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ABSTRACT 
 
 Investment is an important topic which in its general sense can be the source of all economic and social 
developments. In development issues it is said that continuous investment is required in the development of a 
dynamic economy. The role and status of investment in venture capital and growth patterns is of great 
importance. In present study, we analyzed the opportunities and the challenges of foreign investment, the 
relationship between foreign investment and economic growth and how capital influences on growth throughout 
economic variables. Then we evaluate the economic conditions of the BRIC countries (including Brazil, Russia, 
India and china) in relation to foreign investment and its impact on the economic growth of the above mentioned 
countries in comparison with Iran estimated with econometrics model. The results of estimation show that FDI 
variable has a direct and positive relationship with economic growth variable in all countries studied. In the 
other hand, in countries that have acute financial needs, the amount government spending has a greater impact 
on economic growth. Export variable in all the countries studied have a positive impact on economic growth. 
 
Key words: Foreign Direct Investment, BRIC economy, Economic Growth, Ordinary Least Squares method 

(OLS). 
 
Introduction 
 
 Economic prosperity depends on investment. In 
the economic discussions, shortage of capital is 
considered as one of the most important 
underdevelopment factors. On issues related to 
economic development, the main solution to 
overcome the problem of shortage of capital and to 
come out of the vicious circle of poverty and 
underdevelopment is found to use the capital 
accumulated in developed countries by developing 
countries. Providing capital in order to finance the 
investment projects is the most important factors 
effective on economic growth and development, 
especially in developing countries. Many countries in 
the world due to the insufficient domestic resources 
for investment, desire to absorb foreign investment, 
also foreign investors tend to invest in other countries 
to earn more profits and returns [10]. 
 The most important role of foreign investment is 
the bringing of capital, skills and technology to the 
countries to create the competitive services 
industries. The studies show that foreign direct 
investment (FDI), done for any reason, has 
significant impact on macroeconomic variables, 
economic growth, technology transfer, rise in 

employment, export development, reducing import 
and has a positive impact on the balance of 
payments. 
 FDI includes investment which involves long-
term investments and reflects continuous controls in 
favor of a person or legal resident (FDI capital in the 
parent company) in a company located outside of the 
home equity transition. (UNCTAD) 
 Experimental studies have shown that FDI was 
more stable than other forms of international 
investment and usually within appropriate 
policymaking has positive effect on economic 
growth. 
 After private property investment is of the most 
importance in each country. On the one hand, it 
increased employment and on the other hand, it 
increases production and supply of goods; therefore it 
prevents wasting of resources and increasing prices. 
 In addition to reduce the need for increasing the 
amounts of subsidies, it provides higher export and 
an improved balance of payments. In addition to the 
mentioned benefits, foreign investment has a big 
privilege. Foreign capital is like an external injection 
into domestic economy so due to the existence of 
multiplier factor, it can affect on economic variables 
several times more than the original capital imported. 
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Here are some advantages of foreign investment:  
1. Possibility of transferring advance technology  
2. Efficient employment  
3. Internationalize economy 
4. Increasing export and financial resources 
5. Absorbing import with lower costs  
6. Introducing new production and management 
methods 
7. Participating in innovation and creativity in the 
production process 
8. Increasing high quality of goods 
9. Appropriate amplification of the exchange rate 
10. Balanced development of economic, politic ... (5) 
 Investment will be achieved when the right 
environment and safety is provided. Capital owners 
will make investment in those countries where the 
signs and symptoms of economic security as well as 
can be viewed. 
 In the past years, saving always has been more 
than investment in our country. Also, in the past, our 
country is faced with capital flight and non-optimal 
allocation of capital resources. This phenomenon 
primarily reflects unfavorable environment for 
investment in the country. 
 Investment being subordinated in relation to 
production and poor foreign investment domestic 
capital ratio show that we should boost environment 
for domestic investment and encourage it as soon as 
possible; at the same time, foreign investment would 
be considered as necessary supplement. 
 Regarding the structural and economical 
conditions in the countries of BRIC and Iran the aim 
of this study is to evaluate the impact of foreign 
investment on economic growth. 
 
