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ABSTRACT 
 
 Foreign Direct Investment (FDI) is an important factor in economic growth and development, fit gaps 
between saving-investment, Technology Transfer, Technical knowledge and modern methods of management. 
This study estimates effective factors on absorption Foreign Direct Investment (FDI) and its role in Iran's 
exports during 1959-2006. The results of this research show that openness of the economy the impact of foreign 
direct investment on exports is positive and significant effects. Hence, the developing countries, Iran is 
especially recommended for more effective utilization of this type of investment and its benefits, have adopted 
outward-oriented strategy in foreign trade and conditions to facilitate for export. 
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Introduction 
 
 Capital accumulation theoretically considered 
one of the essential prerequisites for economic 
growth process. From a theoretical viewpoint, capital 
injection to economy comes from the idea that 
economists’ growth engine and economic 
development know capital [1]. Financing and capital 
formation is possible of two-way Internal financial 
resources (savings and public sources) and external 
financial resources (foreign debt and attract foreign 
capital). Foreign Direct Investment is the most 
effective and actual foreign investment in fact it is 
one of the global economic cycle. In this type of 
investment, foreign investors attend independently or 
in partnership to produce and manufactured goods, 
raw materials extraction and other economic activity 
in the host country. This is a good investment: the 
use of these resources [2]. No disadvantages of 
indirect investment like guaranteed profit and 
government's commitment to the debt crisis. In this 
style, advanced technology and management systems 
along with capital for raising investors profit enters 
the host country. Usually foreign investment is in 
two formats, foreign investment (FPI) and foreign 
direct investment (FDI). Shopping papers loan and 
stock companies at stock trading and bills in foreign 
banks are of FPI in this case, foreign investment in 
the production unit has no direct role and financial 
responsibility not it notices but FDI that is topic case 
study in this paper. Kind of investment is done in 
order to gain permanent at Institution-based in a 

country other than country investor and the result is 
acquisition of voting rights in company's 
management. Of UNCTAD foreign investment is 
investment has been ensure long-term economic 
relations and is represents the interests of sustainable, 
resident of a country's economic and control unit 
(parent company) another resident of the economic 
unit (sub-branch of the parent firm). FDI views of the 
IMF, investment done the aim of achieving 
sustainable benefits in a country other than the 
investor's home the goal of the investor and the 
investor, that role is in the firm's management. 
 
Importance Of The Topic:  
 
 Improper use of external resources through 
extinction, incidence of debt the world in 1980 and 
negative political consequences - increasing its 
economic led to providing property investment. 
Projects the foreign direct investment be raised as 
method. In addition, it can be point to the positive 
effects and higher quality foreign direct investment, 
because being combined with technology transfer 
and technical knowledge, having market is far 
broader and efficient management. In the process of 
economic development dissemination of technology 
is key role and this is regarded, through expanded 
research and development activities, imports of high 
technology products, foreign technology and 
indigenous to catch them through the employment of 
human capital. In addition, FDI is as one of the most 
advanced technology available to developing 
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countries. In addition, utilization of foreign 
investment, except for finance, will follow other 
purposes. Upgrading technology, development and 
management skills in order to can improve the 
quality of domestic labor, the development of export 
markets, standard increase domestic production and 
moving towards an open economy is other goals of 
attracting foreign direct investment. In recent 
economic literature has considered quality of 
institutions in economic development. The syntax of 
FDI, so that how the absorption and its effects on 
world economy are including the quality of 
institutions, economic, political conditions and host 
country. In this regard, in developing countries 
governments are required provide a safe environment 
for preparation attract FDI. 
 
The Issue Necessity:  
 
 The twenty-year outlook, first place to achieve 
economy, science and technology area, and emphasis 
has been rapid and continuous economic growth. 
Since the investment from domestic sources alone is 
not able to meet growth targets with high rates of 
interest in the landscape, attract foreign investment is 
necessary to achieve the desired goals. Such a 
process in addition to providing the necessary 
financial resources in order to achieve development 
goals, provides expansion of exports, reducing the 
technology gap, increase margins of national 
security, promoting knowledge and managerial skills, 
increase labor productivity, the upstream and 
downstream industries and increase mobility in the 
quality of domestically produced goods and 
consequently declining commodity prices. 
 
