policy; therefore if Jordan’s choice is still
in favor of promoting FDI inflows, Jordan should continue with an open trade policy.

Key words: Foreign Direct Investment, Manufacturing, Gravity Model, Maximum Likelihood Method.