Previous Research: 
 
 Vavilov [11], in an article titled foreign direct 
investment and trade in oil-exporting countries: 
supplements or substitutes? is presented an 
econometric analysis of the relationship between 
foreign direct investment and international trade for 
the period 2004-1992. The results of panel data 
estimation, shows substitution between foreign direct 
investment and trade between the oil-exporting 
countries and its complement in other countries of 
the region. This relation has also been in terms of 
substitution in fifth largest oil exporter and as a 
supplement in other economies in central and Eastern 
Europe. 
 Liu et al [8], in an article titled the causal 
relationship between foreign direct investment and 
trade in China, studied causal relationship between 
foreign direct investment and trade (exports and 
imports) in China. The empirical study of them using 
data for China and 19 countries during the period 
1998-1984 and by using panel data model. The 
results show proper trend of development in China. 
China's import growth causes entry FDI growth from 
a country (region) that causes China's exports growth 

to that country. On the other hand, China's export 
growth causes import growth in that country. 
 Xiaogin and Dickey [12] have studied the role of 
FDI on economic growth and stability of 5-ASEAN 
countries. On the basis of growth models, the 
findings show that the share of FDI on GDP growth 
in 5-ASEAN countries over the period 1997-1987, 
has been 20 percent; on the other hand, FDI had a 
stabilizing role during the Asian financial crisis. 
Based on its research, FDI shares economic growth 
through several channels. FDI as a capital resource 
(source of capital formation) has direct impact on 
economic growth (by creation factors, machinery and 
transfer of technology improvement) and on the other 
hand, as an indirect effect can affect on economic 
growth. 
 Borensztein et al [3] in their research studied the 
role of foreign direct investment on the technology 
diffusion process and economic growth in developing 
countries. According to them, the multinational 
companies have higher technology which leads to 
introduction of new capital with lower cost. 
However, using this higher capital requires adequate 
levels of human capital in the host country. Because 
human capital plays supplement role in economic 
growth process resulting of FDI and finally 
concluded that an increase in foreign direct 
investment causes an increase in the economic 
growth in host country. But, that effect depends on 
absorption of host country that is determined by 
human capital in that country. 
 Lensink and Morris [7] studied the effect of FDI 
on economic growth in host countries and understood 
that there exist a significant positive effect between 
the foreign direct investment flow and economic 
growth in these countries. The researchers' findings 
show that the impact of FDI on economic growth was 
direct and not being influenced by other factors, 
especially human capital.... 
 Ahmadi et al [1] in an article titled economic 
growth & foreign direct investment in the developing 
countries, reviewed & analyzed Panel data during the 
period of 2006-1980 and selected 3 income groups 
from 112 countries; he used panel vector error 
correction model and concluded that in all three 
groups of studied countries, there exist a positive and 
statistically significant relationship between 
economic growth and FDI flow. 
 Azerbaijani and colleagues [2] in an article titled 
the study of the relationship between FDI, trade and 
growth within the Auto Regression Model with a 
broad interruption during period 1974-2005 
concluded that FDI only in short-term has been 
affective (impressive) on growth and has a negative 
effect. Trade variable had positive and significant 
effect on economic growth both in short-term and 
long-term. 
 
Theoretical concepts: 
 



1972 
Adv. Environ. Biol., 7(8): 1970-1978, 2013 

 

Relationship between FDI and economic growth: 
 
 The beneficial effects of FDI on economic 
growth are achieved not only by more efficiency of 

this kind of venture capital for it high tech but also by 
the accumulation of more capital. (3) 
 The positive effect of FDI on economic growth 
is due to the rise of capital efficiency by appropriate 
and advanced transfer of technology. (3) 

 
[↑FDI → appropriate transfer of technology → Capital efficiency↑]           economic growth 
 
Affective factors on transfer of technology by FDI 
and its impact on economic growth: 
 
• The technological contrast between two 
countries. 
• The level of educational investment in the host 
country  
• The aim of guest country by doing FDI in the 
host country (Dlormo, Wong, Blastram object) 
 The more technological contrast between two 
countries was less, the more the degree of 
substitution of new technology by FDI will be with 

the available technology in country; so it affect on 
economic growth more. (Dlormo) 
 On the other hand, if educational activities are 
higher in the host country, transfer of technology will 
be faster. Hence, the transfer of technology has a 
positive relationship with level of educational 
investment in Host Corporation. 
 However, along with the appropriate transfer of 
technology, if the FDI in the recipient country 
combined with the training of human resources and 
human capital development, it will have a positive 
effect on economic growth. 