Literature Review:  
 
 Several studies have been conducted in the 
factors affecting FDI including can mentioned to the 
following, of course note that in the few studies 
attention has been security role on attracting foreign 
direct investment. Kehal [3] studied Foreign 
Investment in Development Countries. By 
generalized least squares GLS and seemingly 
unrelated regression SUR showed that market size is 
host country. The expected market growth of the 
destination country and labor productivity in 
developing countries has a significant positive effect 
in attracting foreign direct investment  the countries 
and commitment to market economy that is improve 
investment climate and the expected rate of return on 
capital  in these countries. In another study, Sarkar 
[4] argued Foreign Investment and Economic 
Development in Asia. 
 Hosseinzadeh Bahreyni [5] in the study as 
(factors affecting the security of investments in Iran) 
since the investment security is the most important 
variables influencing foreign direct investment, has 
studied Security level in an economy and 

composition of volatile investment environment. 
Schneider and Frey [6] in an experimental study have 
shown that the volume of foreign investment linked 
to political and economic factors. Their work 
resulted in 54 developing countries showed that the 
political and economic factors such as security 
effective in attracting foreign direct investment. 
Abdel-Rahman [7] he seeks identifying the factors 
affecting foreign direct investment in Saudi Arabia 
during the period 1980 - 2000, two series of 
explanatory variables on the FDI. among the 
variables used in real gross domestic product, 
economic growth, wage rates, rates of return on 
investment and domestic investment and the variable 
domain, a vector of risk factors (Which are 
essentially political - social)  It includes a stable 
government and public satisfaction, was used  public 
investment  and finally showed that  decreases  
determinants of foreign investment flows. 
 Onyeiwu [8] Study has investigated the flow of 
foreign direct investment to less developed countries. 
This study used data from 51 developing countries 
and the period from 1975 to 1999 economic and 
structural factors may affect the flow of foreign 
direct investment. The results show that the two 
factors (free trade) and (corruption and bureaucracy, 
password-line) have a major role in attracting foreign 
direct investment. Lin [9] has emphasized Trade 
effects of foreign direct investment: Evidence for 
Taiwan with four ASEAN Countries years 1983 to 
2002 and showed that amount of foreign direct 
investment is an increasing trend in the food industry 
when the real exchange rate increases. The overall 
conclusion is that overall reduction in foreign 
exchange, foreign direct investment will reduce the 
export opportunities that created for local companies. 
Liu and et al. [10] in a paper has shown Relationship 
between economic growth, foreign direct investment 
and trade: Evidence from China. The study period 
1984 - 2004 United States tested and foreign direct 
investment in industrial and non-industrial America 
studied during these years the six countries then 
using the real exchange rate changes as an indicator 
measure of exchange rate risk, reducing the impact of 
exchange rate risk on foreign direct investment 
achieve to all of the industry. These results indicate 
that foreign direct investment depends on the 
increase monetary value of the host country. 
 
Foreign Direct Investment (FDI):  
 
 There are various definitions of foreign direct 
investment but the most general definition of the 
United Nations conference for trade and 
development (UNCTAD). Based on this definition 
foreign direct investment is capital that is ensure 
long-term relations and reflects control and the 
continuing benefit of a natural or legal person 
resident of a country investor in a company outside 
of the home. In this type of investment, investor 
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shares production unit purchased and be involved in 
its ownership and can be indefinitely owns its shares. 
Also, the investor is allowed to for sales of goods and 
production services inside and outside. 
 
Foreign Direct Investment In The World:  
 
