ISSN E.2958-6941 ,ISSN P.1818-1074 Vol. 22 issue. 87 March. 2026

http://journals.uokerbala.edu.ig/index.php/ijas/index
Iraqi Journal for Administrative Sciences
4 02Y) aslall 48) jad) Adaal)

How Economic Diplomacy Shapes Export Performance: Theoretical Perspectives and
Future Directions
Yasmine Najm Abdullah Mohsen Al-Saad*!

Al cilga i g A el lai cilga g s jalall o) o AalaiBY) L shal) i Cis

Sl yal) Ciligall®e (5l yall (bl dnala cJlae V15 )0 and cslaBY) 55,10y 4K ]
1.College of Administration and Economics, Department of Business Administration, University of Basrah,
Iraq, Email: yasmin.najim@uobasrah.edu.iq *Correspondent author

SIS

Article information Abstract DOI: https://doi.org/10.71207/ijas.v22i87.5855

Article History: DD/MM/YY The current study aims to develop a conceptual framework to
Received: 02/02/2026 explore the role of economic diplomacy in export promotion. By
Accepted : 19/03/2026 integrating  four theoretical frameworks—institutional  theory,
Available online: 26/03/2026 resource theory, network theory, and transaction cost economics—the
Keywords: study adopts a conceptual and theoretical research approach. The
Economic Diplomacy, Export paper highlights four key mechanisms through which economic
Performance, Transaction diplomacy influences export outcomes: institutional legitimacy,

resource provision, network integration, and transaction cost
reduction. It also points to contextual conditions that may affect the
quality of economic diplomacy, including institutional quality and the
alignment of diplomatic initiatives with domestic policies. Formal
proposals (P1-P6) are presented to clarify these theoretical links and
2026/02/02 :p383) g )5 guide future field research. The paper draws lessons relevant to the
2026/03/19 : il J 58 & ) Iraqi context and demonstrates how diplomatic strategies can
2026/03/26 : sl g )l enhance institutional credibility, support local businesses, and reduce
risks associated with international trade. By integrating multiple

Cost Economics, Conceptual
Framework, Iraq

sdaalidall cilalst) theoretical perspectives and drawing policy-relevant insights, this
el cApala®Y ] Ll sl study contributes to the literature on international business and
s i S eaton] ceonomicsproviing bt for enprel g o
Gl ¢ oamliall JUaY) (Slalaal poncy POnCy g

strengthen export performance through the use of economic
diplomacy tools.

Citation: Najm Abdullah Mohsen Al-Saad, Yasmine. (2026). How economic diplomacy shapes export
performance: Theoretical perspectives and future directions, Iraqi Journal for Administrative Sciences, 22
(87), 591-606.
i 5 Byl s g5 sl palaal) o1 e AslaBY) gl shall 555 oS (2026) .covanly canl puine dll 2 and 1Y)
.606-591 «(87) 22 ¢4y yloY) p slell L] jof] dnad) Al itine
oaliiull
ki ) ) zed ODR (gl ol g 55 B Aula®Y) Ganla shall 53 CLESELY amlia jlal sl ) Alal) Al jall Cangs
Lok Laslie Lisg lagie Al pall a0 cDlalaall adlSs ilaliatil 5 Sl Ay 55 ca ) sall 450t g g pall 4y 51000 4
55 el fue L8l A5 il paliall il Lo BalaBY) dla sbal) NS (e 555 Ry lll i e o gl 38,50 Bl
LBy Ae shall 8353 o 5355 38 3 A8l oy Bl Y Al a5 LS 0 alanal) CllSS ity etSatl) JalSS <3y sl
028 zuia gl (P6 () P1 (30) dpeny Ol yie paiy dalaall Sl &mu)m\ Gl all dae ga g Slosasall Baga &y A Loy
DSy as C..A}.\} @\)’d\ Ol sl Gugyall (amy 48560 Laldiad Sldiee Dilaedl gl aagiy 4\4)1:.\3\ .Lu\})ﬂ
e DA (e il sall 5 5alls iyl lalall Iy claall S ) ae 5 5 cipnans ol Alamall (puin (of e shiall cibinsl ]
LB 5 4 5l 5 lacll Jlaely Adlaiall i) 8 Al jall o34 aalas cclulidly dlia i3 (55 padladind 5 Baseie 4y ylas Hlai Cilga
Alaaia) JA (e @l paball elal 3 3a3 () 0 shaes ) ) glical saie Cilia 55 535 el SR Lulul 8 50 Las ¢ sall
Aaalasi) dsula ghall &l o

