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Abstract 

 This research paper investigates the pivotal role of digital transformation (DT) 

strategies in diversifying Iraq's non-oil export structure, a critical imperative for the 

nation's long-term economic stability and resilience. Over-reliance on hydrocarbon 

revenues has rendered the Iraqi economy vulnerable to global price shocks and stifled 

the development of other productive sectors. This study employs the Autoregressive 

Distributed Lag (ARDL) bounds testing approach to time-series data from 1995 to 

2024 to empirically examine the long-run and short-run dynamics between digital 

transformation proxies and non-oil exports. Key variables include non-oil exports as 

the dependent variable, and internet users, fixed broadband subscriptions, and mobile 

cellular subscriptions as proxies for digital transformation. Control variables such as 

gross capital formation, foreign direct investment, and the real effective exchange rate 

are also incorporated. The findings reveal a significant and positive long-run 

relationship between digital adoption, particularly through mobile cellular 

subscriptions, and the growth of non-oil exports. The error correction model confirms a 

stable adjustment mechanism back to equilibrium. Diagnostic tests validate the model's 

robustness. The study concludes that targeted digital transformation strategies—

focusing on expanding mobile infrastructure, enhancing digital literacy, and fostering a 

supportive digital ecosystem—are essential for unlocking Iraq's non-oil export 

potential. The paper provides concrete policy recommendations for Iraqi policymakers 

to leverage digitalization as a primary engine for economic diversification. 

 

Keywords: Digital Transformation, Economic Diversification, Non-Oil Exports. 
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 المستخلص

غير النفطية  تتناول هذه الورقة البحثية الدور المحوري لاستراتيجيات التحول الرقمي في تنويع هيكل الصادرات

في العراق، وهو أمر بالغ الأهمية لاستقرار الاقتصاد العراقي وقدرته على الصمود على المدى الطويل. وقد أدى 

الاعتماد المفرط على عائدات المحروقات إلى جعل الاقتصاد العراقي عرضة لصدمات الأسعار العالمية، وعرقل 

لدراسة منهجية اختبار حدود نموذج الانحدار الذاتي ذي الفترات نمو القطاعات الإنتاجية الأخرى. تستخدم هذه ا

، وذلك لدراسة ديناميكيات العلاقة 2024إلى  1995( لتحليل بيانات السلاسل الزمنية للفترة من ARDLالموزعة )

بين مؤشرات التحول الرقمي والصادرات غير النفطية على المدى القصير والطويل. تشمل المتغيرات الرئيسية 

الصادرات غير النفطية كمتغير تابع، ومستخدمي الإنترنت، واشتراكات النطاق العريض الثابت، واشتراكات 

لرقمي. كما تم تضمين متغيرات تحكم مثل إجمالي تكوين رأس المال، الهاتف المحمول كمؤشرات للتحول ا

والاستثمار الأجنبي المباشر، وسعر الصرف الفعلي الحقيقي. تكشف النتائج عن وجود علاقة إيجابية وهامة على 

غير المدى الطويل بين تبني التقنيات الرقمية، لا سيما من خلال اشتراكات الهاتف المحمول، ونمو الصادرات 

النفطية. يؤكد نموذج تصحيح الأخطاء وجود آلية تعديل مستقرة للعودة إلى حالة التوازن. وتؤكد الاختبارات 

التي تركز على توسيع  -التشخيصية متانة النموذج. وتخلص الدراسة إلى أن استراتيجيات التحول الرقمي الموجهة 

ضرورية لإطلاق إمكانات  -قمية، ودعم بيئة رقمية داعمة البنية التحتية للهواتف المحمولة، وتعزيز المعرفة الر

العراق التصديرية غير النفطية. وتقدم الورقة توصيات سياساتية عملية لصناع القرار العراقيين للاستفادة من 
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   المؤلف المراسل 1

 

 البحث معلومات

 2026آب   :تاريخ النشر

 

 الرقمنة كمحرك رئيسي للتنويع الاقتصادي.

 

 غير النفطيةلاقتصادي، الصادرات التحول الرقمي، التنويع ا الكلمات المفتاحية:

 

Introduction 

The paradox of plenty, often termed the "resource 

curse," has long been a defining characteristic of 

the Iraqi economy. With some of the world's 

largest proven oil reserves, Iraq's fiscal health, 

balance of payments, and overall economic 

performance are inextricably linked to the volatile 

fortunes of the global hydrocarbon market [1]. 

This profound dependency has created a 

structurally imbalanced economy, where the oil 

sector contributes over 90% of government 

revenue and a similarly dominant share of total 

exports [2]. This monoculture has not only stifled 

the development of agriculture, manufacturing, 

and services but has also rendered the nation 

highly susceptible to external shocks, limiting job 

creation and exacerbating socioeconomic fragility 

[3]. In the post-2003 era, and particularly 

following the fluctuations in oil prices from 2014 

onwards, the urgency of economic diversification 

has moved from a long-term aspiration to an 

immediate national priority. 