 Flow of direct foreign investment the increasing 
trend has by 2000, so that mentioned in to about 
1400 billion dollars. Afterwards had a decreasing 
trend until 2003 and decreased to less than 600 
billion dollars. The by 2007 this was an upward trend 
and increased to about 2,000 billion dollars. 
However, following the global crisis was influenced 
FDI flows world strongly. So that the input stream in 
2008 was, fell to 7.1 trillion dollars and then less 
than 1.2 trillion dollars in 2009. Expected to improve 
slightly in 2010 be to surface above 1.4 trillion 
dollars. Global crisis, change the prospects for 
foreign investment.Increased investment in 
developing countries and in transition led to their 
share of the foreign investment increased to 43 
percent in 2008. The simultaneous reduction of its 
foreign investment was in developed countries (29 
percent). Capital flows in Africa achieved increased 
to a record this increase was more severe in West 
Africa (about 63 percent in 2007). Investment flows 
in South Asia, East Asia and South Asia increased to 
17 percent. FDI flows in Latin America and 
Caribbean increased to 13 percent.  In 2008, FDI in 
developing countries, the emergence of the crisis 
originated, decreased while increased in developing 
and transitional countries. In 2009, although the 
global crisis, FDI decreased in all areas however, this 
reduction was different the three main groups of 
countries the developed countries, developing 
countries and transition countries in Southeast 
Europe (CIS). 
 The entry capital in the South, east and 
Southeast Asia shows in 2008 that China, Hong 
Kong, India and Singapore allocated to respectively 
the maximum absorption of foreign investment. 
Comparison of the performance period 2008 - 2007 
Shows that amount of foreign investment has 
increased in China, Hong Kong and India in 2008 but 
has declined of Singapore. Capital flows in South, 
East and Southeast Asia in 2008 shows that country, 
Hong Kong, China, India and Malaysia allocated to r 
respectively the maximum withdrawal of foreign 
direct investment. Comparison of the performance 
period 2008 - 2007 shows that has increased 
withdrawal of foreign investment in China, India and 
Malaysia in 2008 to 2007 but Hong Kong slightly 
diminished. Among the main countries first the 
regional capital, capital in Singapore has reduced in 
2008 To 2007.  By mid-2008 Developing countries 
Better left behind financial crisis because of their 
financial systems there was no strong correlation 
with banks in America and Europe. Their economic 
growth top left and increasing the price of domestic 

goods was grown input current FDI. Also increased 
capital flows in Africa and Latin America. However, 
in the second half of 2009, Global slowdown these 
countries were struggling to and had a negative 
impact on FDI. 
 Dramatic changes in the pattern of FDI in 2008 
change rank of major countries acceptor and transfers 
the FDI, While the United States retained its position 
as largest receptor and transmitter flow of FDI, a 
number of European countries their ranks decreased 
the time of arrival and exit of FDI. Britain lost its 
position as acceptor largest FDI among European 
countries, but Japan Improved its position. In 
addition, share of economies in transition improved 
in attracting capital and investment. It is necessary to 
reminder that so global crisis no significant affect 
policies on FDI, because FDI is not because the 
emergence of the crisis. Although the some national 
policies (policy packages) introduced for response to 
crisis it seems that have an impact on FDI. Internal 
support from foreign investors or creation of 
obstacles for repatriation of capital to keep it in the 
country has been including politics. In addition, in 
some countries, domestic products and products 
discrimination are actually by foreign investors. With 
a view to the future the fundamental question is 
raised what policies will be used for FDI in host 
countries where global economy starts to 
improve.expected strengthening conditions private 
investment be provided including FDI. It may the 
new wave of economic nationalism lead for the 
protection of national production against the main 
foreign investors. Given the importance of three-
scale prediction capability, stability and transparency 
in national investment regimes it recommended that 
national policy makers be desired these criteria. 
Insurance, investment and other measures of host 
country that leads to encourage foreign investors 
cases where the increases international participation 
to improve the investment. All these developments, 
as the crisis effects on FDI, different impacts will in 
different regions the pattern of FDI. 
 
Attracting Foreign Direct Investment In The Member 
Countries Of The Economic Cooperation 
Organization (ECO): 
 
  The average inflow of capital into the region's 
oil and gas exporting countries in the course 2004-
1997 shows a significant increase. In the Kazakhstan, 
this figure has doubled in the period mentioned and $ 
2.3 billion, Azerbaijani to 917.5 and in the 
Turkmenistan has to 156.8 million. In Kazakhstan 
and Azerbaijani, FDI absorption quickly was close 
the amount absorbed by eastern European countries 
central [11]. Greater volume of capital was absorbed 
in the sections Oil, gas and minerals although 
recently, Also have not been deprived manufacturing 
sectors of it. In addition, reasons for their success in 
attracting this investment should know huge mineral 
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and oil and gas resources, high international prices, 
tax incentives for foreign investors, proximity and 
economic export markets, improvement of energy 
infrastructure and cheap labor (World Bank, 2004).  
 Naturally, the rate of absorption of foreign 
capital with brings to proprietary advantages 
multinationals as market access, technology and 
management skills. In addition, other countries, did 
not use absorption of these funds although absorption 
of these funds by these countries not comparable 
with oil and gas exporting countries. With this even 
in these countries have attracted substantial capital 
countries than it is almost the same row, and it is 
evident particularly in the growth of foreign 
investment. Of financial crisis of 2008 unmistakable, 
these countries also as other countries and regions 