591


http://journals.uokerbala.edu.iq/index.php/ijas/index
mailto:yasmin.najim@uobasrah.edu.iq
https://doi.org/10.71207/ijas.v22i87.5855
https://creativecommons.org/licenses/by-nc-nd/4.0/
https://orcid.org/0009-0000-7823-4921

Iraqi Journal for Administrative Sciences (2026 L) (87smmell-22xulsall) &gyl ¥l gglell dolyell dlgall

1. Introduction
Export performance is a key driver of economic growth and competitiveness, particularly

for developing and emerging economies aiming to diversify their export base and prepare
for the repercussions of crises (such as political, health, and security crises) (Fernandes &
Forte, 2022). Traditional explanations of export performance have predominantly focused
on firm capabilities, trade costs, and macroeconomic conditions. However, there is a
growing interest in the role of the state in enhancing international trade performance. In
this context, economic diplomacy has been defined as “the use of political means as
leverage in international negotiations, with the aim of enhancing national economic
prosperity, and the use of economic leverage to increase the political stability of the
nation” (Okano-Heijmans, 2011, p.17). Csabay and Cséfalvayova (2022, p. 10) further
describe economic diplomacy as “an institutional system dedicated to the promotion of
exports, investment, innovation and other forms of external economic cooperation.” This
underscores the importance of export promotion activities.

In practice, economic diplomacy encompasses a wide range of activities, including trade
negotiations, bilateral and multilateral agreements, export promotion through embassies
and trade missions, attracting and exporting investment, and effectively leveraging
diplomatic networks to support domestic companies in foreign markets (Ahmed & Islam,
2019; Pontes et al., 2024; Woolcock, 2025). Current research reveals that diplomatic
representation, trade agreements, and established export promotion mechanisms can
positively impact export volume, market access, and export performance (Moons & van
Bergeijk, 2017; Naray & Bezengon, 2017). However, research in this area remains limited
and often focuses on developed countries or relies on specific case studies, highlighting the
need to understand how economic diplomacy works to improve export performance. In this
context, Mouloudj (2021) emphasized the need for further research exploring the impact of
economic diplomacy on export promotion in the context of developing countries.

In recent years, some research has focused on investigating the impact of economic
diplomacy on exports in countries such as Portugal (Fernandes & Forte, 2022) and Croatia
(Peternel & Gress, 2021). These studies have demonstrated that economic diplomacy can
improve export performance. However, contextual factors may mediate this impact,
including economic factors (such as the competitiveness of domestic firms), political
factors (such as "political stability"), and technological factors (Naray & Bezencon, 2017;
Pacheco & Matos, 2022). This underscores the need for further research to uncover the
frameworks of economic diplomacy, particularly in emerging economies, such as the Arab
economies, many of which remain heavily reliant on oil revenues, like the Iraqi economy.
Furthermore, these economies are characterized by fragile institutions, limited international
integration, weak export performance, and dependence on natural resources—conditions
also prevalent in many conflict-affected countries. In this regard, economic diplomacy can
reduce institutional uncertainty, build credibility with foreign partners, and facilitate access
to information and networks, and support companies that lack the resources to enter the
international market (Garlick & Havlova, 2020; Pontes et al., 2024). However, the absence
of a coherent conceptual framework has limited the capacity to formulate effective
policies.
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In response to this challenge, this paper develops a theoretically grounded conceptual
framework to elucidate how economic diplomacy influences export performance. By
drawing on "institutional theory, resource theory, network theory, and transaction cost
economics", the study identifies the primary channels through which diplomatic actions
affect export outcomes and explores the conditions that contribute to the success of
economic diplomacy. Rather than concentrating on a single country, the paper adopts a
multi-faceted analytical perspective and draws policy-relevant insights for Iraq, a resource-
dependent economy seeking to strengthen its non-oil exports and reintegrate into global
markets.

Based on the above, our study is expected to contribute to the literature on international
trade and diplomacy. It will also provide policymakers in Iraq and similar economies with
insights into how to utilize diplomatic tools to enhance export performance.

2. Theoretical Framework

To achieve the study's objectives, four theoretical frameworks will be integrated. This is
because no single model or theory is sufficient to explain the complexities of interactions
among the major players (various stakeholders) in the international trade market.
Therefore, this study integrates "institutional theory", "resource-based view", "network
theory", and "transaction cost economics" to explain the mechanisms by which economic
diplomacy affects export outcomes. These perspectives, taken together, are expected to
provide a coherent conceptual framework for explaining how diplomacy shapes export
performance, particularly in a context where most developing economies suffer from
significant institutional constraints.