 
[FDI → human resources training → human capital development]          economic growth  
 
 FDI can also accelerate economic growth through accumulation of capital and appropriate transfer of 
technology which increase the efficiency. (3) 
 
[FDI → domestic investment↑]              economic growth 
 
 In countries where FDI has a greater effect on 
productivity, economic growth will improve. It can 
be seen in many countries which have skilled 
workforce and infrastructure economic development 
and higher incomes. 
In countries where only think of cheap and unskilled 
labor and natural resources in absorption FDI, cannot 
driven FDI into higher added-value industries. So 
will have a much lower economic growth. (9) 
 
Barriers to foreign investment: 
 
1 - Negative belief towards foreign investment and 
foreign capital always induce a false sense with 
minimum thought about its risks. 
 This way of thinking, especially in third world 
countries, is under the influence of a general thought 
that prefer the governmental economics to free 
economy. 
2 - The second restraint may make adoption of laws 
and regulations difficult and weaken the investment 
path and incentive of it. The laws that are legislated 
in these countries often have several characteristics 
as follows: 
- Retarding of economic-productive moves 
- Reinforcing the government economic system  
- Deflator of incentives and productive investment 
propensities 
- Advocating commercial importing 
- Non-transparent functions 
 In the laws of these countries, tax is tending to 
those activities which are substantial in the role of 

productive and value added creation. In other words, 
the concentration of tax collection organizations in 
these countries is on clear and transparent activities, 
in this way by macro tax collection and sometimes 
unjustly make these activities difficult and sends out 
them outside the work area. 
 In these countries, rules are also threatening for 
investors, meanwhile, it increases restraints. In other 
words, in policies and strategies related to investment 
agreeing and encourager phrase, rules and their 
contents is arranged that is permitted any aggression 
and domination on main investors and allow political 
leverage to adopt certain decisions for investors, 
whenever their advisable and minorities resources 
occasion. 
3- The third restraint is related to much sophisticate 
bureaucracy in governmental system of less 
developed countries. In these countries, finishing 
time of plan is very long. Some statistics show that in 
advanced countries this time is not more than three or 
four years. But it is seven years in less developed 
countries and fourteen years in underdeveloped 
countries; and in practice, the project cost increases 
to double or triple its original estimation. Productive 
and infrastructure projects in these countries confront 
the major changes in governmental and official 
sanctions that, adaption with them, increases the cost 
of plan; in most cases, apart from obsolescence of 
technology, the project loses its justification for the 
providing the needs of community, in other words it 
will be without "economic justification". 
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 In these countries, regulations and procedures 
often go out from official range and put more 
restraints, and set such a barriers on investment path 
that their rolling needs endurance and multiplied 
force; this problem for foreign investors that rarely 
face with such problems remain a negative effect and 
anti-incentive. In their mind bureaucracy also is 
intensificated through regulation change and 
ambiguous their content. Except some few persons at 
the state level, few people are aware of how and 
when these changes take place. Therefore this 
problem will be a tool in the hands of low state level 
employees to make the things more complex and 
longer. Uninterrupted and continuous change in 
regulations and procedures is one of the major factors 
of non-secure economy which is accompanied with 
discrepance and inconsistent behaviors and decisions, 
laws and regulations uncomply and exist uncertainly 
and distrust in investors. 
4- Another restraint is mismanagement or lack of 
economic management that is not able to face with 
challenges or wisely eliminate them. 
 Opponents of foreign investors believe that 
foreign investment cause that foreign influence 
increase on the national economy and confiscate 
national resources. They also believe that entry of 
foreign investors creates unequal competitive market, 
monopolize and finally accustom society to useless 
consumption.  
 The opponents also argue that foreign investor 
never don't commiserate for country's people where 
invested in; and he is after of his profitability more. 
(4) 
 
Introducing the BRIC countries and their financial 
situation: 
 
 The abbreviation of BRIC with the meaning of 
the name of new powers, was used for the first time 
in the early century, by investor bankers' research 
institutions and in the transition to new economies 
and markets investment sector as Brazil, Russia, 

