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THE ROLE OF FOREIGN DIRECT INVESTMENT IN THE IRAQI ECONOMY 
 

HIKMAT SALMAN KHUDHAIR 

MANAGER 

FOREIGN ECONOMIC RELATIONS DEPARTMENT 

MINISTRY OF TRADE 

BAGHDAD 

 

ABSTRACT 
The problematic financing for development and rebuilding what was destroyed by wars infrastructure and the duration of the siege and bridge the underdevelop-

ment gap which is problematic real emerged as a result of declining real income and low savings throughout the past period, causing a lack of domestic investment 

and the reluctance of foreign investors from entering into the country as a result of the lack of security and safety is known Capital is characterized by cowardice 

and thus to the reluctance of international banks to lend addition, the magnitude of the debt of Foreign Affairs of Iraq and the subsequent debt service and 

compensation in addition to that most of Iraq's annual budget allocations go 60% operating expense compared to 30% of investment allocations of a proportion 

that does not meet the huge burdens and building a country like Iraq, and so the study of impediments to foreign investment and analytical study of deep ultraviolet 

rays diagnosed depth of the problem  . That foreign investment-oriented important economic sectors lead to the development of those sectors and the foreign direct 

investment directed towards the oil sector leads to the result to increase the financial resources and the promotion of public revenues of the state, which is reflected 

positively on the economic development and reconstruction process in Iraq . 

 

KEYWORDS 
Iraqi economy, foreign direct investment. 

 

1. THE CONCEPTUAL FRAMEWORK FOR INVESTMENT 
.1 The definition of investment: There are many concepts and implications of this economic term, depending on the economic schools and the communities 

dogma and planners approach it means: 

 

1.1.1 linguistically: - Investment of the fruit, and the fruit is the kind of money, and (invest) meaning develops or increases, but is usually in the money in its various 

forms, which include real estate or personal property and the rest of the physical forms. 

1.1.2 In addition to the stock of productive assets, such as capital goods- capital goods are equipment and facilities or goods. When the company built a new 

factory, these businesses represent investments. This meaning goes out to the added material goods, whether capital equipment or buildings or additions to 

existing stock. 

1.1.3 Use the money to make more money, or to earn income or capital increase, or both) and the Advanced meaning of what is indicated by the investment 

depending on the development that took place in the economic studies, particularly macroeconomic theory and the location of investment down of what it meant 

Investment multiplier. This means in turn, that any increase in investment lead to an increase in income equivalent to the increase in the number of investment 

times. 

1.1.4 Is the change in the balance of the capital during the specified period time and invest here, unlike the capital it represents a flow and not an existing balance 

and this means that while capital is measured at the specific point in time, the investment can be measured through a given time period. 

1.1.5 The investment means the use of cash and material savings in the economy, the composition of the assets of capitalism of the (fixed assets) used in the 

production of goods and services. 

Upon checking in at any notion of investment aforementioned concepts its focus on the physical aspect only, It is with this tendency tend to the old meaning of 

the Investment where the majority of communities are suffering a recession and the deficit and therefore need to be an annual increase in the gross national 

product, which means making investments specified any particular rate of a specific investment in accordance with the degree of disability and the recession, this 

concept no longer acceptable in the current era and the current phase which has evolved everything and the human became the focus of development and the 

process of evolution, he is the goal and the means and the cornerstone of all economic activity axes. 

The modern concept which popularized starting from the seventies and eighties is based on that investment activity multi-dimensional process that includes 

changes in the structures and tendencies, institutions, and acceleration in economic growth to achieve equality and the eradication of poverty. These are the 

targets of all communities and individuals it includes materially and humanly sides, the low level of living leads to low levels of education and health services, and 

these are linked in one way or another with lower level of income and the per capita share of it which would necessarily leads to a low standard of living and it has 

become not an accumulation material investment, but the ability to produce this accumulation, which comes to investing in human capital and intellectual capital, 

which has become important factor in the axis of human activity. If the increase in overall capital reflects the physical investment, the human investment expressed 

through spending on education, training and skills-building also including spending on research, development, and health…We conclude, as we have learned from 

economics that the work means creating the benefit as well as of the investment is also a work its goal is to increase national output and thus national income and 

then a good per capita income is reflected on the welfare of people ending reducing poverty, deprivation and inequality areas. The mechanism of this action is to 

directed the savings towards increasing capital goods by increasing capital formation on the internal level of any investor within the country and there may be 

funding Outsourcing is the subject of our research. 

1.2 The types of investment: investment can be divided according to the following criteria: 

1.2.1 Belonging standard which is: 

1) Private investment: - carried out by natural or moral persons are seeking to develop their public wealth and increase production. 