2.1. Economic Diplomacy as an Institutional Support Mechanism

Institutional theory highlights the role of formal and informal institutions in shaping
economic behavior by reducing uncertainty and conferring legitimacy (Doh et al., 2022;
Ruél, 2020). Exporters in developing economies, however, often encounter numerous
challenges, including weak domestic institutional support, complex regulations and
procedures (e.g., taxation, customs, banking, and currency exchange), corruption, bribery,
nepotism, political instability, economic dependency, and negative perceptions of product
quality in foreign markets (Alammar & Pauleen, 2022; Ruél, 2020). Accordingly,
economic diplomacy activities can mitigate some of these institutional constraints
(Bugarcic¢ et al., 2025; Fernandes & Forte, 2022; Pacheco & Matos, 2022). In doing so, it
can serve as a cornerstone for developing foreign relations and an important tool for
enhancing economic performance (Csabay & Cséfalvayova, 2022; Okano-Heijmans, 2011;
Pontes et al., 2024). As a result, it can play an effective role in promoting exports in
general and supporting local companies (especially those with limited capabilities) in
particular by helping them access foreign markets (Ahmed and Islam, 2019; Deng et al.,
2023).

Pontes et al. (2024) argued that the quality of economic diplomacy is linked to the quality
of implementation of a range of activities, including: (1) "promotional communications
and trade negotiations"; (2) investment facilitation and support; (3) trade dispute
resolution; (4) policy coordination and institutional efforts; (5) strengthening the capacities
of local businesses; (6) improving the country's image; and (7) participation in
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international cooperation initiatives. According to Fernandes and Forte (2022, p. 216), the
"size of economic diplomatic representation" is an important tool for overcoming export
barriers and promoting economic growth.

Furthermore, Li and Liu (2025) found that major agricultural exporters to China maintain
good diplomatic relations with the Chinese government, implying that building strong
bilateral ties can improve export performance. Similarly, Li et al. (2018) emphasized that
companies with close ties to their local governments are better positioned to leverage
intergovernmental diplomacy, which provides investment opportunities in friendly host
countries, mitigates political risks, and enhances their legitimacy. Moreover, economic
diplomacy helps reduce barriers to entry into foreign markets (Sultan et al., 2025). Indeed,
local companies sometimes face institutional obstacles (such as "unfamiliarity with foreign
laws and regulations") or cultural challenges (such as "language barriers") (Moons & van
Bergeijk, 2017; Woolcock, 2025). On this basis, economic diplomacy activities can
contribute to reducing barriers and bridging information gaps (Alammar & Pauleen, 2022;
Garlick & Havlovéa, 2020), for example, by providing brochures, seminars, training, and
meetings with potential business players. Similarly, economic diplomats can leverage the
frameworks and agreements of the "World Trade Organization" (WTO) to promote
promote their countries' interests, improve export flows, reduce tariffs, protect intellectual
property, and maximize foreign investmen (Mouloudj, 2021; Okano-Heijmans, 2012).

In Iraq, despite numerous challenges, the government continues to exert efforts to
strengthen state institutions and enhance governance and public trust. Therefore, economic
diplomacy can play a crucial role in restoring confidence in the country's capabilities,
improving its image, promoting tourism, attracting foreign investment, and concluding
more economic agreements to boost exports outside the hydrocarbon sector.