will experience the slower moving log in foreign 
direct investment.But it is not expected that relative 
terms it be worse from other areas. In addition to 
being because the economies of all countries is small 
or less and in principle is not too high transport 
volume of foreign capital input, small volume of 
international aid greatly will compensate reduce the 
entry of foreign direct investment. For example 
international monetary fund yet has allocated $ 116 
million to Tajikistan (IMF 2009 a). In addition, 
executive director of the fund in his travels to 
Uzbekistan, Tajikistan, Kergizestan and Kazakhstan 
Has promised resources would be for economic 
stimulus packages in countries among 102 million 
dollars external shock facility assigned to 
Kergizestan (IMF 2009 b). 

 
Table 1: attracting foreign capital (million dollars). 

Percent of increasing 2004-1997  1996-1990   
Oil Exporter Countries 

91.7 917.5 478.7 Azerbaijani 
115.5 2263.4 105.5 Kazakhstan 
76.1 156.8 89.1 Turkmenistan 

Non-Oil exporter countries 
 27.9  Kergizestan 

71.3 23.1 13.5 Tajikistan 
168.4 105.1 39.2 Uzbekistan 

Source: World Bank, World Development Indicators online (2004). 

  
Direct Foreign Investment In Iran:  
 
 According to available statistics volume of 
foreign investment in Iran 1372 years end of April to 
86 years reached over 24 billion and 381 million 
dollars Asia's share of 2.1 billion, Europe 7.9 billion, 
Africa 6.1 billion, and America was a 4.1 billion. 
Total volume of foreign investment in Iran during the 
year ended April 72 to 86 years, foreign investment 
under FIPPA reached to 24 billion and 381 million 
900 thousand dollars. Accordingly, over the years the 
volume of investment in the Asian region in Iran 
with 106 projects has reached to 10 billion and 217 
million and 164 thousand dollars. The United Arabic 
Emirates 8 billion with 20 projects and 417 million 
and 968 thousand dollars and India with 19 projects 
and 64 million 814 thousand dollars have been 
invested Iran the highest number of foreign 
investment projects in Iran has been by these 
countries. Also countries Jordan, Armenia, Bahrain, 
Afghanistan, Pakistan, Taiwan, Republic of 
Azerbaijan, China, Japan, Singapore, Iraq, Saudi 
Arabia, Georgia, Lebanon, Malaysia, South Korea 
and Kuwait  have been in Asian countries  that 
during the  have invested in Iran. Total volume of 
investment in African countries Iran 72 years to the 
end of April this year by the three countries south 
Africa with a plan Liberia, with and two project 
Maurice a total of 659 million and 769 billion 
dollars. In America 4 United States of America with 
a plan Panama, with a plan Jamaica with a Canada 
with 4 designs a total of 40 million and 344 billion 