2) public investments: - carried out by projects in which the ownership of the means of production is to the state and aiming at achieving the public interest firstly, 

then go back to turn a profit. 

1.2.2 The objective of the investment standard, which is: 

1) Economic investment and its target is to increase in goods and services, thereby increasing the gross national product. 

2) Financial investment means the transfer of ownership of the investor money to another. 

1.2.3 by the standard of economic activity and divides: - 

1) Agricultural investment. 

2) Industrial investment. 

3) service-investment. 

1.2.4 According to standard investment material, namely: - 

1) Investment in goods and services. 

2) Invest in other things like machinery and equipment and real estate assets. 

1.2.5 Investment in financial assets such as stocks and bonds. 

1.2.6 by funding standard:  

1
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1) Domestic investment: This type of investment will be financed from within the country any source locally, whether from the private sector or the public and 

managed by profit-taking and investors hold the nationality of the country foster parent for those investments. 

2) Foreign investment: - Investment will be financed externally any source outside the country's borders, and these investments are designed to lock in profits and 

increased benefits realized it permission to invest outside of the border as a result of the transfer of capital and the various economic resources between different 

countries. 

1.3 Investment targets: the most important goals can be summed up investment activity the following points:  

1.3.1 Achieve economic growth increases the gross domestic product, and then the national income. 

1.3.2 Achieve a qualitative leap in all high growth and development sectors. 

1.3.3 Achieve real renaissance it includes the effects of all citizens, leading to reduce unemployment and improve the services and solving the housing problem 

and the development of technical skills as well as promote balanced production sectors. 

1.3.4 Build and develop master structures of society, including a positive impact on economic performance. 

1.3.5 Support the trade balance and balance of payments. 

1.3.6 Continuous development and innovation, which is based on the products of the human intellect, which is more important than investment in physical capital, 

because the latter depends on the first. socially, the investment process to what it means to raise the level of per capita income working to reduce poverty and 

deprivation areas and thus turning people to the attention of cultural, artistic and sporting issues as well as to reduce the illiteracy rate in the community as a 

natural result of investment in scientific, educational and research field through the expansion process building schools, universities and research centers, not to 

mention the construction of hospitals and social care homes and the remaining investment process and investment activity right first and last goal, as is evident 

by the planned decree facility in this section is the man, needs and aspirations and his humanity 

1.4 Investment financing sources: investment is known as an influx of spending and this spending is material in the first place goes to the aforementioned invest-

ment requirements and he must know the sources of this spending, namely: - 

1.4.1 National and local sources: - The Savings article the first and take the savings here many pictures since there are savings by enterprises (General) sector or 

individuals (household sector) or may be owed to cram (coercive) by country (domestic borrowing tax deficit financing). 

1.4.2 Foreign sources: - in the case of inadequate domestic sources for the purpose of supporting or intentionally hiring external sources in order to obtain goods 

and services complementary to local factors of production and there are different types of external financing, including: - 

A) Foreign loans and the possible obtained as a result of the country's foreign relations with any other countries or regional and international lending organizations. 

B) a foreign official financing flows received by the State concerned of other countries, including development aid and concessional flows of official development 

non-concessional loans to the World Bank. 

C) Foreign investment will be touched upon later. 

1.5 Strategic investment: The investment process is not a random process or reactions to unexpected situations but organized and planned and drawn scientifically 

so the investment strategy the need to achieve a successful investment decision, which means a long-term. Plan orientations of the state, investors and their 

movements both so much of the control institutions, whether public or private has a strategic investment in writing and official based on the doctrine of society 

and the pattern of the required development and economic orientations of governments and this strategy to minimize the risk of any wrong investment decision 

can be taken and can be divided into investment strategy into three basic parts: - 

1.5.1 Investment philosophy and outlines the nature of the relationship between the investor and the investment in which you must know the answer to the 

following questions: - 

- The investor is who will choose the type of investment and the method of financing. 

- Is it the will of its management and follow-up faced problems and difficulties and the investor is meant here either government or individuals or any other side. 

- Or is the investor of another kind as it will with the help of the region of the other to do the role. The investment philosophy generally reflects the sensitivity of 

the investor and his position on the investment that would like to enter into it and the nature of the danger to him return type. 

1.5.2 Investment objectives determine the investment policy specifications and characteristics and criteria for investments that must meet the investor's desire, 

which are commensurate with the investment philosophy and goals These policies include financial criterion of financial and non-used in investing assess it is to 

enter into investment projects not older than 10 years and the adoption of evaluating the principle of complementarily between the sectors of the national 

economy as the investment policies also include considerations relating to the size of the investment. 

Overall, the investment strategy is a tool through which to see what needs to be done and what should not be done with respect to investment decisions faced by 

any administrative apparatus for the investor. 

