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: Abstract
The aim of this study is to measure and analyze the impact of both

Foreign Direct Investment (FDI) and Imports (IMP) on Economic Growth
(EG) of Jordan, over the period (1976-2003). To achieve this, a production
function was utilized by using FDI and Imports as two distinct factors

among factors of production.

This study examines the relationship between variables (FDI, IMP and
EG) through Ordinary Least Squares (OLS) and Vector Autoregression
(VAR). Where the results of Augmented Dickey-Fuller (ADF) indicate that
the variables used in the study are stationary in level (except the ratio of
Domestic Capital Stock to labor, where it is stationary in the first
difference). The estimated of VAR suggest Economic Growth in Jordan is
driven by the independent variables, and the testing of results also confirm
that the foreign capital and imports causes Economic Growth. In addition,
the study found a feed back causal relationship between imports and
foreign direct investment. And unidirectional causal relationship from S
foreign direct investment to domestic capital, and from imports to domestic
capital.

The empirical findings also indicate that the elasticity of foreign

capital is 0.036, and the elasticity of imports is 0.684, whereas the

contribution of domestic capital is 0.349.

Key words: Foreign Direct Investment, Imports, Economic Growth, J ordan.




