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The main objective of this paper is to provide a theoretical
and empirical analysis of workers’ emigration from Jordan to
petroleum-producing countries, particularly to Saudi Arabia. In
view of the widening wage differential between these two count-
ries and the low wage differential elasticity of emigration,
direct emigration control is advocated as the appropriate policy
for Jordan.

1) INTRODUCTION

Migration is a very lively issue in Jordan. A considerable number
of Jordanian workers with different skills are migrating to work in
the oil producing countries. At the same time, a considerable number
of non-Jordanians are coming to work in Jordan.

This paper analyzes, theoretically, and empirically, the Jordanian
workers’ emigration. Theoretically it develops a life-cycle model of
emigration, and concludes that an individual would migrate to work
abroad, if the utility from the wage difference he gets, is more than the
disutility he gets from being abroad. Since his disutility increases with
time, the individual will not stay abroad for ever. He will return home
when the disutility of being abroad exceeds the utility from the wage
differential.

The first section of this paper discusses the size and the skill distri-
bution of emigrants, the second section introduces a theoretical analy-
sis of emigration. Since Saudi-Arabia receives the majority of the Jor-
danian migrants, the paper centers around the effect of the wage dif-
ference between Jordan and Saudi Arabia on workers’ migration in
Jordan. Finally, the third part of the paper discusses the wage differen-
tials between Jordan and Saudi Arabia and estimates the elasticity
of the Jordanian workers’ emigration with respect to the wage differen-

% Assistant Professor, Department of Economics, Yarmouk University.



318 HUSSAIN TALAFHA

tial between Jordan and Saudi-Arabia, and concludes that direct cont
rol over emigration is the appiropriate policy tool.

2) THE SIZE AND SKILL COMPOSITION OF
EMIGRANTS

According to Ecevit and Zachariah, there were 13.8 million tem-
porary migrant workers in the world in 1975, 2.0 million of them were
in the oil-producing countries (Ecevit and Zachariah, 1978).

The Jordanian Ministry of Labor estimated that there were
305,400 Jordanian workers outside Jordan in 1980, 85 9 of them in
the Arab countries (Asa’ad, 1981). The Ministry also estimated that
the annual outflow of Jordanian workers was 8,000 to 10,000 wor-
kers, most of whom are skilled and educated (Ministry of Labor,
1980).

Saudi-Arabia is the residence of 66.1 %, of the Jordanian workers
abroad, while 18.0 9/ are in Kuwait, 5.5 9 are in the United Arab
Emirates, and 5.3 9 are in Libya. The remaining 5.1 % are in the rest
of the world (Birks and Sinclair, 1980).

This high emigration can be explained by the fact that Jordan is
very close to the Arab oil countries, which implemented huge invest-
ment plans after the increase of the oil prices in the early seventies.
This situation applies, however, to many Arab countries, yet most of
them have lower emigration. Table 1 compares the number of emig-
rants from some Arab countries.

Table 1
Number of Emigrants from some Arab Countries 1975 and 1980.
Country 1975 1980 ’
Egypt 397,500 519,000
North Yemen 290,100 353,000
Jordan & Palestine** 264,700 305,400
South Yemen 70,000 82,000
Syria 49,000 63,000

¥ Estimated
** There is no way of distinguishing the Palestinians and
the Jordanians because both are eligible for Jor-
danian citizenship.
Source: Birks and Sinclair (1980: 166).

Taking into account that Jordan has the smallest population
among those Arab countries in Table (1), one can infer that there must
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be factors affecting workers’ emigration from Jordan other than geog-
raphical proximity, such as the government’s policy towards emig-
ration and the skill level of the Jordanian labor force. However, wor-
kers’ emigration is expected to slow down due to the wage increase in
Jordan and the increasing utilization of Southeast Asian workers in
the Arab oil countries. For example, the net Asian worker emigration
to Saudi Arabia increased from 1,214 workers in 1970 to 10,852 wor-
kers in 1975, and 207, 263 workers in 1978; it then went down to
103,443 workers in 1979 (Assaf, 1982).

Workers’ emigration has actually started to slow down since 1980.
According to the Ministry of Labor annual reports, 5,303 workers left
for Saudi Arabia in 1980, but only 1,366 workers left in the first three
months of 1982 (Ministry of Labor, 1982).

Once a Jordanian worker emigrates, he is likely to stay out for a
long period of time. For instance, again taking Kuwait as the
basis, the average stay of the Jordanian worker in Kuwait is 7.7 years,
as Table 2 shows. The same table shows that 32.5 9 stay for 5-9
years and only 3.1 % stay for more than 20 years. The reduction in the
percentage of people who stay away for a very long period can be
explained by people returning to Jordan.