1.6 Investment Determinants: determinants of investment intended to factors that affect one way or another on the investment process positively or nega-

tively, namely:  

1.6.1 Interest rate (inverse relationship in accordance with the economic concept of investment) if the interest rate affects the opportunity cost of investment 

projects If the investor can borrow, the interest rate directly affects the cost of investing in a project but if the investor uses financial his assets, he waives interest 

that could have been derived if he loaned the money to someone else rather than invest it is known that the high interest rate increases the opportunity cost of 

any investment project and reduces the incentive to stay or low interest rate Votary opposite and this is evident in Figure one. 

1.6.2 Ssufficiently marginal capital, which means that the marginal productivity of invested capital or return on invested capital of any achieved by monetary unit 

invested, which can be built upon to direct investments, it is by comparing the interest rate prevailing in the market and among sufficiently marginal capital can 

set the amount of capital required to invest in any activity as long as the marginal efficiency of capital is greater than the interest rate all encouraged to increase 

investment, and that the investment process will continue as long as the marginal efficiency of capital is greater than the interest rate. 

1.6.3 The degree of risk. 

1.6.4 Availability of economic and political stability and investment climate. 

1.6.5 Other factors such as the availability of savings awareness and investment as well as provide effective financial market. Conclude by saying that the invest-

ment process is the main engine to do economic development and overall development, a special corner in the economic theory that the investment represents 

a vital and effective element to achieve the physical and social well-being if we take with interest that an increase primarily in investment will lead to increases in 

income to double investment and that any increase in income must go in part to increased investment by the so-called accelerated (the accelerator) on the other 

hand we can say that all investment process must be accompanied by a certain level of risk. 

And achieve a certain level of revenue and to create a real motivation to fund financial surpluses into investments must be that many of the key factors for the 

success of these investments, including a high degree of investment awareness of the economic climate, the legal availability, social and political with the availa-

bility of safety and the protection of investors' rights are available in addition to the existence of an efficient and effective financial market in space and time 

wanted to invest Hence, developed countries paid great attention to the investment through its issuing laws encouraging investment, legislation and necessary 

for the transfer of capital either in developing countries did this topic is given adequate attention despite the scarcity of capital in these countries, which we'll 

address later 

 

2. FOREIGN INVESTMENT 
2.1 Concept: did not stand a concept such as enjoyed by the (foreign investment) from the debate and differences and diligence despite the apparent clarity of 

verbal him and despite the spread as a prominent financial phenomena since decades of the last century Until a few years was seen for foreign investment, look 

at where a lot of caution and apprehension and frequency as the window that sneaks through which foreign countries to exercise its activities and policies or 

effects of the dye is national or anti sometimes. That was the last image is that recent decades brought visions of different ideas in large as ideologies have changed 

and changed facts and theories in various walks of life and economic especially at a time when the foreign investment during the years of the fifties and the sixties 
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and seventies are looking for the appropriate fields in which they operate without underserved welcomed by the developing countries and even confronting 

deduced these countries have become at the moment are looking for foreign investment and initiate its laws and granted the facilities and the issuance of laws 

and regulations that help them and give more temptations and traveling to areas where it fits within the country but became most developing countries compete 

in order to get and bring foreign investment. 

There are many implications of this concept, including a nutshell:  

2.1 (each use going on outside of the financial resources owned by a country of countries). 

2.2 WTO definition (WTO) foreign investment when the investor gets stable in a country (Home Country) to own assets or assets in another country (country's 

future Host Country) with the intention to have in the management of that asset. 

2.3 Definition of United Nations Conference on Trade and Development (UNCTAD) investment includes long-term relationships and reflects a lasting interest and 

control of an entity resident in one of economics is the economics of direct foreign investor or foreign investor of the project. 

And extracted from these three concepts for foreign investment are three basic elements make up this concept are: - 

2.3.1 This investment outside the borders of the country of financial resources. 

2.3.2 The investor's intention to participate in the management of these resources. 

2.3.3 Accept the future of the country for these resources the principle of participation or work and share in the fruits of the investment process. 

2.4 View historical and Roy thought: back foreign direct investment effectively in developing countries to the nineteenth century history, where these investments 

were concentrated during periods of colonialism in minerals, agriculture and public services sectors have seen the early twentieth century, the development of a 

large part of the infrastructure around the world through foreign direct investment, including electric power, telecommunications (but in real numerous studies 

have pointed to the history of the emergence of foreign investment at the founding of the East India company, which was passed to be held in London in 1600, a 

transnational company) showed. 

The back of foreign direct investment term in the writings of (Herbert feis1930 m) for the first time and is the scientific term ((FDI)) summary is common in the 

English language (Direct Investment foreign) and was first used by the (Cleona lewis1938 m). 

