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Impact of Foreign Direct Investment on Domestic Investment and
Economic Growth in Iraq (1990 —2014)
Abstract:

Foreign direct investment plays an important role in the activation and progress of any economy,
through added value and modern means of production and advanced technology, which enters into the
host country, and the importance of foreign direct investment in the Iragi economy through structural
imbalances and most of the Iraqi institutions suffer from underdevelopment and destruction as a result
of circumstances Which the country has experienced Iraq has sought to attract foreign direct
investment by excluding restrictions on the movement of capital and granting generous incentives to
foreign investors, not only because it is an alternative or complementary source of financing for
economic development, but in the transfer of advanced technological capabilities and organizational,
managerial and marketing skills and other important inputs from abroad , And is a tool for integration
into international networks of production, marketing and distribution and a tool to improve the
international competitiveness of companies and performance Despite the fact that Iraq is distinguished
from many countries by having huge revolutions of economic and human resources as well as a large
market that makes it an attractive area for foreign direct investment, the major problems facing the
development of foreign investments are lack of transparency and low infrastructure as well as political
and security determinants The state must address them and create an appropriate environment for
attracting foreign capital.
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Date: 05/08/17 Time: 00:42

Sample (adjusted): 1995 2014
Included observations: 20 after adjustments
Trend assumption: Linear deterministic trend

Series: GDPG FDI IE TX

Lags interval (in first differences): 1 to 2

Unrestricted Cointegration Rank Test (Trace)

0.05 Trace Hypothesized
Prob.**  Critical Value Statistic Eigenvalue No. of CE(s)
0.0000 47.85613 73.18136 0.885932 None *
0.0505 29.79707 29.76211 0.581493 At most 1
0.1413 15.49471 12.34087 0.450497 At most 2
0.5452 3.841466 0.366062 0.018137 At most 3

Trace test indicates 1 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the (0.05 level

**MacKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

0.05 Max-Eigen Hypothesized
Prob.**  Critical Value Statistic Eigenvalue No. of CE(s)
0.0002 27.58434 43.41925 0.885932 None *
0.1530 21.13162 17.42125 0.581493 At most 1
0.1116 14.26460 11.97481 0.450497 At most 2
0.5452 3.841466 0.366062 0.018137 At most 3

Max-eigenvalue test indicates 1 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the (.05 level

**MacKinnon-Haug-Michelis (1999) p-values
3l g e Cilady I JaaN) clgatie ALyl Gy g dgadll s il o(£) o) g0a

Vector Autoregression Estimates

Date: 05/08/17 Time: 00:44

Sample (adjusted): 1993 2014
Included observations: 22 after adjustments

Standard errors in () & t-statistics in [ ]

YV
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X IE FDI GDPG
5.46E+10 -8274.694 -3133379. 0.227134 GDPG(-1)
(4.6E+10) (33205.8) (3513203) (0.25875)
[ 1.18390] [-0.24919] [-0.891809] [ 0.87781]
-415.8679 -0.003873 -0.007416 1.09E-08 FDI(-1)
(2090.93) (0.00150) (0.15917) (1.2E-08)
[-0.19889] [-2.57461] [-0.04659] [ 0.92973]
3573.863 1.445992 123.5541 2.93E-07 IE(-1)
(250631.) (0.18033) (19.0792) (1.4E-06)
[ 0.01426] [ 8.01856] [ 6.47587] [ 0.20821]
0.015566 2.32E-07 4.73E-05 8.87E-13 TX(-1)
(0.24035) (1.7E-07) (1.8E-05) (1.3E-12)
[ 0.06476] [ 1.34077] [ 2.58625] [ 0.65789]
1.01E+12 1058259. 66926319 9.905216 C
(1.2E+12) (874631.) (9-3E+07) (6-81546)
[ 0.83259] [ 1.20995] [ 0.72324] [ 1.45335]
0.965176 R-squared
0.956982 Adj. R-squared
1.38E+14 Sum sq. resids
2847134. S.E. equation
117.7929 F-statistic
-355.3406 Log likelihood
32.75824 Akaike AIC
33.00620 Schwarz SC
9626351. Mean dependent
13727285 S.D. dependent
2.69E+57  Determinant resid covariance (dof adj.)
9.59E+56  Determinant resid covariance
-1568.121 Log likelihood
144.3747  Akaike information criterion
145.3665  Schwarz criterion

ARA
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Cria) CpllaTy I aady) clgatia bkl by isalll s il 1(0) by Jsas

Vector Autoregression Estimates

Date: 05/08/17 Time: 00:45

Sample (adjusted): 1994 2014
Included observations: 21 after adjustments

Standard errors in () & t-statistics in [ ]