India and China which followed by a wide spread 
dialogue among the international political economy. 
 BRIC has 25 percent of the territory and 40% of 
the population, about 14.5% of GDP and 12.8% 
percent of international trade and 45 percent of the 
world's reserve currency and was predicted that will 
form actors of key economic 2050.  
 China among the BRIC countries is the only 
economy that can challenge developed countries in 
future; it is predicted that it will reach to the wealth 
of Europe Union in the next 30 years. In spite of the 
global economic crisis, the country experienced 8% 
growth and the flexibility of the economy being done 
in other countries, took place in the country's 
economy. 
 India is also the second new power of the BRIC, 
which will experience the grew of more than 6 
percent in next decades. The large sector of success 
in India is due to its more share of private sector and 
the strengthening of private sector is happened 
through appropriate adjustment in the stock market 
and financial system. Barriers and political risks 
prevent FDI flow. 
 Since 2007, Russia's economy annually had a 
growth of 7% percent on average. It is likely that in 
despite of its economical, political and population 
challenges had higher growth than Western countries. 
 On the other hand, economically Brazil is 
discussed as a new power, as a leader in Latin 
American & also as a leader among developed 
countries. (6) 
 Economic growth and increasing their share of 
international exports and imports, ranked to the 
world's top ten economies; now, in the global 
economic literature, the BRIC is classified as group 
II among the group of seven industrialized nations in 
the West. The breakdown of the economic status of 
each member of the group pointed out that China is 
the world’s the second; India in the fourth, Russia the 
sixth, and Brazil the seventh. 
 
Foreign direct investment trend in the BRIC 
countries: 

 
Table 1: Trends in Global FDI Inflows in the World and to Separation of the BRIC Countries over the Years 2006-2012   (Millions of 

Dollars). 
Year / 

Country 
2006 2007 2008 2009 2010 2011 2012 

World 1480587 2002695 1816398 1216475 1408537 1651511 1350926 
Iran 1646.568 2005.1 1909.2 3047.6 3647.5 4150 4869.881 

BRIC countries 
Brazil 18822.21 34584.9 45058.16 25948.58 48506.49 66660.14 65271.85 
Russia 37595 56996.33 74783 36583 43168 55084 51416 
India 20327.76 25349.89 47138.73 35657.25 21125.45 36190.4 25542.84 
China 72715 83521 108312 95000 114734 123985 121080 

Resource: UNCTAD 
 
 Among the BRIC countries, due to the flexible 
and productive structures China has a better position 
in foreign capital absorption among other countries 
and the capital absorption trend is increasing. After 

China, Brazil and Russia have the most amount of 
foreign capital absorption. 
 BRIC countries (Brazil, Russia, India and China) 
are those countries that in recent years witness GDP 
growth and trade surplus; their foreign exchange 
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reserves have caused a better situation for tolerating 
crisis and for bearing external shocks more easily, 
and have more flexibility In the face of economic 
slowdown. As the chart shows, China could have the 
highest GDP. 

 High speed of economic growth in Russia, due 
to the increase of energy prices would be a result of 
China's economic growth.  

 

 
Fig. 1: Compare the flow of foreign direct investment among BRIC countries and Iran. 

 
Fig. 2: Compare GDP of BRIC countries and Iran. 
 
 Brazil's economic growth speed was originated 
from the booming commodities market and domestic 
credit. 
 Today’s combination of runaway inflation and 
slow economic growth in this economy show that the 
range of the speed of economic growth is much lower 
than what the most people would imagine.  

 The same is true for India. The country that its 
annual increase of nearly two-digit GDP caused that 
politicians and many investors misunderstand 
potential for economic growth with De facto 
economic growth. 
 India's economic growth may rise again, but it 
would not be possible without serious reforms. 

 

 
Fig. 3: Compare the value of exports BRIC countries and Iran. 
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 Comparing the values of exports to BRIC 
countries represent that China has been able to show 
optimal performance in the years studied, and have 
the highest level of export. 
 Iran in comparison with the BRIC countries 
shows that it has low the value of exports. The 
diagram shows that Russia has a sharp drop in 
exports in 2012. 
 Regarding the share of foreign capital in the 
Russian’s economic structure is said that the common 
effect of the global financial crisis and the resulting 
economic crisis on the domestic economy is the 
reduction of capital. 
 This consists of two parts: foreign and domestic 
capital. 
 The agent affect the decline of Russia's export 
value of more impact than the other BRIC countries, 
Russia is the country and with the exception of 
Russia and other countries of the study period were 
almost grown dull. 
 