2.2. Economic Diplomacy as a Strategic Resource: A Resource-Based View

The resource-based view highlights the importance of intangible resources (such as
knowledge, information, technology, systems and procedures, and stakeholder
relationships) as significant competitive advantages for firms (Abbasi Kamardi et al., 2025;
Vigfusson et al., 2025). In this context, business networks, facilitation, market information,
and all the non-material advantages provided by economic diplomacy services are
considered invaluable intangible resources due to the difficulty firms’ face in acquiring
them (Sultan et al., 2025; Woolcock, 2025). Using a resource-based view, Safari and Saleh
(2020) found that the export performance of small and medium enterprises is affected by a
range of factors, including perceptions of barriers and risks, distance, support, networks,
innovation, and external factors (such as financing export activities and information
availability). Kamanga (2025) observed that many developing countries fail to fully
capitalize on the potential of economic diplomacy to enhance export performance and
expand trade volumes when engaging in economic diplomatic relations with China. In
Serbia, Bugarc¢i¢ et al. (2025) demonstrated that the quality of economic diplomacy
constitutes a critical instrument for strengthening cooperation and investment, fostering
intra-regional trade, and positively influencing export promotion. In Croatia, Peternel and
Gress (2021) demonstrated a positive correlation between the volume of exports and the
"staff employed in diplomatic mission".
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In practice, governments often provide exporting firms with valuable information about
external demand, potential constraints, regulatory procedures, and the nature of
competition through trade missions, export promotion programs, and agreements (Muter,
2025; Woolcock, 2025). Providing such resources undoubtedly encourages businesses
(especially those with limited capabilities) and enhances their ability to access foreign
markets (Peternel & Gress, 2021; Sui & Bull, 2025).

Based on the above, in the Iraqi context, where few companies possess sufficient
international experience and high competitiveness, economic diplomacy can be a crucial
resource that helps reduce barriers to entry into foreign markets and enhances the
competitiveness of small and medium-sized enterprises (SMEs) to improve export
volumes.

2.3. Network Theory and Relational Channels of Economic Diplomacy

In the economic sphere, network theory (paradigm/ approach) emphasizes the importance
of relationships and trust in creating and sustaining trade, viewing this phenomenon as an
interconnected and cohesive system (Hiibler, 2016; Kacziba, 2021). So, international trade
is not solely determined by price levels, contracts, and competitive advantages; social and
institutional networks can also play a significant role (Mouloudj, 2021; Safari & Saleh,
2020). Therefore, economic diplomats can act as intermediaries between local businesses
and foreign business networks (corporations, investors, intermediaries, etc.) (Peternel &
Gress, 2021; Rose, 2007). Indeed, the importance of consular and embassy representatives
as intermediaries increases in situations of cultural and geographical distance and when
trust is lacking between exporters and potential foreign network partners (Peternel &
Gress, 2021; Tsitsoglou & Zarotiadis, 2025). Consequently, building international
partnerships and networks is a cornerstone of a country’s foreign relations, significantly
enhancing bilateral trade, by approximately 25%, and generating dynamic effects that can
persist for up to five years (Zhou & Lin, 2025).

In the context of bilateral and regional partnerships, Chinese economic diplomacy has
played a significant role in recent years in fostering a new wave of China—Africa
cooperation across both public and private sectors (Faleye & Igechi, 2026). This approach
is widely viewed as mutually beneficial, contributing to local business development and
broader economic growth in host countries on a win—win basis (Zhou & Lin, 2025). Using
data from 100 countries, Visser (2019) found that economic diplomatic representation has
a stronger and more significant impact on exports of "differentiated goods" than on exports
of "homogeneous goods". He also argued that diplomatic representation facilitates the flow
of information and market access, and can reduce market failures. In Thailand, Jongwanich
(2025) found that well-designed free trade agreements exert a significant positive influence
on the export structures of partner countries, with preferential treatment playing a key role
in enhancing both the scope and performance of exports.

In the field of agricultural exports, Li and Liu (2025) highlighted that diplomatic relations
facilitate the development of strong ties with trading partners and that diplomatic
rapprochement exerts a positive and significant effect on "bilateral agricultural export
flows". Fernandes and Forte (2022) found that expanding the number of economic
diplomatic representation offices in foreign countries has a positive impact on export
volumes to those countries. Similarly, Ding et al. (2023) reported that “friendly” bilateral
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economic diplomacy between the home and host countries can facilitate the
internationalization of firms, thereby enhancing their export performance in the host
markets. In addition, Kamanga (2025) noted that official visits by high-ranking
government officials may exert both positive and negative effects on trade flows. Kamanga
also argued that establishing "formal diplomatic relations" is more effective than
occasional official visits.

Despite their importance, economic partnership agreements may face obstacles, such as
conflicts with the interests of powerful actors, or the absence of robust mechanisms for
resolving potential disputes (Wardani et al., 2025). Hence, it would be beneficial for such
agreements to be accompanied by the development of potential solutions to address these
challenges, which could enhance their long-term success. For Iraq, diplomatic networks
can be used to build a positive reputation to improve the prevailing image and impression
of the country, and to help local companies develop their exports.