Table 2
Jordanians in Kuwait by Duration of Stay, 1975.
Duration of Stay Number Percent
Less than 5 years (56,012) (32.5)
Less than a year 12,548 7.3
1 year 10,128 5.9
2 years 10,838 6.3
3 years 10,944 6.3
4 years 11,554 6.7
5-9 years 59,189 34.3
10-14 years 35,932 20.8
15-19 years 16,114 9.3
20-24 years 5,253 3.0
Over 25 years 204 0.1
Unclassified 19 —
Total 172,773
Average stay 7.7 years

Source: Share (1980: 104).

Emigration varies noticably with the field of study, for example,
of the graduates of the teaching field, 27.5 9, emigrate, while for the
industrial and construction fields, these figures are 33.8 % and 57.4 %
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respectively. On the average, 31.8 9 of the graduates of educational
institutions leave Jordan to work, mostly in the rich Arab countries
(National Planning Council, 1981). Although the skill distribution of
the Jordanian workers abroad is not available, one can look at the
Jordanian workers in Kuwait as a case in point. Table 3 shows the
skill level of the Jordanian workers in Kuwait in 1975.

Table 3
The Skill Distributionjof Jordanian}Workers in Kuwait in 1975.
Skill level % of Workers

A-1 Professionals: science-based 6.5
university degree

A-2 Prafessionals: art-based 2.8
university degree

B. Technicians: Two Year Post- 17.6
Secondary degree

C-1  Skilled and semi-skilled office 26.1
workers

C-2  Skilled and semi-skilled 25.8
manual workers

D. Unskilled workers 21.2

Source: J. Birks and C. Sinclair, International Migration and
Development in the Arab Region, (International
Labor Office, Geneva, 1980), P. 144.

Finally, it is worth mentioning that foreign and Arab workers in
Jordan have increased from 376 in 1973 to 26,415 and 79,500 workers
in 1979 and 1980, respectively (Ministry of Labor, 1980). Thus, worker
in-migration is expected to increase due to the increasing demand for
labor in Jordan.

This replacement immigration (immigration to replace the emig-
rating Jordanian workers) comes from the neighboring Arab countri-
es and, to a lesser extent, from Asian countries such as Pakistan and
India. The skill distribution of those immigrants shows that only
5.0 9; of them are professionals (of the categories A-1 and A-2) and
technicians, and about 91.1 9 are unskilled, compared to 26.9 %,
professionals and technicians, and only 21.2 % unskilled labor, from
the emigrants (Ministry of Labor, 1980).

3) THEORETICAL ANALYSIS

The analysis of emigration as a form of investment in human ca-
pital was introduced by Sjastad (Sjastad, 1962). In his study, Sjastad
compared the discounted life-time benefits from emigration with the
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cost of emigration (Cm), to calculate some rate of return on emigrati-
on; formally, the individual was assumed to calculate the returns (R)
from migration as (Shaw, 1975).

T WtZ_th
2 T dror T m

where: the superscripts are indexes for different places.

This cost-benefit methodology was applied in many empirical studies
on emigration. For example, Hadley (Hadley, 1977) attempted to eva-
luate the profitability of exporting human capital from Egypt to the
oil-producing countries, from a social point of view. He concluded that
the social rate of return on teachers’ emigration is very high.

This framework was also used by Grubel and Scott (Grubel and
Scott, 1966), to analyze the effects of emigration on the market eco-
nomy of the sending countries, they concluded that the benefits are
usually much higher than the losses, and therefore they recommended
that countries should follow open emigration policies. However,
Bhagwati and Hamada (Bhagwati and Hamada, 1974) concluded that
open emigration policies would lead 10 a “brain drain” problem in the
developing countries, and therefore to substantial losses.

The Sjastad model analyzes emigration decision at one point in
time but cannot analyze emigration decisions over the life cycle of the
individual. Polacheck and Horvath (Polacheck and Horvath, 1977) ge-
neralized the Sjastad model to a life cycle emigration model, and conc-
luded that the individual will migrate if the marginal gain is more than
or equal to the marginal losses. From this, Polacheck and Horvath
concluded that the probability of emigrating increases with monetary
gains and decreases with age.

In this framework, Blomguist (Blomguist, 1980) concluded that
migration of educated labor from developing to developed countries
reduces the welfare of the countries of origin and called for further
empirical investigation of this matter.

A Jordanian worker would decide to emigrate, probably to the
Arab oil-producing countries, only once in his life-time, and might
decide to return to Jordan after a long period of time (Talafha, 1983).
A life-cycle model will actually give the same results as a one period
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model. However, Sjastad model cannot explain the return of some
Jordanian workers after working abroad for some time.

