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Abstract

This study aimed to investigate the relationship between advertising and
profitability in the Jordanian manufacturing sector for the period (2011-
2020), at the level of (22) sub-sectors, relying on the method of analyzing

time series and cross-sectional data (Dynamic Panel data). The study

employed several methodologies to confirm the credibility of the results,
including Generalized Method of Moments (GMM). To confirm the validity
of the results, standard models that capture the relationship between
advertising intensity and profitability were estimated using the Fully
Modified Ordinary Least Square (FMOLS) methodology, the Fixed Effects
(FE) methodology, and the Random Effects (RE) methodology. The study
found a reciprocal relationship between advertising and profitability in the
Jordanian manufacturing sector, where the results showed that the direction
of the effect was as follows: a significant and positive effect of advertising
intensity on profitability, as well as a significant and positive effect of
profitability on advertising. The results of the study also indicated that there
is a significant and positive effect of concentration on advertising and
profitability. Also of the important results that the study reached is that the
effect of advertising on profitability is a function of concentration, which
confirms that the structure-conduct-performance hypothesis applies to the
Jordanian manufacturing sector.
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5
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LNAD;, S
56 -2.41030 **%(0.0080 | 81.5782 *** (0,0005 195.951 *** (0,0000
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Notes: IPS : Im, Pesaran and Shin test and the null hypothesis assumes individual unit root process, ADF: Fisher Chi-
square, PP: Fisher Chi-square ( *** p<0.01, ** p<0.05, * , p<0.1)
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4.02** 1.20 -1.36 4. 75%**
LNCOy (0.0310) (0.5207) (0.5779) (0.000)
0.0026 0.006 0.013*** -0.05
LNKS;j (0.2855) (0.8625) (0.3528) (0.2463)
0.0007 -0.003*** -0.003*** 0.003
LNS; (0.7632) (0.0000) (0.0000) (0.9309)
-7.84
Bo (0.0703) - - -
R? 0.38 - - 0.39
F 474 - - -
Observations 220 176 176 198
Number of Sectors 22 22 22 22
AR (1) - -0.547 - -
AR (2) - 0.349 - -

Note: Robust standard errors are reported in parenthesis. ***, ** and * denotes
significance level at 1%, 5%, and 10%, respectively.
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e il (gl dertiudl hlaa¥) jels o dladl L sl e %1 5 %5 AN

GMM _laal jelal s (b ol Gield dus o ) ) a3l oSl duail

diim Jaes OSly gl Ghals dae s o clasall i Jaaal (gginay Al il
.%0.003 laa

Lyien Dl Lylasl & il z3lall poes il copglsl 3 (Dley) dalear Glety La
sda (3459 ¢(5) pd) Joaall B miase g8 LSy Al ALY o mol) (ol Lol Lingas
Oe w3 Al o @l sl any DleY) Gy o @ @ yelh Opl ae daml
sda il dg (Aidle Cilisraa dalg Lavie lgie lifg cddle lall (3aad Laxie (Dley) Al
53y o cd a0 aaal 2ol Wl (Bonardi, 2001) 4 Jeass o go Liadd dal
9%0.021 % 0.052) duy Adley) BN 5255 ) 5w %1 Javas mll Gisla daass
«Orthogonal GMM: GMM (Random Effect) zilill (%0.08 <%0.023
2 @l LS (%5 %1 %l %10) Lisina Giwe ey ( Jsll Lo (FMOLS
A e S Casey g5t il 9as e (Orthogonal GMM «<GMM) s)las)
LS 5Ly ) sa5ie %1 Lty SN 0Ly of canagly %1 AN (sgine die Ldle)
Random ) hlas) sl o Qlady . sl e (%4.86 «%4.56) Jaeas LdleY!
Adley) LK e Sl gsiea 8l 35a (FMOLS <Effect

aan (G saill Janal Jim Ay (gyinay e il g ) Liadl gl cjlal s,
pan A gail) Jara 53L) ¢)) Cum %1 AN (g5ine die LdleY) LWL (ggine o Cilaal
%0.004 %0.005 %0.003) iy LMeY) WL (s5ine (mliad) ) 25 il
<= (FMOLS (Orthogonal GMM:. GMM <«Random Effect) 3Ll (%0.003
LS5
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(3) b g asul sl i (5) dss