X IE FDI GDPG

8.39E+10  -61620.84  1321276.  0.299301 GDPG(-1)
(7.2E+10)  (38555.8)  (4690533)  (0.38043)

[1.16422]  [-1.59823]  [0.28169]  [0.78675]

~4.53E+10  44590.87  -8006331.  0.334122 GDPG(-2)
(5.7E+10)  (30333.1)  (3690204)  (0.29929)

[-0.79942] [ 1.47004]  [-2.16962]  [1.11637]

-1276.633  -0.002630  0.030832  4.37E-08 FDI(-1)
(5287.76)  (0.00283)  (0.34397)  (2.8E-08)

[-0.24143]  [-0.93029]  [0.08963]  [1.56752]

-2580.592  0.005286  —-0.472097  —4.45E-09 FDI(-2)
(4114.53)  (0.00220)  (0.26765)  (2-2E-08)

[-0.62719]  [2.40243]  [-1.76386]  [-0.20521]

-263629.5  2.112669  105.1254  4.01E-06 IE(-1)
(595852.)  (0.31861)  (38.7602)  (3.1E-06)

[-0.44244]  [6.63099]  [2.71220]  [1.27520]

645653.1  -1.377850  61.53370  -8.69E-06 IE(-2)
(1142743)  (0.61103)  (74.3355)  (6.0E-06)

[0.565001  [-2.25496]  [0.82778]  [-1.44120]

0.009702  2.67E-07  4.98E-05  1.77E-13 TX(~1)
(0.30383)  (1.6E-07)  (2.0E-05)  (1.6E-12)

[0.03193]  [1.64144]  [2.52168]  [0.11046]

0.161991  -4.84E-08  1.20E-05  -1.96E-12 TX(-2)
(0.39528)  (2.1E-07)  (2.6E-05)  (2.1E-12)

[0.40981]  [-0.22889]  [0.46694]  [-0.94220]

1.67E+12 2628449  1.43E+08  3.166628 C

YVY
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(1.6E+12)  (834315.)  (1.0E+08)  (8.23210)
[1.067211  [0.31504]  [1.41162]  [0.38467]

0.982355 R-squared
0.970592 Adj. R-squared
6.81E+13 Sum sq. resids
2382537. S.E. equation
83.51096 F—statistic
-332.2790 Log likelihood
32.50276 Akaike AIC
32.95041 Schwarz SC
10083849 Mean dependent
13893356 S.D. dependent

1.51E+57  Determinant resid covariance (dof adj.)

1.61E+56  Determinant resid covariance
-1478.117 Log likelihood

144.2016  Akaike information criterion

145.9922  Schwarz criterion

(Backward) &y bl 85  juial) Jaad) JUsa) il :(V)d s
Stepwise Regression: GDPG versus FDI; GE; TX

Backward elimination. Alpha-to-Remove: 0.1

Response is GDPG on 3 predictors, with N = 25

N(cases with missing observations) = 1 N(all cases) = 26
Step 1 2 3
Constant 16.65 16.48 16.94
FDI -0.00000 -0.00000

T-Value -0.80 -0.81

P-Value 0.431 0.424

GE 0.00000 0.00000 0.00000
T-Value 2.27 2.42 4.54
P-Value 0.034 0.024 0.000
TX -0.00000

T-Value -0.12

P-Value 0.904

S 23.2 22.6 22.5
R-Sq 48.86 48.83 47.28
R-Sqg(adj) 41.56 44,17 44,99
Mallows C-p 4.0 2.0 0.6
PRESS 15064.3 14213.6 13070.2
R-Sqg (pred) 31.68 35.53 40.72
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(Forward) &yl G ¢ jsiall JaaNl JL3a) gilii (V) Jsea

Stepwise Regression: GDPG versus FDI; GE; TX

Alpha-to-Enter: 0.15 Alpha-to-Remove: 0.15

Response is GDPG on 3 predictors, with N = 25

N(cases with missing observations) = 1 N(all cases) = 26
Step 1
Constant 16.94
GE 0.00000
T-Value 4.54
P-Value 0.000
S 22.5
R-Sg 47.28
R-Sqg(adj) 44,99
Mallows C-p 0.6
PRESS 13070.2
R-Sqg (pred) 40.72

Best alternatives:

Variable FDI
T-Value 3.53
P-Value 0.002
Variable TX
T-Value 1.24
P-Value 0.227
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31- Patrick Guillaumont, L'absorption du capital, édition Cujas, Paris, Sans année
d'édition, p 88.
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