dollars in Iran during these years have done 
Investment. 
 Overall total volume of European investments in 
Iran  during the has been  over 9 billion and 77 
million and 46 thousand dollars that in addition 
announced three countries, other countries is 
concerned like Austria, Spain, Slovenia, England, 
Italy, South Ireland, Belgium, Bosnia and 
Herzegovina, Cayman Islands, British Virgin Islands, 
Denmark, Romania, Sweden, Switzerland, Cyprus, 
Luxembourg, the Netherlands and Greece. In the 
Pacific region Australia invested 682 thousand 
dollars with a plan in Iran also Multi-nationality 
countries with 14 projects a total have invested 677 
billion and 689 million dollars in Iran. Statistics 
about the volume of foreign investment during the 
years 1993 to Persian date April 2007 shows that  
foreign investment  Iran is 72 years two designs with 
20 million and 320 thousand dollars, 73 year plan 
with 3 187 million and 653 thousand dollars, 74 
years 122 million and 738 thousand dollars with 7 
projects, 75, with 13 projects and 4 years 67 million 
dollars, 76 years 19 projects with 174 million and 
839 thousand dollars, 77 years with 6 of 5 million 
and 840 thousand dollars and in 78 years with 18 
projects and 49 million and 296 billion dollars. 
 In the year  79 is done foreign investment in 
Iran438 million and 669 thousand dollars with 16 
projects, 80 with 7 projects and 67 million 991 
thousand dollars, 81 years with 28 projects and 612 
million 965 thousand dollars,82 years with 40 
projects and 357 million and 626 billion dollars,83 
years with 31 projects and 2 billion 702 million 738 
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thousand dollars,84 years with 61 projects and 276 
million and 774 thousand to $ 4 billion,85 years with 
80 projects and 10 billion 278 million 572 thousand 
dollars April 3 billion in 86 years with 5 projects and 
18 million and 875 thousand dollars in other words, 
these statistics show that the highest volume of 
investment in Iran  has been between 72 to 86 years 
terms of number and volume belonging respectively 
to 85 and 84 years and then only at the beginning of 
a month this year have seen the highest volume of 
investment in Iran. foreign investments made in Iran 
72 years end April year in the agricultural sector plan 
6 To 21 million and 125 thousand dollars, In the 
mining sector to plan with 9 billion 946 million and 
335 thousand dollars, In the industrial sector with 
236 projects and 583 million and 987 thousand 
dollars to 12 billion, In water, electricity and gas, 
with 7 projects 4 billion and 639 million and 834 
thousand dollars, In the construction sector with 37 

projects and 585 to 697 million dollars, The 
department of transportation and communications 
with 8 billion 611 million 759 thousand dollars to 
design, In the service sector with 30 projects and 875 
million and 205 thousand dollars to 2 billion and 
other sectors with 3 projects has reached 6 million 
and 70 thousand dollars. 
 
Materials And Methods 
 
 In this study, In order to examine factors 
influencing on attracting foreign direct investment 
and its role in export be offered model that is 
obtained the combination of two models of Weinhold 
and et al. [12] and Vavilov [13]. Weinhold and et al. 
[12], the following dynamic model has provided for 
review the effect of foreign investment on economic 
growth:

 
)1(),,,,,( 111111  itititititiyIT INTERINFLGEXPGDFIGGDIGGDPfGGDP  

 
 The variables used in the model include: GDP 
gross domestic product, GGDI gross domestic 
investment growth, GFDI growth of foreign direct 
investment, GEXP export growth, INLF inflation 
(Which is itself to grow, so does not account for the 
growth rate) INTER and that this variable is obtained 
from the multiplicative effect of FDI and GDI 
variables OP (the degree of economic openness) and 

HK (human capital) is includes FDIOP and FDIHK 
and GDIOP and GDIHK. The effect of four variables 
review is in four separate patterns. For example, 
positive differential FDIOP shows that what more 
degree of economic openness, foreign directs 
investment, and more effect will have on economic 
growth. Vavilov [13], to examine the effect of FDI 
on exports has provided the following pattern:

 
)2(),,,,,( 2121  ttttttt OutStockOutStockInvwStockckInvwFDIstoExRateGDPfX  

 
 The pattern Vavilov [13], X is Exports, GDP 
Gross Domestic Product, Ex Rate Exchange rates, 
Invw FDI stock FDI store incoming and outgoing 
FDI out FDI stock store. The model used in this 
study, it is obtained combination of the above two 
patterns, is the following: 
 

)3(),,,( ititititit FDIOPGDPIteExchangeRafEX   

 

 Where, EX is Export, Exchange is Exchange 
rate, Iit is Domestic investment, GDP is Gross 
Domestic Product, FDIO is Multiplicative variable 
for FDI (foreign direct investment inflow) and 
openness (degree of openness of the economy), the 
country i in year t. So to investigate the factors 
influencing investment foreign direct and its role in 
export is used of the following pattern:

)4(4321 itititititit FDIOPGDPIteEXchangeRaEX    

 
 In this study, data import and export goods and 
inflow of foreign direct investment statistics 
published on the website of UNCTAD has been in 
2007. Exchange rate data is obtained Statistics 
published by the International Monetary Fund (IMF) 
in 2005. Also, instead of domestic investment 
variable used the rate of gross capital formation as 
replace the variable Published and its data has been 
obtained statistics from the World Bank in 2006. 
GDP data released from statistics is obtained in the 
International Monetary Fund (IMF) as the World 
Economic Outlook (WEO) in 2007. It should be 
noted that it was all data to the current price and is 
per million dollars. Usually to define the degree of 
economic openness used the ratio of trade to GDP 

(total exports and imports to GDP), but what this 
study considered to be as the degree of economy, is 
the second component of each heritage freedom 
foundation (commercial release) Statistics relating to 
obtaining that it is heritage sites. Since the heritage 
foundation has published statistics relating to the 
index of economic freedom and parts of it after 1995, 
hence this research, period is intended between years 
1995 to 2005. 
 
Results and Discussion 
 
 First, the variables used in the model were 
stationary situation. Estimation, regression models 
for time series, must first be approved reliability 
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series, and then estimated to be suitable model. 
Values of statistics reported and compared with 
critical values indicate that all variables are non-
reliable and GD Booth once (the variable component 
of Exchange Rate differences measured twice), come 
in a steady state stationary. Based on tests conducted, 
we conclude that is zero, there will not reject unit 

root for all variables and critical at all levels, and all 
variables in the data model are unstable. But repeated 
tests show the first difference variables and the 
second difference for the Exchange Rate variable; 
that all the variables unstable rejected the hypothesis 
can be reliably measured after subtraction.

 
Table 2: stationary model variables, according to the first subtracting based on Dickey - Fuller test. 

Variable Statistics Critical Results 
EX -4.18 -3.51 Stationary 
ER -3.69 -3.51 Stationary 
I -4.32 -3.51 Stationary 

GDP -3.91 -3.51 Stationary 
FDIOP -4.22 -3.51 Stationary 

 
 Where EX is Export, ER is Exchange Rate, I is 
domestic Investment Rate, GDP is Gross Domestic 
Product and FDIOP is Multiplicative variable for 
FDI (Input current for Foreign Direct Investment). 
Of course, in Iran with a major structural change 
such as revolution, war and oil shocks faced by 
traditional methods such as unit root tests Dickey - 
Fuller generalized, loses its efficiency and unit root 
tests should be used in the present structural failure. 
More can be said, based on research conducted in 
this study has been published by other similar 
articles, with unit root tests in the presence of 
structural break and considering only a structural 
break in two to three variable model conversion Non 
stationary the variables were stationary, and 
considering more than a structural break, more than 
half of the variables were converted stationary and 

non stationary variables. Before estimating the 
model, the VAR model in order to determine and 
establish control measures in the model is stable. 
Since the VAR system with continuous variables in 
the equations, correlation coefficients for individual 
models are high and there is no clear interpretation, 
the appeal of the functions of the shock reaction is 
short-and long-term relationships. The results of this 
study we describe them separately. For this purpose 
there are various criteria that some researchers 
believe that SBC measure of performance has shown 
more than any other criteria. Based on the results of 
Mills and Prasad (1992), the criteria used to 
determine the optimal open the SBC using Eviews4 
software the table below reports the results to select 
the optimal lag. 

 
Table 3: Select the optimal lag based on SBC. 

Lag SBC 
1 4.197 
2 5.451 
3 6.449 

 
 So based on SBC, VAR model order 1 is 
selected. Condition for stability in a VAR model is 
that the absolute value of the characteristic roots of 
the model is all smaller than one. Only when the 
stability of one proven model and we can estimate 
the level of impact response functions. Because these 

functions, consider the variables as a function of the 
quantities and intervals of disturbing components and 
the condition of establishing stability in the system 
variables are converging in terms of disturbing 
components. The following table shows the stability 
of the model is provided. 

 
Table 4: Stability test results. 