Foreign direct investment has played an important and key role in economic development and industrial development for the different diameters of the developed 

world is now like the diameters of Western Europe and the United States of America and by the year 1914 had accumulated global balance of foreign direct 

investment is estimated at $ 15 billion and the United Kingdom at the time the largest source of foreign investment, followed by US United And Germany, and 

America was the largest recipient of foreign direct investment. In 1928, foreign direct investment amounted to about $ 66 billion, and British companies were still 

the largest investors have turned more than half of those investments to developing countries, particularly in Latin America and Asia, especially in the sectors of 

agriculture, mining, infrastructure and overall Britain took control in pre-World war I on about 42% of total global international financing total. 

In the wake of World War II, foreign direct investment pattern has changed since becoming the United States the main source of those investments and became 

investment in manufacturing most common type of investment has prevailed fear among developing countries was motivated by the potential negative effects of 

foreign direct investment such as creating dependency economic and political interference was Chan so that these investments have experienced significant 

declines in that era... in the seventies foreign direct investment, improvement in commodity prices, particularly oil and gas, as well as surplus budgets of countries 

exporting goods to those but they were not in favor of foreign investment affected Where that money is recycled to developing nations re in loans provided by 

international banks, developing countries have become more dependent on those loans and less interest in direct foreign investment and thereby helped by the 

benefit of developing countries of the increase in the prices of primary commodities enough to meet the investment needs of domestic savings without the need 

for foreign direct investment. 

This continued decline in the volume of FDI until the first half of the eighties, as developing countries have tried to restore economic stability and the impact of 

falling oil prices and other commodities, and thus proceeded to implement a program aimed at reducing restrictions on foreign investment to restore economic 

stability and thus the flow of international capital appeared to developing countries concentrated on the export-oriented industries due to lower operating costs 

and increase the adequacy of the market. 

The nineties saw the move production elements significantly and markedly across countries of the world and the continued flow of FDI to developing countries, 

with the increasing adoption of privatization programs and encourage investment and the liberalization of foreign trade policies. 

For Iraq, the foreign investments are almost formerly confined to the oil sector in the monarchy production was, however, the British foreign companies, and the 

rest of other companies is the concessionaires in oil production even after the end of the monarchy has been hiring in 1950 foreign companies against the backdrop 

of The Governing Council of reconstruction in order to accomplish many of the projects in the fields of agriculture, irrigation, roads, bridges either the period 

following the 1963 change in economic thought that was leaning towards a totalitarian central system and so-called socialist approach has won and that's what 

drove her to make decisions of foreign investment opposed and thus control all the country's economic facilities such as the nationalization decisions and confis-

cation But after 2003, and for the transition to a market economy has opened a wide area in front of any investment that would serve the national economy, 

particularly foreign direct investment, through the issuance of Foreign Investment Law No. (39) for the year 2003 and move forward on banking regulation and 

allowing foreign banks to open branches in Iraq, as well as pass a law No. (13) for the year 2006 to encourage foreign investment and all these steps and others 

were not sufficient to attract the expected investment. 

2.5 The types of foreign investment: foreign investment is divided into several types according adopted in the division of standard and these species are in terms 

of standard time, a division that concerns us in this study: - 

2.5.1 Foreign direct investment (FDI): - This is a long-term kind of where the time period and therefore do not offer it, but companies and institutions with huge 

potential as the companies intercontinental multinational and this type of company does not provide investment, but for its interest in the first place for this is 

controlled in production and prices by it exclusively. 

2.5.2 Foreign indirect investment (IFI): - This is the kind of investment in stocks and public bonds or private for profit by speculating in their host country market 

is a short-term investment is usually done by financial institutions such as banks and investment funds such as insurance companies and pension fund as well as 

people.  

 

3. FOREIGN DIRECT INVESTMENT (FDI) AND ITS ROLE IN THE DEVELOPMENT OF THE IRAQI ECONOMY 
3.1 Popularity: Foreign direct investment is a source of financing in developing countries, including Iraq, it is hoped that investments contribute to promoting 

economic and social development. It is wrong perception that the benefits that could accrue to developing countries due to attracting foreign direct investment 

can be obtained at no cost investment them the motives of the internationalization of their activities, and that countries that encourage national companies to 

invest in other countries seeking from behind to achieve economic and political goals, which means that foreign direct investment is governed by common interests 

between the parties to the investment The degree of benefit of each party to a large extent on the policies and procedures of the other party on the quality and 

nature of the investment, which represents the essence of the relationship between the two parties in the following points.... It is possible benefits of foreign 

direct investment on the economy, Iraq, in particular: - 

3.1.1 Saving renewable source and the conditions of good to get the financial resources or foreign capital to finance development programs and plans, as Iraq is 

suffering from a financial dilemmas and economic return to the legacy of wars, international embargo and financial and administrative corruption These factors 

have grown during the past few years as the physical and human attrition cost the country a high price due to internal conflicts on the other hand cannot be the 

future rely only on oil export earnings, although it essential at the present time as may be consequent risk of grandparents, both in the absence of guarantees for 

the continuation of this vital resource consistently a sustainable result of many reasons, including financial oil markets turmoil and volatility of the prices 

