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Role of Foreign Direct Investment in Economic Growth and Sustainable
Development in Iraq
Assist. Prof. Dr. Sohaila Abdul-Zahra !, Prof. Dr. Mustafa Kamil 2,
Assist. Prof. Dr. Hamdyai Shaker Muslim 3

Abstract

The study aims to know the need of developing countries in general and Iraq in
particular, a great interest in the investment sector in order to support economic growth
and finance sustainable development plans, which puts the responsibility in front of the
decision maker in order to create an appropriate environment for the promotion and
flow of investment in a manner that suits the characteristics of the local economy, that
the imbalance in the structure of the output In Iraq, foreign direct investment is needed
in order to correct it. The research problem is that foreign direct investment in Iraq
faced local and external challenges that caused its weak impact on economic growth.
The research hypothesis is that supporting foreign direct investment is a safe way to
correct the imbalance of the output structure in Irag. Research methodology the net
inflows from direct foreign investment to the domestic product were used as a
representative of foreign direct investment, the economic growth index and the
statement of the required impact by adopting the economic measurement approach -
the joint integration methodology for the period (2004-2018). The research concluded
that the impact of foreign direct investment on economic growth in Irag is not
significant due to the unstable economic conditions. The research recommended the
importance of adopting a long-term investment strategy that takes into account foreign
direct investment as a cornerstone in building the Iragi economy.

Keywords: foreign direct investment, economic growth, co - integration methodology,
sustainable development
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ECM Regression

Case 1: No Constant and No Trend

Prob. t-Statistic | Std. Error |Coefficient Variable
0.0429 | -4.670558 | 0.226157 | -1.056278 D (Y (-1))
0.3690 | 1.150331 | 0.197086 | 0.226715 D (Y (-2))
0.0707 | 3.557397 | 0.065156 | 0.231787 D (Y (-3))
0.0984 | 2.948242 | 0.737487 | 2.174289 D(X)
0.3498 | -1.210239 | 1.288152 |-1.558971 D (X (-1))
0.0145 | -8.217450 | 0.879996 | -7.231324 D (X (-2))
0.1030 | -2.869197 | 2.417460 | -6.936168 D (X (-3))
0.0380 | -4.983536 | 0.075920 |-0.378349 CointEq (-1) *
-0.176364| Mean dependent var 0.985388 R-squared
8.315165 S.D. dependent var 0.951293 | Adjusted R-squared
4.207378 | Akaike info criterion 1.835137 S.E. of regression
4.496756 Schwarz criterion 10.10319 Sum squared resid
4.024965 | Hannan-Quinn criter. | -15.14058 Log likelihood
| 2.317201 | Durbin-Watson stat
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Conditional Error Correction Regression

Prob. | t-Statistic | Std. Error |Coefficient Variable
0.1502 | -2.279838 | 0.165954 |-0.378349 Y (-1) *
0.0559 | 4.049006 | 1.442789 | 5.841859 X (-1)
0.0680 | -3.636850 | 0.290438 |-1.056278 D (Y (-1))
0.4500 0.931373 0.243420 | 0.226715 D (Y (-2))
0.1061 2.819817 0.082199 | 0.231787 D (Y (-3))
0.1575 2.212210 0.982859 | 2.174289 D(X)
0.4275 | -0.987400 | 1.578865 |-1.558971 D (X (-1))
0.0216 | -6.692878 | 1.080451 |-7.231324 D (X (-2))
0.1442 | -2.339822 | 2.964400 |-6.936168 D (X (-3))
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Dependent Variable: Y
Method: ARDL
Date: 01/21/22 Time: 14:52
Sample (adjusted): 2008 2018

Included observations: 11 after adjustments

Maximum dependent lags: 4 (Automatic selection)
Model selection method: Akaike info criterion (AIC)

Dynamic regressors (4 lags, automatic): X

Fixed regressors:
Number of models evaluated: 20
Selected Model: ARDL (4, 4)

Prob.* | t-Statistic | Std. Error |Coefficient Variable

0.3464 | -1.221216 | 0.355897 |-0.434627 Y (-1)

0.0521 | 4.209270 | 0.304802 | 1.282992 Y (-2)

0.9842 0.022378 | 0.226674 | 0.005073 Y (-3)

0.1061 | -2.819817 | 0.082199 |-0.231787 Y (-4)

0.1575 2.212210 | 0.982859 | 2.174289 X

0.2786 1.473047 1.431454 | 2.108599 X (-1)

0.0983 | -2.949973 | 1.922850 |-5.672353 X (-2)

0.9343 | 0.093134 | 3.169155 | 0.295156 X (-3)

0.1442 | 2.339822 | 2.964400 | 6.936168 X (-4)
5.676364 | Mean dependent var 0.968355 R-squared
5.650393 S.D. dependent var 0.841777 |Adjusted R-squared
4.389196 | Akaike info criterion 2.247575 | S.E. of regression
4714747 Schwarz criterion 10.10319 | Sum squared resid
4.183982 | Hannan-Quinn criter. | -15.14058 Log likelihood

2.317201 | Durbin-Watson stat
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Breusch-Godfrey Serial Correlation LM Test:

I

[
0.8817 Prob. F (1,1)

0.035342 F-statistic

0.5400 Prob. Chi-Square (1)

0.375487 Obs*R-squared

Heteroskedasticity Test: Breusch-Pagan-Godfrey

[
0.3228 Prob. F (9,1)

5.402963 F-statistic

0.2912 Prob. Chi-Square (9)

10.77834 Obs*R-squared

1.0000 Prob. Chi-Square (9)

0.370150 | Scaled explained SS
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