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Abstract

This study aims to analyze the impact of the integration between monetary policy instruments and trade
openness in enhancing the efficiency of the labor market in the Iragi economy. This is achieved by measuring the
effect of money suppiy, inflation rate, trade openness, and foreign direct investment on the unempioyment rate during
the period 1980—2022, using the Autoregressive Distributed Lag (ARDL) model. The study finds evidence of
cointegration among the variables, indicating the existence of a long—run equilibrium relationship iinking monetary
poiicy, trade openness, and labor market variables. The 10ng—run results show that money supply, inflation, and trade
openness have significant effects on unempioyrnent, while foreign direct investment does not exhibit a significant

impact in the long run. The findings further confirm that coordination between monetary policy and trade-openness
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policies can serve as an effective approach to improving labor market efficiency, particularly through reducing
unemployment and enhancing productive capacity in Iraq.

Keywords: Monetary Policy, Trade Openness, Labor Market, ARDL
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[UNIT ROOT TEST RESULTS TABLE (ADF)
INull Hypothesis: the variable has a unit root
At Level
UNE M1 IN TO FDI
t-Statistic -1.6613 -0.9816 -2.6659 -2.1289 -1.1468
IWith Constant
Prob. 0.4429 0.7512 0.0885 0.2348 0.6879
n0 n0 * n0 n0
t-Statistic -2.7334 -1.8118 -3.4213 -3.1245 -1.7192
IWith Constant & Trend Prob. 0.2292 0.6812 0.0621 0.1153 0.7250
n0 n0 * n0 n0
t-Statistic -0.1838 0.4246 -0.2364 -0.0646 2.2349
[Without Constant & Trend Prob. 0.6139 0.8009 0.5951 0.6553 0.9930
n0 n0 n0 n0 n0
|At First Difference
d(UNE) d(M1) d(IN) d(TO) d(FDI)
t-Statistic -9.9522 -6.5686 -7.0141 -10.8351 -8.3615
IWith Constant
Prob. 0.0000 0.0000 0.0000 0.0000 0.0000
t-Statistic -10.0386 -6.5909 -6.9414 -10.6459 -4.5448
[With Constant & Trend Prob. 0.0000 0.0000 0.0000 0.0000 0.0049
t-Statistic -10.0790 -6.6313 -7.0947 -10.9752 -6.9871
[Without Constant & Trend Prob. 0.0000 0.0000 0.0000 0.0000 0.0000
Notes:
la: (*)Significant at the 10%; (**)Significant at the 5%; (***) Significant at the 1% and (no) Not Significant
b: Lag Length based on SIC
(c: Probability based on MacKinnon (1996) one-sided p-values.
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(4) Jooer
Foagadd Ll 0l tL'
F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) 1(1)
Asymptotic:
n=1000
F-statistic 13.49478 10% 2.2 3.09
k 4 5% 2.56 3.49
2.5% 2.88 3.87
1% 3.29 4.37
Finite Sample:

Actual Sample Size 39 n=40
10% 2.427 3.395
5% 2.893 4
1% 3.967 5.455

Finite Sample:

n=35
10% 2.46 3.46
5% 2.947 4.088
1% 4.093 5.532
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ECM Regression
Case 2: Restricted Constant and No Trend
Variable Coefficient Std. Error t-Statistic Prob.
D(M1, 2) -0.274625 0.082050 -3.347048 0.0027
D(M1(-1), 2) 0.450111 0.089245 5.043542 0.0000
D(M1(-2), 2) 0.349647 0.081769 4.276059 0.0003
D(IN, 2) 0.050703 0.019036 2.663468 0.0136
D(IN(-1), 2) -0.219267 0.025434 -8.620988 0.0000
D(IN(-2), 2) -0.086706 0.030000 -2.890244 0.0080
D(TO, 2) -0.109113 0.036840 -2.961778 0.0068
D(FD], 2) -0.082566 0.037841 -2.181933 0.0391
D(EDI(-1), 2) -0.065858 0.034211 -1.925062 0.0662
CointEq(fl)* -1.458350 0.147438 -9.891265 0.0000
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Akaike Information Criteria (top 20 models)
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A
(6) J)J’.
GUI Bolawt A st £bs
Breusch-Godfrey Serial Correlation LM Test:
[F-statistic 1.866364  Prob. F(2,22) 0.1784
(Obs*R-squared 5.657248  Prob. Chi-Square(2) 0.0591
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2 b B 3y pse 1 LY U £l sy 1)) il pue 1Cae (e 228U Breusch-Pagan-Godfrey Lz pasen
sl s o xa5 0 Radl Lol Ji QW 0.05 &pall i o S e A Cal o 38l By B pdlasd)
{(GERRARD and GODFREY 1998) (3151 (3 ;plal) (ild s &Cas o ¥y Al