3.1.2 Contribute to national ownership of development and raise the contribution of the private sector in the GDP and creating a new class of businessmen by the 

members of the community to contribute to the investment projects or the development of new projects backing of foreign investment projects, enabling the 

private sector to contribute to the development process, particularly national ownership of development for Using capital or foreign capital or find virtue of that 
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enjoyed by the private sector of flexibility in dealing with investment institutions and finance houses and the contribution of the private sector in the construction 

process represents the second side to support the process of democratic development through the creation of an economic sector financiers partners A specific 

area of the independent national economy and the dominance of state control, which limits their ability to lead to authoritarianism, including building a partnership 

between the public and private sectors in order to achieve integration between them both and the community. 

3.1.3 Facilitation Iraq access to modern technology, particularly in industry and the IT sector and this is extremely sensitive because of the modern technology of 

a role in the development and construction of the countries in the shortcut national entity a time at various levels and is known that the economic blockade 

suffered by Iraq for 13 years and led to the interruption of Iraq scientific and technological development for the rest of the world, which led to the widening 

technology gap between him and the rest of the world on the one hand and the other side obsolescence of technology used in the most productive and service 

institutions, and this is sufficient justification for bringing in foreign direct investment, and has become a technology acquisition process overburden developing 

economies as estimated in some a passing years the developing world payments for the import of some elements of the technology more From 3/1 one-third of 

payments to service the debt and about 3/2 two-thirds of the total annual flow of foreign direct investments. That the price of high-priced for developing econo-

mies should therefore take advantage of the presence of foreign companies as it contributes to narrowing the accelerating gap globally note that multiple com-

panies Table. Owns about 95% of the technology and that means control over the technology market  

3.1.4 Saving new jobs as well as help in the development and training of human resources, with an estimated available labor and the size of Iraq's estimated 8.5 

million people (according to the World Bank) and the estimated volume of unemployment after the events of 2003 by about 30% and added to this number is 

known as underemployment in other words, a large number of workers in the unorganized sectors for low wages and hours of work oscillatory and thereby 

exacerbating the problem of unemployment in Iraq to disband the army and internal security forces and solving the Ministry of Information and lay off workers in 

a large number of plants and the activities of the private sector due to suspension of direct production after the events and presented the Iraqi market for the 

process of dumping by the neighboring countries, all of this make Iraq a yard suitable for bringing in foreign direct investment appropriate demand, at least at the 

current stage, if we take into account in addition to the previous indications that Iraq is characterized by a percentage of a high population growth in the youth 

sector and the proportion of large labor force estimated at 2.4% in the year where it enters each year (170) thousand new workers. (4) to the labor market and on 

the other hand is a labor demand to absorb all the new entrants to him and unemployed low work at the moment because of conflict and economic decline led 

to damage to many of the employment opportunities in the formal and informal sectors alike As a result, Iraq is suffering one of the highest unemployment rates 

in the region as it is more than the unemployed among young people half as well as a very high percentage of poverty (over 23%) at a time when the participation 

rate of women in the work is estimated at 13%, which is low by the standards of countries in the region. 

3.1.5 FDI works to stoke competition between companies and the Iraqi institutions and their counterparts overseas, and this results in the competition of the 

benefits of reducing monopoly and stimulate companies to improve product quality and services As these intensified competition even among foreign companies 

operating in the country and among the other companies out of the country forcing companies Find new ways to increase efficiency, including expanding its reach 

to new markets in the early stage and this is in the benefit of the country box.... it has become obvious to talk about foreign direct investment it means talking 

about giants and their as it proceeded to the internationalization of production through the export of capital after it was foreign investment focus on investment 

in the primary sector. 

3.1.6 Help open new markets for export, particularly to foreign giants have the best possibilities to gain access to export markets, including its expertise and skills 

of marketing high as the World Investment Report issued by the United Nations Development Programmer in 2002 indicates that foreign investment role by 

international companies taking the buildup in the globalizing world economy, the report said the number of these companies in 2001 amounted to approximately 

65,000 foreign company counts among 850,000 foreign company subsidiaries around the world, and the estimated number of employees by about 54 million 

people Compared to about 24 million people in 1990 it has reached a turnover of about $ 19 trillion, double the value of world exports, while the figures were 

equal in 1990 and accounted for multinational companies and affiliates ten global GDP According to the World Investment Report cit. 