2.4. Transaction Cost Economics and the Risk-Reducing Role of Economic Diplomacy
Transaction cost economics focuses on the costs associated with finding partners,
"negotiating contracts", "monitoring compliance", and implementing agreements
(Brouthers & Nakos, 2004; Williamson, 1989). In the context of export operations, costs
are likely to increase for several reasons, including geographical distance (transportation
costs), translation, customs duties, marine insurance, geopolitical risks, and conflicts,
among others (Brouthers & Nakos, 2004). Therefore, the efficiency and quality of
economic diplomacy services are highlighted by their ability to reduce the costs associated
with export operations (Alsuwaidi et al., 2024; Naray & Bezencgon, 2017). Indeed, the
diplomatic corps possesses expertise and access to a vast amount of information, enabling
it to provide guidance and implement measures that minimize unnecessary costs.

Economic diplomats, including "embassies, consulates, other diplomatic facilities,
investment and export promotion offices", and trade or state visit delegations, play a
critical role in providing local businesses with essential information (Rose, 2007;
Woolcock, 2025), such as market prices, opportunities, and trade fair details, by doing so,
they help reduce transaction costs, improve international flows of trade and investment,
and enhance the efficiency of capital allocation (Moons & van Bergeijk, 2017; Tsitsoglou
& Zarotiadis, 2025). In addition, economic diplomacy "facilitates trade by reducing
uncertainty" in international economic relations, thereby lowering "dispute resolution"
costs, enhancing returns on investment, and increasing the volume of international trade,
particularly exports (Alsuwaidi et al., 2024; Kamanga, 2025). In Portugal, Leitdo (2023)
found that a shared language between trading partners reduces communication costs and
enhances export performance. These effects, in turn, contribute to higher revenues and
reduced avoidable costs arising from information asymmetries or misunderstandings of
regulatory and procedural requirements.

In the case of Iraq, where exporters face numerous political and economic risks, diplomatic
missions can effectively contribute to reducing export costs, which could attract many
businesses to engage in exporting.
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2.5. Integrating the Framework: Economic Diplomacy and Export Performance
Building on these four perspectives, this study conceptualizes economic diplomacy as a
multidimensional mechanism that enhances export performance through institutional
legitimacy, resource provision, network integration, and reduced transaction costs. These
channels are mutually reinforcing and do not operate independently. Studies have revealed
that the effectiveness of economic diplomacy is linked to numerous contextual factors in
the exporting country, such as institutional quality, corporate competitiveness, market
complexity, technology level, government support, export marketing strategies, and
political stability (Naray & Bezencon, 2017; Ruél, 2020; Rose, 2007; Safari & Saleh,
2020). Accordingly, economic diplomacy cannot replace economic reform efforts. Rather,
it should be viewed as a complementary tool for enhancing export performance. In
practice, economic diplomacy may fail to achieve its objectives for several reasons,
including institutional corruption, weak governance, instability, structural imbalances in
the economy, and poor coordination (Mouloudj, 2021). With regard to the Iraqi economy,
this may indicate the importance of aligning diplomacy programs with institutional policies
to achieve sustainable gains in the level of exports.

This integrated framework thus provides a foundation for future research and offers
policymakers a new perspective to help them design and evaluate economic diplomacy
strategies aimed at improving export outcomes in developing and post-conflict economies.

3. Methodology

To achieve the objectives of this research, a "conceptual and theoretical approach" was
employed. Due to the difficulty in obtaining quantitative data, this research sought to
develop, integrate, and synthesize existing knowledge and frameworks in a rigorous
scientific manner, aiming to generate new insights and open multiple avenues for future
quantitative research (Jabarin, 2009; Webster & Watson, 2002). Accordingly, the author
reviewed and analyzed 40 previous studies directly related to economic diplomacy and
exports. In this process, to strengthen the arguments and provide a solid foundation for the
proposed framework, the most recent published studies (within the last five years) were
examined, most of which were indexed in the Scopus database, while duplicate studies
were excluded.

3.1. Study Questions

Our study aimed to answer four questions: (1) How does economic diplomacy contribute
to enhancing export performance? (2) What institutional and informational mechanisms
influence export performance? (3) What is the nature of the economic and institutional
conditions that enhance the effectiveness of economic diplomacy activities to improve the
level of exports? And (4) What lessons can be drawn from the literature to improve the
performance of Iraqi economic diplomacy?

3.2. Importance of the study

The significance of this study lies in its highlighting of the role of economic diplomacy
services for exporting companies. Furthermore, this study is expected to provide valuable
insights for policymakers, practitioners, and other stakeholders in developing countries,
such as Iraq, on how to utilize economic diplomacy tools to promote international trade
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and exports in their countries. Finally, given the scarcity of research in the Arab world, this
study is expected to contribute to filling some of the research gaps related to the field of
economic diplomacy.

