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Abstract

This research aims to measure the impact of trade policy and economic
liberalization on foreign direct investment (FDI) flows in Iraq during the period 2010—
2025, in light of the economic transformations and trade liberalization the country has
witnessed in recent years. The research employs an econometric approach using the
Autoregressive Distributed Lag (ARDL) model to measure the relationship between FDI
and several trade policy variables, such as trade liberalization, exports, and imports.

The results show a long-term equilibrium relationship between the economic
variables. Furthermore, trade liberalization and exports are found to have a positive
impact on attracting FDI. Econometric diagnostic tests, such as the LM, ARCH, and
CUSUM stability tests, demonstrate that the estimated model exhibits a high degree of
efficiency and stability.
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Dependent Variable: DGP

Method: ARDL
Date: 3/15/26 Time: 18:26
Sample (adjusted): 2010 Q1 2025 Q4
Included observations: 15 after adjustments
Maximum dependent lags: 4 (Automatic selection)
Model selection method: Akaike info criterion (AlC)
Dynamic regressors (4 lags, automatic): ND CA

Fixed regressors: C
Number of models evalulated: 3211
Selected Model: ARDL(2, 0, 4)
Prob.* t-Statistic Std. Error Coefficient Variable
0.0000 10.35665 0.112109 1.16103 FDI(-1)
0.648 -2.4053 0.13902 -0.32171 FDI (-2)
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0.0006 3.58087 0.564321 1.087650 TR

0.0170 2.45449 0.4123 1.393711 TR (-1)
0.1987 1.30944 0.4321 0.468389 TR (-2)
0.0006 3.58087 0.5643 1.087650 EX

0.070 2.45449 0.5643 1.393711 EX (-1)

0.197 1.30944 0.3215 0.468389 EX (-2)

0.0006 3.58087 0.4532 1.08765 GDP

0.0170 2.45449 0.52315 1.39371 GDP (-1)

0.1987 1.30944 0.43219 0.46835 GDP (-2)
10.5436 Mean dependent var 0.95301 R-squared
31.52491 S.D. dependent var 0.9726 Adjusted R-squared
7.519443 Akaike info criterion 9.34297 S.E. of regression
8.149890 Schwarz criterion 6023.081 Sum squared resid
7.773897 Hannan-Quinn criter. -322.8944 Log likelihood
2.193384 Durbin-Watson stat 43.9570 F-statistic

| 0.000000 Prob(F-statistic)
*Note: p-values and any subsequent tests do not account for model
selection.
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ARDL Error Correction Regression

Dependent Variable: D(FDI)
Selected Model: ARDL(4, 2, 2, 2, 2,0, 4)
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Case 2: Restricted Constant and No Trend

Date: 3/15/26 Time: 18:47
Sample: 2010 Q1 2026 Q4
Included observations: 15
ECM Regression
Case 2: Restricted Constant and No Trend

Prob. t-Statistic Std. Error | Coefficient Variable

0.0000 6.844410 0.079883 | 0.616755 D(FDI(-1)

0.0046 2.927433 0.076872 | 0.225038 D(FDI(-2)

0.0099 2.652282 0.079853 | 0.211792 D(FDI(-3)

0.0239 2.309353 0.001644 | 0.003797 D(TO)

0.0381 2.114019 0.001668 | 0.003526 D(TO) (-1)

0.0001 4.106002 0.292434 1.200735 D(TO)(-2)

0.1270 -1.544617 | 0.303239 | -0.468389 D(TO (-3)

0.0000 6.844410 0.079883 | 0.616755 D(TR)

0.0046 2.927433 0.076872 | 0.225038 D(TR)(-1)

0.0099 2.652282 0.079853 | 0.211792 D(TR)(-2)

0.0239 2.309353 0.001644 | 0.003797 D(TR)(-3)

0.0432 2.114019 0.001668 | 0.003526 D(GDP)

0.0001 4.106002 0.292434 | 1.200735 D(GDP)(-1)

0.1112 -1.544617 | 0.303239 | -0.468389 D(GDP (-2)

0.0564 2.40215 0.001765 0.00234 D(GDP)(-3)
-0.230795 Mean dependent var 0.788457 R-squared
17.68841 S.D. dependent var 0.746705 Adjusted R-squared
7.367269 Akaike info criterion 8.902307 S.E. of regression
7.805841 Schwarz criterion 6023.081 Sum squared resid
7.544280 Hannan-Quinn criter. -322.8944 Log likelihood

2.193384 Durbin-Watson stat

* p-value incompatible with t-Bounds distribution.
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