3.1.7 Ccontribute to the improvement of the status of the balance of the Iraqi payments by increasing export opportunities and reduce imports and the influx of 

foreign capital and the Iraqi economy, known as unilateral economy side, directly depends almost or budget depends on oil revenues, as we have said, and as we 

have said that this economy has witnessed after the events of 2003 and earlier years in the international embargo period of great destructive hit infrastructure in 

agriculture, industry and services, as there are in Iraq now (192) project employs up to half a million workers as mentioned above, and these projects are now 

considered by virtue of obsolete technology and a burden on the Iraqi economy, in addition to what has happened of looting stopped, mostly for work processes 

and the status of the remaining non-economic works. 

3.2 Opportunities: the focus of the opportunities is to answer the following question: Where can we draw foreign investment in the case? No sense in any sector 

any sector his prized in the interest of speeding up the development process and the reconstruction process as long as it has been proven that foreign investments 

have doomed the positives on the Iraqi Economy as detailed previously. 

In order to answer this question, we should know that the Iraqi economy includes the following sectors: - 

3.2.1  Industrial and inclusive of extraction, marketing and manufacturing of oil. 

3.2.2 Agricultural including features from animal notch. 

3.2.3 Commercial including the movement of goods export and import selling. 

3.2.4 Service having financial and banking services and insurance. 

It is known that each sector has the ingredients are available in quantity and quality at the level of the area of Iraq as this country is characterized by possessing a 

wealth enormous oil, with estimated proven reserves of oil estimated at 112 billion barrels and nearly double that figure as a reserve potential either Iraq's gas 

reserves amount to (30000) billion cubic meters and features the oil wealth in the country, down development costs and production with high productivity of the 

well and the lack of depth compared to other countries in addition to Iraq's possession of good infrastructure in pipelines and reservoirs and pumping stations to 

facilitate connecting new fields of export facilities process then there is the availability of agricultural potential with the possibility of investment in the reclamation 

of vast land with a relatively low level of wage labor In general what is available from the neighboring countries and can prepare Iraq from countries that have this 

feature if large amounts invested in each of the infrastructure and productive sectors and juicy market size of the crucial factors in investment decisions more the 

expanded size of the market increased investment opportunities and increased feasibility of establishing cards projects The large Iraqi market is relatively broad 

market factors, the market is influenced by a horizontal size of the population, as well as vertical market influenced by factors which income level and living For 

individuals as well as to provide the relative experience in the field of value-added of basic industries in order to provide their own raw materials a percentage of 

large, making investment a priority for the country and The feasibility great for the investor permission Iraq the benefit of the environment and encouraging the 

introduction of foreign investment, but the question here is which sectors have priority in investment? In order to answer the question we must realize that Iraq 

and the Iraqi economy to be accurate in transition from a centrally planned economy to a market economy, this first, and secondly that the facts say that the Iraqi 

economy in a deadlock after the collapse that suffered as a result of the former regime and the destruction it has suffered after the US occupation policies For 

individuals as well as to provide the relative experience in the field of value-added of basic industries in order to provide their own raw materials a percentage of 

large, making investment a priority for the country and The feasibility great for the investor permission Iraq the benefit of the environment and encouraging the 

introduction of foreign investment, but the question here is which sectors have priority in investment? In order to answer the question we must realize that Iraq 

and the Iraqi economy to be accurate in transition from a centrally planned economy to a market economy, this first, and secondly that the facts say that the Iraqi 

economy in a deadlock after the collapse that suffered as a result of the former regime and the destruction it has suffered after the US occupation policies for 

individuals as well as to provide the relative experience in the field of value-added of basic industries in order to provide their own raw materials a percentage of 

large, making investment a priority for the country and The feasibility great for the investor permission Iraq the benefit of the environment and encouraging the 

introduction of foreign investment, but the question here is which sectors have priority in investment? In order to answer the question we must realize that Iraq 

and the Iraqi economy to be accurate in transition from a centrally planned economy to a market economy, this first, and secondly that the facts say that the Iraqi 

economy in a deadlock after the collapse that suffered as a result of the former regime and the destruction it has suffered after the US occupation policies all this 
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led to the suffering of Iraq's financial difficulties in addition to the current reality which indicates that of 810% of the population languishing in poverty, destitute 

and that up to 1215% under the destitute poverty line. 