3.3. Study objectives

In general, this study aimed to develop a conceptual and theoretical understanding of the
role of economic diplomacy in enhancing export performance. Specifically, this study
sought to: (1) explore the role of economic diplomacy and clarify its main tools and actors,
(2) integrate four theoretical frameworks to identify the mechanisms through which
economic diplomacy works to promote exports, (3) provide a conceptual framework that
defines the factors that shape the quality of economic diplomacy, (4) provide insights to
support Iraq's experience in non-hydrocarbon exports, and (5) highlight research topics that
can expand knowledge in this field.

3.4. Study Design

This research adopts a conceptual, theory-based research design involving four main steps:
First, summarizing existing knowledge on economic diplomacy and exports. Second,
developing a theoretical synthesis that integrates multidisciplinary perspectives to
conceptualize the potential framework through which economic diplomacy stimulates
exports. This integration helps explores interrelated dimensions, such as "institutional
legitimacy, resource provision, network connectivity, and transaction cost reduction",
thereby highlighting underlying causal processes. Third, developing proposals, whereby
proposals (P1-P6) are formulated that identify the expected relationships between
economic diplomacy and export performance, taking context into account. Finally,
drawing policy-relevant insights to enhance the role of economic diplomacy in developing
countries such as Iraq.

4. Propositions Development

The developed framework comprises six propositions, as follows:

Proposition 1 (Institutional Legitimacy Mechanism): We propose that economic
diplomacy can enhance export performance by strengthening institutional legitimacy and
reducing institutional uncertainty in international markets. In fact, this proposal reflects the
institutional theory argument that "diplomatic representation, trade agreements, and state
support increase the credibility of domestic exporters and facilitate their acceptance by
foreign partners."

Proposition 2 (Resource Provision Mechanism): In this proposal, we argue that
economic diplomacy can improve export outcomes by providing current and potential
exporters with intangible resources (such as market information, regulatory knowledge,
and diplomatic support). From a resource perspective, this proposal emphasizes the role of
diplomatic networks and export promotion services as valuable resources that can enhance
the competitiveness of domestic firms.

Proposition 3 (Network Integration Mechanism): In this proposal, we argue that the
impact of economic diplomacy on export performance can be enhanced through the
optimal use of existing networks. Integrating local businesses into international trade
networks can build trust and strengthen economic ties. Drawing on network theory, this
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proposal highlights the role of embassies and trade missions as intermediaries between
local exporters and foreign clients.

Proposition 4 (Transaction Cost Reduction Mechanism): According to this proposal,
economic diplomacy is expected to enhance export outcomes by reducing transaction costs
and mitigating risks associated with international trade. This proposal is derived from the
"Transaction Cost Economics" model, which highlights the role of trade agreements,
participation in trade fairs, negotiations, and dispute resolution in reducing export
operating costs.

Proposition 5 (Contextual Circumstances Mechanism): This proposal suggests that the
relationship between economic diplomacy and export performance is stronger in
economies characterized by weak institutions, high levels of uncertainty, or limited
corporate capacity. It adds a contextual dimension, demonstrating that economic
diplomacy is effective in developing and resource-dependent economies, such as Iraq's.
Proposition 6 (Policy Alignment Mechanism): This proposal suggests that economic
diplomacy services are most effective in improving export outcomes when effectively
integrated with domestic economic and institutional reforms and export support programs.
It emphasizes the need for integration and coordination among various economic actors.
Table 1 summarizes these six propositions.

Table (1) Description of the Six Propositions

Proposition Mechanism Description
Institutional Economic .dlplo‘ma.cy ephances ‘export performance.by
Pl o strengthening institutional legitimacy and reducing
Legitimacy o
uncertainty .
.. Economic diplomacy improves "export performance by
P2 Resource Provision . . . . . "
providing market intelligence and diplomatic support".
Economic diplomacy  facilitates "trust-based
P3 Network relationships ositivel influencin export
Embeddedness p " p y & p
performance".
P4 Transaction Cost Economic diplomacy reduces "trade-related risks and
Reduction costs, enhancing export engagement'".
P5 Contextual Effects of economic diplomacy are stronger in
Contingency "economies with weak institutions or high uncertainty".
Economic diplomacy is most effective when "aligned
P6 Policy Alignment | with domestic reforms and export promotion
strategies".