Ré‘][‘f(i‘;[“ GMM Orthogonal GMM FMOLS
0.37%** 0.37%**
LNAD(-1) i (0.000) (0.000) i
0.052* | 0.021*** 0.023*** 0.08**
LNPCM (0.0597) | (0.0026) (0.0004 (0.0387)
0.26 4.56%** 4.86%** -0.45
LNCOx (0.8025) | (0.000) (0.000) (0.7241)
LNKS; 0.026 -0.18 -0.016** -0.013
(0.4105) | (0.2920) (0.0101) (0.4044)
-0.005*** -0.004*** -0.003***
LNSi ((’Oogg’g;; (0.0000) (0.0000) (0.0064)
1.53
Po (0.5056) J J J
R? 0.84 - - 0.84
F 42.18 - - -
Observations 220 176 176 189
Number of Sectors 22 22 22 21
AR (1) - -0.547 - -
AR (2) - 0.349 - -
Note: Robust standard errors are reported in parenthesis. ***, ** and
* denotes significance level at 1%, 5%, and 10%, respectively.

0B 5 Adeadl Bl 3 Al sa Aol e Adley) Al i of e sl

Gria Yo Cingay (Syine A0 35ag (6) Jsaall 8 &3l Cniagl Cus ((3) o) Al
Las e Adley) bl Lab o e Al e (LNADCOj) siall %1 ANa
Goall IS o (o) - (sl s Sun) duplai e (3 a5 ¢ S B3 e il ol Gl
so il DYl la Abadly awbial Ladl i) 5 dubadl sy S day S

Aol Jiauall ol
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(3) #2 glsadl) patli @il (6) Jos>
Random Effect GMM Orthogonal GMM | FMOLS
0.4630 0.30%** 0.34%**
LNPCM(-1) -
0.9667 (0.000) (0.000)
0.16%** 0.126*** 0.147 019*
LNADCOj
(0.0021) (0.0002) (0.123 (0.0556)
0.49%** 0.911 -0.98 3.88
LNCOj
(0.0010) (0.6249) (0.8726) (0.2154)
0.026 0.006 0.018 0.029
LNKS;
(0.4105) (0.8618) (0.6664) (0.4630)
NS -0.0002%** -0.003*** -0.003*** 0.0001
) (0.8607) (0.0000) (0.0000) (0.9667)
2.53
Po - - -
(0.0000)
R? 0.06 - - 0.40
F 3.39 - - -
Observations 220 176 176 189
Number of 22 22 22 21
Sectors
AR (1) - 0.5837 - -
AR (2) - 0.7262 - -
Note: Robust standard errors are reported in parenthesis. ***, **,
and * denotes significance level at 1%, 5%, and 10%, respectively.

el 3 AR (2) Jlos) ehyal & 2 cdahal) cilyite Gn Jelall Bla Y Laayg
dad Cijglat Cum D) il & (autocorrelation) 13 Lol ssag ase dails
Y10 ds Adlaay)
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:duadal)

dbigatl) deliall g Uad 8 Loy (e c A ce (9ally dudyal) o3a cudls 33l
Ao g g g adll 138 lo elab-elslum JGa daa i Ghkail gae las) @lli ¢ )Yl
o bulad s (e oY) ob dilss A Al Akl ae Gl dblae lad)
LS Al Baally cdylaall Adlall 8)50m Gauady il Ao calhall 53b) DA (e &)l
DY) i e 25 S G on @ el Ol ae Dley) dilie Ao il
Al at (PleY) o @l e Glisra aals e lgie Jlig dlle byl gaad Lexie
AdleY) ALy Ll e JS e S dayal Lage Ll o) cojelal clld e Slcad
Gl Slahlly (ligpall mgie DA (e Aolad) dphill 4 celabe ae 3850 12y
-(Subramaniam. Et al., 2004) «(Martin, 1979)

(S Al deliall g e elai-elglum I duajd Gl Liad i) o
OSAl Ay ol Asudl Bl 3 Al o PleYly dmyll Gu A ol gl DA G elll
Adley) ABC ddlad 53l ) sag SAN B3l DA e Bl U L o i 1y
La iawally oY) Ao 5l b (slasddl i (e daiiall Lailin¥) ol @) s a4)
) Goadl (3 S0V il bl Kal L dal e bl £ GllN L Aelly
s DA e BDIY) BB b elgw an o LooSally clandl am of aaYly
gl L SN Casally cciled iV g cculiliadll Jie dabiaall Joalsill
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