Asking permission rapid orientation and timely for the development and reconstruction of highways to get to a balanced state and to begin phase starting right 

up to the stage of self-propulsion of the Iraqi economy and thus we get to the fact that the need to go to a payoff rewarding and a great and fast genie to 

overflowing with the same arrogance and speed on the rest of the sectors development and ages do not think the presence of the Gaza strip these specifications, 

such as the oil sector for the following reasons: - 

- Resources represent an important financial source to supplement the development plans and where wetlands occupy a large area in the body of the Iraqi 

economy that revenues accounted for the gain of 98% of the state budget revenues in 2008 compared with other sources of revenue for the budget as 

mentioned above. 

- Huge source of foreign currency to pay for imports, but hardly the only source where make up almost 100 percent of Iraq's revenues and cash from abroad. 

- The oil sector and oil industry provide energy and fuel sources needed industrial and consumer purposes. 

- Basic raw material for many of the private fertilizer, rubber, detergents and textile industries and each industry chemicals. 

- The importance of the oil industry in the strategic future of the global economy by the size of proven oil reserves and resources is proven 112 billion barrels, 

mounted and thus potential weak figure) and the expected production volumes. 

3.3 The development and investment of the oil sector model of the opportunities available: There is controversy does not end on the feasibility of foreign 

investment, traditional and opinion indicates that these investments take more than they give either talk inferred from the fact experiments opinion indicates that 

these investments are of the most successful mechanisms for the overall development of the host country and between the two views is no third team he thought 

should be the recognition of the existence of common goals between the parties of investment (international companies host country native country) represents 

a basic foundation to activate foreign investment and achieved the target of foreign investment through good governance between the three parties and comply 

with the agreed not inconsistent with the interests of each some researcher course with the third team In order to ensure the national interests and in general we 

get to the fact that the inevitable entry of foreign investment in such circumstances those experienced by Iraq for the reform and development of the oil sector in 

light of the debtor's economy by about $ 127 billion as stated in the Strategic Report of the Iraqi second for the year 2009 and suffering from difficulties financial 

bottlenecks economical insurmountable by foreign direct investment, according to the guidelines safeguard national interests, as we know that the required value 

of investments in oil and gas production sector and exported up to about 30 billion, including the cost of investment real-time required and costs to get to power 

six million b / d and expenses exploratory activity to maintain the level up and improve the export capacity and filtering.. 

This is a relatively large number for the data the economic reality of Iraq where you go around 60% of annual budgets expensed operational and 30% coverage of 

the program the import of foreign currency (2). From here came the need for external financing and as soon as the situation is not likely to delay as According to 

the latest available statistics that there are 2300 oil wells exist and actually engraved in Iraq and the daily production rate is not commensurate with the number 

of existing wells due to lack of investment capacity (technological and financial) to put these wells on the economic production lines (3). 

This is not only through the use of modern technologies in the global oil industry, especially in the field of extraction of oil legal techniques (drilling polymer 

injection second dioxide and smart wells and horizontal drilling) and these methods Iraqis technicians could not seem to know as modern and advanced methods 

and certainly reduce production costs especially in old fields. This is with regard to the Iraqi side The other side of any foreign companies Factors attraction to 

invest in Iraq large do not want to expand, but the most important of the cost of producing a barrel of Iraqi crude oil which is lower global average production per 

barrel of crude oil is one dollar of this feature is no cost very low in comparison with other producing countries of the important factors that encourage oil 

investment and production because it is reflected on the profit realized figures and companies aim to achieve a profit (4). 

3.4 Reform the oil sector: There are Muslim women must be approved and work in light of the effect that investment in the oil sector assumes a savings of a local 

with the oil sector as well as the ability to bring in foreign investment to work in this sector, or perhaps succeed in holding financial loans repaid from the product 

of crude oil and all these hypotheses depend largely on the following factors: - 

3.4.1 The desire of international companies to invest in Iraq. 

3.4.2 Survival appropriate perceptions on the global market, such as oil supply in the world and OPEC quotas within the global supply and global demand growth 

and price levels rewarding. 

3.4.3 possibility to exempt Iraq from within OPEC quota system due to the circumstances experienced by now, or at least take this into consideration when 

determining the quotas. 

  

4. CONCLUSIONS 
4.1 As long as there is a shortage in the sources of financing for development and reconstruction in Iraq must be resorting to foreign direct investment as it 

represents one of the alternative sources of external funding to local sources. 

4.2 The isolation of the Iraqi economy for the movement of the global economy does not serve the development and the process of evolution, but it runs counter 

to the direction of the failure of the economy as reflected in the life of the citizen. 

4.3 There is a common interest between the foreign investor and the host country because both profit from the investment and that the process of the host 

country is the biggest gainers as the product of the investment process will remain on the land of this country and recorded in his favor through to be made of the 

economic infrastructure development and skills development and raise the level of well-being. 

4.4 That stimulates domestic investment and draw on as long as there is foreign investment in the country latter represents additions directly to capital accumu-

lation within the host country by increasing the number and the value and volume of production projects and capital equipment. 