4) THEORETICAL MODFLING

Not only part of those who graduate in a given year, but also
some of the existing stock might find it profitable to emigrate. An
individual might, in fact, choose to take a job in Jordan only for
a short period of time, until he gets a better job offer in another
country.

The standard theory to choice assumes that the individual posses-
ses -a utility function of the form

U = U (E1Y) (D
where; Y is the individual life-time income

E is the work effort defined as time worked

If the individual is expected to emigrate, as in the case of Jordan,
and the utility from working abroad is different from the utility from
working in the home country, the utility function can be written as

U=U (Eh EZ, Y) (2)

where: E; and E, are the work effort in Jordan and abroad, respecti-
vely.

The individual is assumed to maximize his utility function (2)
subject to the following two constraints:

1. The time constraint: the individual is assumed to spend his
total time T either working in Jordan (E.), working abroad (E;) or
not working (retirement) (L), that is

T—E +E,+L (3)
2. the income constraint: The income constraint is:
Y = WiE; + W3E;, + V—Cm 4)

where: W; and W, are the permanent yearly wages the individu-
al would get if he worked in Jordan and abroad, respectively.

V is the unearned income.
Cm is the cost of moving.
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The first order conditions for this maximization are:

ou

Y =0; oy

—M <0

E] > O, ,\,: + )\IW] —*— ).2 <0

E, > 0; —;EL+x1,W2+x2<o

Where: A1 and 2, are the Lagrangian multiplier for the income and time
constraints, respectively; that is the marginal utility of income and the
marginal utility of time, respectively.

Since the disutility of working abroad is an increasing function
of age and family size (especially if the family is left behind), and both

. . . . ou . .
of these variables increase with time, therefore —pE, increases in
1

absolute value over time. Therefore, if E; is equal to zero, meaning
that he will never emigrate as long as the wage abroad (W,) and the
marginal utility of income are assumed constant.

Assuming an interior solution, implying the individual will emig-
rate, and rearranging the terms, these first order conditions can be
written as

n

LW, au _ ou W, au

(©)

this means that the individual would be indifferent to emigrate when the
marginal utility of the wage earned in Jordan plus the marginal utility
of being in Jordan is equal to the marginal utility of wage earned ab-
road plus the marginal utility of being abroad (which is expected to
be negative). In other words, the individual would equate the psychic
(Schwarts, 1981) and monetary benefits in Jordan and abroad. The in-
dividual will return to Jordan once the left hand side of equation (5)
exceeds the right hand side.

Rearranging terms in equation (5), one gets
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ou

(W2 —Wy) ©®

this means that a worker equates the disutility he recieves from emig-
rating with the utility of the increase in his permanent wage due to emig-
ration.

When the utility of the wage increase is larger than the disutility
of working abroad that is

g, — g, ~ W2 W) =5

the worker will stay abroad. If this inequality is reversed, the worker
will return to Jordan.

The assumption that both wages and the marginal utility of
income are constant leads to the conclusion that the individual emig-
rates only once, and early in his life, if possible right after graduation
from his education program.

Allowing the marginal utility of income and / or the wage diffe-
rential between Jordan, and abroad to change, results in the possibi-
lity that an individual might emigrate more than once, and the possi-
bility to emigrate a little later than graduation.

In conclusion, one can say that in general a worker will decide
to return to Jordan when the disutility from being outside Jordan ex-
ceeds the utility of the wage differential he is earning.

Solving the first order conditions, one gets the individual supply
of Jordanian labor in Jordan and abroad. That is:

E1 = E1 (Wz — Wl, V, Cm) (7)
E2 = E2 (W2 —_— W], V, Cm) (8)

Upon aggregating these emigration decisions, the extent of emig-
ration depends on the wage differential, working conditions in other
countries and cultural differences among countries to represent the
psychic cost of emigration. However, for most careers the working con-
ditions are quite similar in different countries particularly within one
geographic region. This can be formalized as:
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EM; = EM (W3t — W4, 2) )]

o Emt

o (Wit . Wyy) >0

Where Z is a vector of cultural variables.

5) DATA AND EMPIRICAL RESULTS

As discussed above, emigration is determined by the wage diffe-
rential between Saudi Arabia and Jordan as a proxy-variable, (WDIF)
the population at risk and other cultural factors (Z). The population
at risk is the labor force. Data on the labor force are not available in
time series, but the graduates from different education programs
(GRD) can be used as a proxy.

Assuming a log linear functional form, the estimation equation
is
Log (EMt) = By + B, log (WDIF) + B, log (GRD) + B;Z + U (10)
Theoretically, B, is expected to be positive; that is the larger the wage
differential the larger the number of emigrants. Similarly, B, is expec-

ted to be positive.