(7) dpud
Breusch-Pagan-Godfrey Lz

Heteroskedasticity Test: Breusch-Pagan-Godfrey

[F-statistic 1.182204  Prob. F(14,24) 0.3477
Obs*Rfsquared 15.91788  Prob. Chiquuare(M) 0.3184
Scaled explained SS 8.785963  Prob. Chi-Square(14) 0.8445
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P gm0 j\ﬂ (0.382649) jla= M Al i ik C Csy:}\ Glsd Q,MH\ C”J g Jarque-Bera Lz (2) Sl {y
2 82 e 35m a1 Bl o 1t Lo el gl 5 Bl of s 0 Bl Bm 2 ol oS5 Y adey 0,05
. (GERRARD and GODFREY 1998)éLa>\/\ S

10
Series: Residuals
[ Sample 1984 2022
84 Observations 39
Mean -1.42e-18
¢ ] Median 0.024137
e Maximum 0.368141
4 | Minimum -0.359474
Std. Dev. 0.138231
Skewness -0.293712
2 Kurtosis 3.915016
0 ’—‘ ] ‘ ’—‘ Jarque-Bera  1.921273
T T T T T T T T i ™
0.4 0.3 0.2 -0.1 0.0 0.1 0.2 0.3 0.4 Probability 0.382649
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[Date: 11/22/25 Time: 13:07
Sample: 1980 2022
Included observations: 39

Q-statistic Probabﬂities adjusted for 14 dynamic regressors

Autocorrelation Partial Correlation AC PAC Q-Stat Prob*
g g 1 0.088 0.088 0.3235 0.570
[ g 2 -0184  -0.193 1.7826 0.410
IO | [ I 3 -0149  -0.118 2.7708 0.428
| I g 4 -0087  -0.104 3.1175 0.538
| | [ | . 5 0.001 -0.036 3.1176 0.682
[ [ 6 0.157 0.115 43183 0.634
g ! IO 7 0077  -0.138 4.6159 0.707
[ [ 8 0.034 0.098 4.6744 0.792
IO | [ 9 0.097 0.085 5.1797 0.818
[ [ 10 0.115 0.134 5.9036 0.823
[ | gl 11 0.056 0.091 6.0839 0.868
0 | | 12 -0.053  -0.010 6.2502 0.903
| I [ 13 -0.028 0.098 6.2970 0.935
0 I 14 -0.055  -0.069 6.4876 0.953
g o g o 15 -0.106  -0.106 7.2322 0.951
| I g o 16 -0.006  -0.042 7.2346 0.968

“Probabilities may not be valid for this equation specification.
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35 55 88 Slysne f slacid e e SWIy 58 4 K8l 22 e il Ramsey RESET Test s £l il Joud e
samb YAl ggiame oo Jel (#5(0.1012) by (P-value) alle) dg2 (2.916) F d3las) a8 2l (9) o 3 fjﬁ i é\;ﬂs Je
Sl s Yy bl Kl 3 A0 s Yy m® K 02 23580 o e s G (HO) Zall 2ol ) (S5 Y ey (%)
o i) ) j5m 1 L it s
(9) dpoer
Rameey RESET Test jl- £ls

Ramsey RESET Test

Specification: D(UNE) D(UNE(-1)) D(M1) D(M1(-1)) D(M1(-2)) D(M1(
-3)) D(IN) D(IN(-1)) D(IN(-2)) D(IN(-3)) D(TO) D(TO(-1)) D(FDI)
D(EDI(-1)) D(FDI(-2)) C

Value Df Probability
t-statistic 1.707697 23 0.1012
IF-statistic 2.916228 (1, 23) 0.1012
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[F-test summary:

Sum of Sq. Df Mean Squares
Test SSR 0.081704 1 0.081704
Restricted SSR 0.726096 24 0.030254
Unrestricted SSR 0.644392 23 0.028017
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Jeslall Ja¥ (3 B t\" g 113

(10) JJJ’.
Javt b 3l £l

Levels Equation

Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(M1) -0.536435 0.171948 -3.119751 0.0047
D(IN) 0.163128 0.056841 2.869892 0.0084
D(TO) -0.167267 0.070720 -2.365198 0.0264
D(FDI) -0.042383 0.073760 -0.574612 0.5709

C 0.024382 0.028936 0.842636 0.4078

[EC = D(UNE) - (-0.5364*D(M1) + 0.1631*D(IN) -0.1673*D(TO) -0.0424
*D(FDI) + 0.0244 )
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