Source: Developed by the Author

Figure 1 shows the general conceptual model of the role of economic diplomacy in
promoting exports.
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Figure (1) Conceptual model of economic diplomacy and export performance

Economic Institutional Strategic Netwark Transaction
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+ Market Facilitation i

1 1
1 I
i

o...p| Institutional Quality (P5) |------eociooooiiooo. p| Policy Alignment (P6)

Weak Institutions Strotegic Coordination

Source: Developed by the Author

To support future quantitative research, we have suggested some potential quantitative
indicators for each proposal. These indicators provide quantitative measures for conducting
empirical measurements to verify the relationship between economic diplomacy and export
performance. The complete list of proposed indicators is provided in Appendix 1.

5. Policy Implications for Iraq and Future Research Agenda

5.1. Policy Implications for Iraq

From an economic standpoint, export performance does not depend on a single factor;
rather, it is shaped by a combination of macroeconomic conditions, including inflation
dynamics and exchange rate fluctuations (Muter, 2025). In this vein, Truong et al. (2025)
demonstrate that the "real exchange rate" has a positive long-term effect on export
performance in Vietnam, suggesting that currency depreciation can, under certain
conditions, enhance export competitiveness. In the Iraqi context, this implies that the
depreciation of the dinar could offer a potential competitive edge—particularly for firms
that are both capable of and willing to expand into international markets. However, this
opportunity is not automatic; it requires firms to possess sufficient capacity and strategic
intent to internationalize. Moreover, geography continues to play a crucial role in shaping
trade patterns. Leitdo (2023), for instance, highlights that geographical distance tends to
hinder exports, whereas proximity reduces transportation costs and facilitates trade flows.
Building on this insight, Iraq could benefit from rethinking its economic diplomacy
through a more geographically informed lens. More specifically, strengthening economic
ties with neighboring and politically aligned countries may yield tangible benefits. In
addition, there is considerable scope for promoting exports in sectors where Iraq already
enjoys a comparative advantage.

In practice, economic diplomacy involves far more than simply gathering publicly
available information. As noted by Moons and van Bergeijk (2017), it also entails
providing firms with access to high-quality, often non-public, information about business
opportunities, investment projects, and potential deals in foreign markets. This expanded
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role significantly elevates the importance of economic diplomacy, transforming it from a
supportive activity into a central mechanism for enhancing national export performance.
Against this backdrop, Iraqi economic diplomacy should take a more proactive stance in
assisting domestic firms—particularly in key sectors such as oil, petrochemicals, and
agriculture, including date production—to expand into strategic partner markets.

Taken together, these insights point to several key policy directions. First, enhancing
institutional credibility is essential; embassies and consulates can play a pivotal role by
facilitating trade agreements that strengthen Iraq’s reputation among international partners.
Second, greater emphasis should be placed on resource provision, ensuring that trade
missions and diplomatic offices supply businesses with timely market intelligence and
clear regulatory guidance. Third, network-building efforts remain critical. This includes
not only establishing new relationships but also deepening existing ones, for example
through active participation in international trade fairs and business forums. Furthermore,
reducing transaction costs should be a central objective. Economic diplomacy can help
streamline administrative procedures, support negotiation processes, and assist in dispute
resolution. It can also contribute to lowering export-related costs by facilitating trade
agreements that reduce or eliminate tariffs, easing compliance with technical standards,
and mitigating logistical and supply chain expenses. At the same time, access to reliable
information can help firms better manage economic and legal risks. Finally, these
diplomatic efforts must be complemented by sustained domestic reforms. In particular,
macroeconomic policies should continue to support the diversification of exports beyond
the hydrocarbon sector, ensuring a more resilient and balanced economic structure.