Variable Absolute value of the characteristic roots 
EX 0.712 
ER 0.216 
I 0.544 

GDP 0.434 
FDIOP 0.502 

 
 Experimental results of short and long-term 
determinants effects on attracting Foreign Direct 

Investment (FDI) and its role in export are presented 
in the table below: 

 
Table 5: Effects on attracting Foreign Direct Investment (FDI) and its role in export. 

Rank model Elasticity EX than FDIOP Elasticity ER than FDIOP 
1 
 

Short-term Long-term Short-term Long-term 
0.0069 0.0118 0.0074 0.0112 
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 The results show that Foreign Direct Investment 
(FDI) will be affected in a positive EX growth as a 
direct and non-directly so this is sustainable in the 
long-term positive effects. Auto regressive 
distributed lag model in short-term with distributed 
delay is estimated as follows: 
 
EX = 2.46 – 0.029ER – 0.24I + 0.41GDP + 
0.25FDIOP – 0.21DU1978 – 0.19DU1980 
(1.115) (1.214) (1.31) (1.32) (1.134) (1.101) (1.206)  
R2 = 0.998         F = 1.65 (000) **            D.W = 1.98 
 
 Can also mention the types of tests and 
diagnostic stability and Granger causality test, the 
model was listed. The results of various diagnostic 
tests and stability is the model indicated that polls are 
not faced with problems such as linear time; serial 
correlation, heteroscedasticity and dissonance 
subdominant form and results from the model is 
statistically defensible. Long-term VAR model is as 
follows: 
 
EX = 1.21 – 0.03ER – 0.283I + 0.51GDP + 
0.32FDIOP – 0.16DU1978 – 0.13DU1980 
(1.115) (1.214) (1.31) (1.32) (1.134) (1.101) (1.206)  
    
 Based on these estimates, is positive and 
significant multiplicative variable of foreign direct 
investment and the degree of economic openness 
(FDIOP) The total export of samples. The positive 
coefficient of the variable FDIOP shows that effect 
of FDI on exports in the total sample, is influenced 
by the degree of economic openness of host 
countries, this means that what is the degree of 
openness of the host country’s economy, foreign 
direct investment puts a greater impact on exports in 
all countries surveyed. Since the  in this study, 
varying degrees of economic openness is intended as 
an alternative variable for foreign trade strategy, the 
high degree of economic openness, is represents the 
outward-oriented strategy (export strategy) and a low 
degree of economic openness, introspection 
represents a strategy (the strategy of import 
substitution) countries in foreign trade. Hence, the 
Positive multiplicative coefficient variable foreign 
direct investment and the degree of economic 
openness Shows that countries are more extrovert, 
foreign direct investment will affect more export in 
all countries surveyed. 
 
Conclusion: 
 
 The goal of this paper was to test the existence 
of long run relationship determinants of attracting 
Foreign Direct Investment (FDI) and its role in 
export in Iran. This objective was aided by the 
technique of VAR approach to co-integration which 
presents non-spurious estimates. Subsequently, our 
work provides fresh evidence on the long run 
relationship between determinants of attracting 

Foreign Direct Investment (FDI) and its role in 
export in Iran. The results at relationship 
determinants of attracting Foreign Direct Investment 
(FDI) and its role in export confirm the studies of 
Weinhold and et al. [12] and Vavilov [13] but our 
results are more robust. The overall Given the 
possibility of foreign direct investment in different 
countries, desirability of one or more variables of 
financial economics and technical or supportive 
factors, political and geographical not enough In 
order to action investment companies in a particular 
project in a country. But evaluate all factors as a 
series leads to investment decision made or Non-
performing investments. So attract foreign 
investment in the country. is not possible no change 
in attitude among politicians and experts and creating 
an appropriate investment for and until not provided 
cultural conditions, social, political and economic 
good companies will have little interest to the foreign 
direct investment in Iran ,Finally  the high level 
officials they must change their approach to foreign 
investment. Iran's oil-reliant economy, fluctuations in 
world oil prices, declining oil reserves, raising costs 
of extraction and the uncertain future of global oil 
markets, can interfere in the current earnings and 
consequently the growth of our economy. So export 
development is of special importance. As regards the 
survey results is expressed  the positive effect of 
foreign direct investment  on exports in the long term 
and short term hence It is suggested that the relevant 
executive and planner, the policies adopt in order to 
overcome barriers on the way foreign direct 
investment  and to encourage and attract more. 
 Based on our results, openness of the economy 
the impact of foreign direct investment on exports, is 
positive and significant effects. Hence, the 
developing countries, Iran is especially 
recommended for more effective utilization of this 
type of investment and its benefits, have adopted 
outward-oriented strategy in foreign trade and 
conditions to facilitate for export. In practice, 
interaction between outward-oriented policies and 
attract external resources for investment particularly 
in cooperation with Asian countries raised in this 
study will underlie the development of our export 
capacity. In this regard, remove barriers to trade and 
investment apply is the outward-oriented strategy to 
deepen. 
 