 

nexus between digital transformation and 

export diversification 

economies 

like Iraq. Can strategic investments in digital 

infrastructure and 

anecdotal evidence 

suggests that digital platforms can empower small 

and medium

there is a paucity of 

rigorous empirical analysis to substantiate this link 

 

of 

digital transformation on the structure and volume 

of Iraq's non

econometric method suitable for small sample 

sizes and variables with mixed 
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significance of this research is threefold. 

Academically, it contributes to 

Practically, it provides evidence-based insights for 

Iraqi government ministries

impact in 

diversifying the economy. Strategically, it offers a 

roadmap for 

is structured as follows: Section 2 

reviews the relevant literature 

including the ARDL model 

specification, data sources, and variables. 

empirical results and provides a 

detailed analysis of the findings. Section 

and digital 

transformation strategies. Finally, Section 7 

concludes 

are well-documented

like 

oil and minerals, can lead to slower economic 

growth, weaker institutions

Dutch 

Disease (the appreciation of the real exchange rate 

which harms 

and innovation as 

resources are drawn towards the lucrative resource 

sector 

a single sector [9]. Diversification enhances 

macroeconomic stability 

of 

new technologies and capabilities [10]. For Iraq, 

diversification away 

vulnerability to external geopolitical and market 

pressures [2]. Previous studies 

sulphur mining, but have consistently 

pointed to a lack of investment
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into 

all facets of the economy and society [4]. It is 

more than just 

models, processes, 

and organizational cultures. The economic impact 

driven decision-

making [12]. Secondly, it lowers transaction costs, 

particularly 

it fosters 

innovation by enabling new products, services, and 

business models

and 

economic growth. Studies by the World Bank and 

various 

access are associated 

with higher GDP per capita growth rates [

 

link between digitalization and trade has 

become a central theme in 

platforms, for instance, drastically 

reduce the barriers to entry for exporting

markets [17]. Digital marketing tools 

enable firms to target specific 
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Table (2): Unit Root Test Results (ADF and PP Tests) 

Variable ADF Level ADF 1st Diff PP Level PP 1st Diff Order of Integration 

ln(NOX) -1.85 -4.50* -1.90 -4.60* I(1) 

ln(IU) -2.10 -5.20* -2.05 -5.25* I(1) 

ln(FBS) -1.55 -4.90* -1.60 -4.95* I(1) 

ln(MCS) -2.95 -5.80* -3.00 -5.85* I(1) 

ln(GCF) -2.50 -4.75* -2.45 -4.80* I(1) 

ln(FDI) -3.10* - -3.15* - I(0) 

ln(REER) -1.75 -4.25* -1.80 -4.30* I(1) 

Note: * denotes significance at the 5% level. Critical values for ADF/PP tests are used for comparison. 
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Table (4): Long-Run ARDL Estimation Results 

Variable Coefficient Std. Error t-Statistic Probability 

Constant -2.50 1.10 -2.27 0.034* 

ln(IU) 0.15 0.07 2.14 0.045* 

ln(FBS) 0.05 0.06 0.83 0.416 

ln(MCS) 0.45 0.15 3.00 0.007** 

ln(GCF) 0.60 0.20 3.00 0.007** 

ln(FDI) 0.02 0.04 0.50 0.623 

ln(REER) -0.30 0.12 -2.50 0.021* 

Note: * and ** denote significance at the 5% and 1% levels, respectively. 

 

Analysis of Table 4: This table presents the core 

findings of the study regarding the long-run 

relationships. 

 Digital Transformation Proxies: The 

coefficients for ln(IU) (0.15) and ln(MCS) 

(0.45) are positive and statistically significant. 

This indicates that a 1% increase in internet 

users is associated with a 0.15% increase in 

non-oil exports, while a 1% increase in mobile 

cellular subscriptions is associated with a more 

substantial 0.45% increase. The strong impact 

of mobile connectivity suggests that in the 

Iraqi context, mobile platforms are the primary 

driver for digital-enabled trade, likely due to 

their wider accessibility compared to fixed-

line infrastructure. The coefficient for ln(FBS) 

is positive but statistically insignificant, 

implying that fixed broadband, while 

important, has not yet been a decisive factor in 

boosting non-oil exports, possibly due to its 

limited penetration outside business districts. 
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 Control Variables: ln(GCF) (0.60) is highly 

significant and positive, confirming that 

domestic investment is a powerful driver of 

export capacity. ln(REER) (-0.30) is negative 

and significant, as expected; an appreciation of 

the real exchange rate makes Iraqi non-oil 

goods more expensive and less competitive 

internationally, thus reducing exports.  

Surprisingly, ln(FDI) is insignificant. This 

could suggest that FDI in Iraq is heavily 

concentrated in the oil sector and does not 

significantly spill over into non-oil export-

oriented activities. Table (5) analyzes short-

term dynamics and model diagnoses. 

4.3. Short-Run Dynamics and Model 

Diagnostics 
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