4.5 Must recognize the existence of the determinants and obstacles facing the entry and operation of foreign companies a comprehensive and multi-start the 

weakness of the attractions do not end infrastructure, legislative and these constraints. 

4.6 There is an imbalance in allocations in the budgets for the benefit of the Iraqi operational expenses at the expense of investment expenditure and this is 

contrary to the logic of economic laws Investing, whether government or private, which is to give continuity and growth and creates added value and provides 

employment opportunities. 

4.7 The solution to the Iraqi oil sector, development and construction problems based fashionably is the key natural entrance to the economic advancement of 

the oil sector is still the leader in the sector of the Iraqi economy and will remain so until further notice. 

4.8 The oil contracts are not sacred texts cannot be edited and switch them and this is subject to the competence of the Iraqi negotiator who represents the 

interests of the country and the same opportunities for advancement and sustainability of development. 

4.9 The foreign investment can be a double-edged weapon at a time, which enables the advancement of the Iraqi economy, may be a factor if it hinders bad use 

and build vocabulary contracts are not subject to the supreme national interest by the Iraqi negotiator. 

 

5. RECOMMENDATIONS 
5.1 Must pass a barrier (taboo) your fear of foreign investment, the Iraqi economy is suffering isolation and drop out of global developments, particularly techno-

logical, so it should benefit from the advantages of FDI. 

5.2 The foreign investment according to the insert includes cash and in-kind capital the scientific definition of the State of the investor to the host country in order 

to get a concession granted to him, otherwise not considered foreign investment. 

5.3 Find a legislative, economic and security ground to encourage foreign companies to invest in Iraq, setting the operational mechanism relies experiences of 

countries that have preceded us in this field and failing to adhere currently available from the laws and policies and mechanisms, because the foundation in 

economic construction is widespread and proper investment, which guarantees the rights of investors and attract capital Iraqi immigrant money and secure the 

conditions necessary for that supplies which include: - 
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- Provide the guarantees necessary and appropriate incentives. 

- Freedom of converting profits and capital. 

- Facilitating administrative procedures (the introduction of one-stop shop). 

- The existence of an efficient and effective financial market in the space and time required for investment. 

- The establishment of free zones to attract foreign direct investment in high-technology sectors needed by the country in which it is a backward chronologi-

cally and artistically. 

- The presence of infrastructure subsidized services. 

- Speed up customs procedures and exemption from customs duties and taxes on exports and free zones exempt from property laws. 

5.4 Don't promote investments that have a local funding source and not become a burden and a competitor for local production. 

5.5 Draw a clear strategy for foreign investment to achieve a balance between investor interest and the national interest which is determined areas in which 

foreign investment enters and how it enters without having the door open to all areas of any that do not call for any investment, but that kind corresponds to the 

plans and programs required for the development of Iraq and the environment. 

5.6 Optimum utilization of oil wealth to diversify the sources of the Iraqi economy and the development of chemical industries, prevailing and complementary 

structure and the development of non-oil sectors. 

5.7 Maximizing oil revenues through the programmed investment to develop the fields and increase production capacity and efficiency of the activation of the 

human element of art. 

5.8 In the oil field should also focus on the participation contracts due to its quick reaction and the potential of a huge big paybacks catalyst side investor but only 

if the existence of controls to ensure Iraq's national interests with global firms and be careful of such contracts as it should provision that change the nature of the 

contract upon the imposition of new taxes or when you change the structure of the oil sector 

 

6. SUGGESTIONS 
In our research we tried to give this concept a year and consolidate the subject of investment, and the way to reach this understanding, it is through the study of 

the concept of investment, which is considered as one of the economic variables which has a very important economic development. It is a dangerous variable If 

you do not use it improves the best, because it is linked very closely to national income and accumulation of economic capital. 
Through we dealt with the evolution of direct global flow of foreign investment and the share of developing countries, including Iraq, it became clear to us that 

there is a rapid movement flows global foreign direct investment in recent years, for several reasons, including the economic transformations of the States towards 

privatization and the market economy, and the trend towards opening up to global markets and foreign investment and the emergence of economic blocs, and 

the proliferation of mergers and acquisitions for companies across borders, and the expansion of activity of transnational'. But this investment expansion in 

developing countries faced several obstacles 

Through our assessment of the impact of recent global developments on the foreign direct investment in Algeria, it became clear to us that there are many negative 

effects, despite the privileges granted and our assessment as well as policy stimulus on investment, it shows that the investment climate has not worked to attract 

and encourage foreign direct investment and domestic private investment, because of the problems and obstacles many suffered by the investor, although tax 

incentives and guarantees granted to investors. 
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