5.2. Future Research Agenda

The conceptual framework presented in this study offers broad prospects for future
research on the relationship between economic diplomacy and export performance. Given
the theoretical nature of this study, we encourage further research to examine, develop, and
empirically expand the proposed mechanisms across different contexts. Therefore: First,
future research can apply and empirically test the proposed mechanisms. Quantitative
studies could address the mediating roles of institutional legitimacy, access to resources,
networking, and transaction cost reduction, using data at the firm, sector, or country level.
Second, it would be beneficial to explore the specific contextual conditions of the quality
of diplomatic services. Comparative studies (between industries, sectors, and/or countries)
could provide valuable insights for stakeholders. Third, it is also important to examine
sectoral variations (e.g., oil versus non-oil) and firm-level variations (small, medium, and
large, or expertise and capabilities) in the impact of economic diplomacy to explore which
sectors or firms are most in need of diplomatic support. Fourth, qualitative research (such
as interviews, surveys, and document analysis) can provide deeper insights into export
problems and how to overcome them through economic diplomacy activities. Furthermore,
in the age of artificial intelligence, it would be valuable for future research to examine the
role of digital technologies in enhancing the effectiveness of economic diplomacy and to
explore the implications of these developments for export performance. Finally,
researchers can study the long-term effects of economic diplomacy services on export
performance, a country's reputation, foreign investment attraction, and foreign tourism.
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Such studies are likely to help identify weaknesses and understand the level of investment
required to develop economic diplomacy activities.

6. Conclusion

This study aims to provide a conceptual framework explaining how economic diplomacy
impacts export promotion. Building on previous research, it integrates institutional theory,
resource theory, network theory, and transaction cost economics to explore the
mechanisms of influence. The framework developed in this study highlights four
interconnected channels—"institutional legitimacy, resource availability, network
integration, and transaction cost reduction"—through which export performance can be
enhanced. It also demonstrates that the quality of economic diplomacy is context-
dependent, including the capabilities of exporters and the various forms of support
available to them.

In addition, important lessons were drawn for developing economies to improve their
export capabilities. For the Iraqi economy, economic diplomacy is a crucial mechanism for
building trust and supporting local businesses. However, the analysis confirmed that
diplomatic services cannot replace economic reforms. In this context, the study calls for
further research to understand how, when, and under what conditions economic diplomacy
can improve export performance, as well as the importance of exploring the role of digital
technologies in enhancing the quality of economic diplomatic services.

In conclusion, this study offers several recommendations for various stakeholders and
actors in economic diplomacy. First, the export capabilities of domestic companies should
be explored and assessed to identify their strengths and weaknesses. Second, it is beneficial
to organize training courses for current and potential exporters to enhance their skills and
knowledge in international trade, export, and communication. Third, institutional efforts
should be coordinated among the Ministries of Industry, Trade, and Foreign Affairs, as
well as exporters' associations. Fourth, emphasis should be placed on improving the quality
of economic diplomacy services and integrating digital technology into routine work
practices. Finally, the government should intensify its efforts to enhance the country's
image, develop infrastructure, and conclude more international agreements to facilitate the
expansion of economic transactions.

Appendix 1
Table (2) Suggested Quantitative Indicators for Empirical Testing of the Propositions
Proposition | Mechanism Quantitative Indicators
e Number of bilateral or multilateral trade agreements
signed

e Number of diplomatic missions/embassies in trading
oL artner countries

Institutional p .

P1 e World Governance Indicators (government

Legitimacy effectiveness, regulatory quality)
e Number of trade disputes resolved through diplomatic
channels
e Export market diversification index
P Resource e Number of export promotion programs offered by
Provision government agencies
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e Number of exporters receiving market intelligence
reports or advisory services

e Government budget allocated to export promotion or
economic diplomacy

e Number of firms participating in export training or
capacity-building programs

e Frequency of market information updates provided by
embassies or trade offices

e Number of trade missions and business delegations
organized annuall

e Number of B2B meetings facilitated by embassies or
trade promotion agencies

Network e Number of foreign partnerships or distribution
P3 i
Embeddedness agreements formed by domestic firms
e Participation rate of firms in international trade fairs or
exhibitions
e Number of bilateral business councils or chambers of
commerce

o Average tariff rates faced by exporters in target markets
Time required for customs clearance (days)
e Logistics Performance Index or trade facilitation

P4 Transactiop indicators
Cost Reduction e Number of trade disputes mediated or resolved
diplomatically
e Cost of exporting a container (World Bank Doing
Business indicators)
e Institutional quality indicators (e.g., World Governance
Indicators)
e Political risk index or economic uncertainty index
P5 Con.textual e Ease of Doing Business indicators
Contingency e Export capacity indicators (number of exporting firms,
SME export participation rate)
e Level of economic diversification or dependence on
natural resources
e Degree of coordination between economic diplomacy
agencies and domestic export promotion institutions
e Government expenditure on industrial and export
Policy promotion policies
P6 . e o
Alignment e Number of joint initiatives between ministries of trade,

industry, and foreign affairs
e Export growth rate following policy reforms
e Implementation score of national export strategies

Source: Developed by the Author
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