References 

 
1. Mahdavi, M., R. Norozai and M. Motahari, 

2009. The role of FDI in Non-oil export in Iran's 
Economic. Journal of Danesh and Tosaee, 
16(27): 161-181. 

2. Tayebi, K. and R. Babaki, 2008. The role of 
openness economic in volume of effectiveness 
FDI on Asia and Pacific exports countries. 
Quarterly of Pajohesh nameye Bazargani, 48(3): 
39-68. 



2777 
Adv. Environ. Biol., 6(10): 2770-2777, 2012 
 

 

3. Kehal, S., 2004. Foreign Investment in 
Development Countries. Austrialia, University 
of Western Sydny. 

4. Sarkar, N., 1976. Foreign Investment and 
Economic Development in Asia, New Dehli: 
Oriented log man limited.  

5. Hosseinzadeh, B.M., 2004. Determinants of 
Security Investment in Iran. Bio-Quarterly of 
Jastarhaye eghtesadi, 2: 109-156. 

6. Schneider, F. and B.S. Frey, 1985. Economic 
and political Determinants of FDI, world 
Development, 13(2): 161-175. 

7. Abdel-Rahman, A-M., 2002. The determinants 
of FDI in the Kingdom of Saudi Arabia, 
Department of Economics, King Saudi 
University. 

8. Onyeiwu, S., 2002. “Analysis of FDI Flows to 
Developing Countries: Is the MENA Region 
Different? Allegheny College. 
Pennsylvania16335, USA, (2002), E-mail: 
sonyeiwu@allegheny.edu. 

9. Lin, A.L., 1995. Trade effects of foreign direct 
investment: Evidence for Taiwan with four 
ASEAN Countries, Review of world economics, 
131(4): 737-747. 

10. Liu, X., P. Burridge and P.J.N. Sinclair, 2002. 
Relationship between economic growth, foreign 
direct investment and trade: Evidence from 
China, Applied Economics, 34: 1433-1440. 

11. Simoneti, M., J.P., Damijan, M. Rojec and B. 
Majcen, 2005. Case by Case versus Mass 
Privatization in transition economics: Initial 
owner and final seller effects on performance of 
firms in Slovenia, World Development, 10(33): 
1603-1626. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

12. Weinhold, D. and U.N. Reichert, 1999. 
"Causality test for Cross-Country Panels: New 
look at FDI and economic growth in developing 
countries," Landon school of economics. 

13. Vavilov, S., 2005. "Trade and FDI in petroleum 
exporting countries: complements or 
substitutes?" University of Paris. 

14. Eid, F. and F. Pall, 2002. “Foreign Direct 
Investment in the Arab World: The Changing 
Investment Landscape”, Working Paper Series, 
Beirut: School of Business, The American 
University. 

15. Frawsen, G. and H. Josefsson, 2004. FDI & 
Developing Countries, How To Attract Trans- 
National Corporation?, School of Economics 
and Management, LUND University. 

16. Wei, Y. and Liu, 2001. Foreign Direct 
Investment in China, Determinants and Impacts, 
Edward Elgar, U.K. 

17. Asiedu, E., 2002. “On the Determinants of 
Foreign Direct Investment to Developing 
Countries: Is Africa Different?”, World 
Development, 30(1): 107-119. 

18. Billington, N., 1999. “The Location of Foreign 
Direct Investment: An Empirical Analysis”, 
Applied Economics, 31: 65-76. 

19. Chunlai, C., 1997. “The location Determinants 
of FDI in Developing Countries”, CIES 
Discussion Paper Series, PP: 97-112. 