The only available data is on emigration to Saudi Arabia for the
period 1970-1981, which constitute 80 %, of the total emigrants
(Ministry of Labor, 1981). Since Saudi Arabia is like Jordan, an Arab,

Muslim country, it has a culture similar to that of Jordan which
means that the cultural differences can be assumed to be constant.

The OLS estimate for this emigration equation is:

Log (EMy) = 5.5055%*- 0.599* log (WDIF) + 0.052 log(GRD) (11)

(2.33) (6.858) (0.180)
R2 = 0.979 DW++ = (.32 F = 163.2
The first order autocorrelation coefficient = 0.03.

The numbers in parantheses denote the t-ratio.

* Significant at 5 % level.
** Significant at 10 % level.

*+ The Durbin-Watson lower limit for accepting the hypothesis of no autocorre-
lation, with 15 degrees of freedom and 1 % significance level is 0.59. See Koutsoyiannis
(1980: 586).
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Clearly, both coefficients have the expected sign, but B, is not sig-
nificantly different from zero. This supports the hypothesis that emig-
ration is determined by the wage differential between Saudi Arabia
and Jordan. Further testing requires data on emigration classified by
skill level and education. Cross section data would be more suitable
to test such hypothesis.

Moreover, the equation shows that emigration elasticity with
respect to the wage difference between Jordan and abroad is only
about 0.6 i.e emigration is not very elastic to the wage differential.

6) COMPARISON OF WAGE OFFERS TO THE
JORDANIAN WORKER

Jordanian workers can choose to work in Jordan or in the oil-
producing countries. A worker who remains in Jordan would be in
either the private sector or the public sector. The wage differential bet-
ween Jordan and the oil-producing countries is the major factor pul-
ling the Jordanian workers out. Table 4 compares the average wage
in Jordan and Saudi Arabia. It shows that the wage differential between
the two countries is increasing. In fact, by 1979, the average wage in
Jordan was only 37.9 9 of that in Saudi Arabia, while it was 87.5 %,
in 1973. This comparison is misleading because it does not take into
account the occupational and educational distribution. Table 5 com-
pares the average weekly wage by occupational category between
Jordan and Saudi Arabia as a representation of the oil-producing
countries. It indicates that the largest wage differential is for high-
level managers and administrators, while the lowest wage differential
is for sales workers.

A symposium on manpower in Jordan recognized the wage dif-
ferential between the private sector and the public sector, especially
for professionals such as engineers and doctors (Ministry of Labor,
1974). It suggested a large increase in wages and salaries of workers
in general and of professionals in particular.

Table 6 compares engineers’ salaries in different sectors. It shows
that, in 1974, an engineer with some experience would command a
salary in the private sector twice as much as in the civil service system,
and much higher than that in the government independent agencies
and the armed forces. By 1981, these differences are almost gone for
engineers with fewer than five years of experience.
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Table 4
Average Weekly Wage in Jordan and Saudi Arabia, in 1973-1979
JD’s
Weekly Average Wage Q) as [
Year Saudi Arabia (1) | Jordan (2) a % of (1) 1-2
1973 9.2 8.05 87.5 1.15
1974 15.3* 8.61 56.3 6.69
1975 20.4 8.19 40.1 12.21
1976 29.65% 13.16 44.38 16.49
1977 38.9 13.44 34.6 25.46
1978 44.0* 16.99 38.6 27.01
1979 49.1 18.62 37.9 30.48

* Calculated as a midpoint between the earlier and the later years.
Sources: 1. Assaf (1982: Table 3-11. p. 61).

2. International Labor Office, Yearbook of Labor Statistics (1981, ILO, Geneva,
1981). Table 17-A, p. 449.

Table 5

The 1977 Weekly Wage Rate for Non-Saudis (Jordanians) in Saudi Arabia
in the Private Sector

JD’s
Wage
Occupation Saudi Arabia Jordan Differential
1 2
1. Professionals, and Technicians 71:05 26.46 44.59
2. High Management and Admi-
nistrators 95.36 19.15 76.21
3. Clerical Workers 42.69 17.39 25.3
4. Sales Workers 46.60 12.98 33.62
S. Service Workers 21.36 12.98 8.38
6. Production Workers 32.54 9.07 23.47
Average 39.01 16.34 22.67

Sources: 1. Assaf (1982: Table 3-10, p. 60).

2. Updated from a 1970 survey of wages and salaries in the private sector, using
the average growth rate of wages in Jordan as in Table 4.

While this reduces the drift of engineers from the public sector
to the private sector, the drift of engineers out of Jordan would con-
tinue where engineers in oil-producing countries are still paid about
twice as much as engineers in Jordan. This would explain the huge
outflow of workers from Jordan.