Hypotheses Development and the conceptual model: 
 
 In relation to economic growth different models 
are considered. These models are classified in the 
form endogenous and exogenous growth models. In 
the neoclassical models, considered production 
function of the form Equation1 that the function (L) 
represents the labor stock, (K) capital stock, (A) 
productivity of total factors, and (Y) measure of 
production.  
 
Y = A.f(K , L)                   (1) 
 
 Moreover, in this model some assumptions are 
also considered. Thus, the production function has 
constant return to scale And capital stock are faced 
with diminishing returns and so cannot lead to long-
term economic growth and according to Labor cannot 
be dominant role and long-term in the economic 
growth on the model of focuses impact of total factor 
productivity (technological development) on 
economic growth and continuity economic growth in 
the long-term is in the effects changes in these 
variable. Solo in an article considering the Cobb 
Douglas production function, concluded that changes 
in technology and productivity are the most 
important determinant of economic.  
 So, in the neoclassical growth models, economic 
growth is dependent on the growth of technology. 
Thus, changes in government policy, don’t affect the 
growth of technology changes and also cannot 
underlie the economic growth. 
 Though, according to the studies done; these 
models are not capable of explaining long-term 
economic growth. Because in these models the 
reduction of the economic growth cannot be 
attributed to the reduction of technology shock or bad 
or poor technology shocks. In most cases, the 
assumptions of the neoclassical growth model, such 

as constant returns to scale production aren’t 
established. 
 Thus endogenous growth models or new growth 
models to endogenous mechanism were created to 
explain the long-term growth.  
 These models are an attempt to decline 
contributions of total factor productivity in the 
interpretation of long-run economic growth, with the 
arrival of other variables in the growth models; also 
by changing the assumptions of neoclassical growth 
model is considered more appropriate assumptions 
for determining growth models. 
 The new models put much emphasis on 
increasing returns to scale production function.  
 Also Capital stock has Constant or increasing 
return. Unlike the neoclassical model that investment 
is given to internal economic factors, and has 
decreasing return. 
 In an endogenous growth model interest on 
investment can be transmitted to the form external 
effects to other sectors. 
 Thus the capital stock will be a constant or an 
increasing return. And this will be possibly the 
increase in capital stock to sustain long-run economic 
growth. 
 In these models in addition to modifying the 
assumptions of neoclassical growth added to variety 
on capital stock and FDI mentioned and discussed 
and had the importance of plentiful, because FDI 
direct and indirect impact on economic growth 
Between Other forms investment and with having 
increasing return can operate as the engine of 
economic growth. In this way, it leaves various 
external effects. 
 These effects can pointed to as: the transfer of 
technology and increase the efficiency of capital, 
encouraging domestic investment, manpower training 
and development of human capital, improved 
management practices, increased competition in 
domestic markets, increase productivity and 
increased exports of the host country. 
 Also in connection with the labor supply not 
considered to alone stock of labor, and great 
importance given to human capital. 
 In most of these models rather than L that 
indicate physical inventory of labor force, the 
variable Ht Lt indicates supply of skilled labor, and 
in this regard Ht is considered as index of human 
capital. 
 In addition to the modified neoclassical growth 
model assumptions and applying changes in the 
exogenous growth models, in explaining long-term 
economic growth, new variables have been 
considered new models. 
 According to Romer, research and development 
efforts play a key role in economic growth. Because 
these efforts through their external effects can spread 
easily from firm to other firms, and will affect 
economic growth, and because of plurality of 
external effects can to sustain economic growth. 
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 Therefore in many of economic growth models, 
used of R & D expenditure in order to consider the 
effect of research and development efforts. 
 In addition to R & D spending those are 
considered in most models of endogenous growth, 
exports also plays important role in these models. 
 Exports pact on economic growth directly or 
indirectly. 
 In relation to the indirect effects of exports on 
economic growth, some discussions has been 
proposed that can be referred to increased motivation 
to improve the management of external competitive 
pressures, greater use of existing capacity. The use of 
economies of scale, allocate resources based on 
comparative advantage and technology development 
by competition. 
 Also in some models, it refers to the role of 
government spending in development of production 
and economic growth, because government spending 
has many external effects. (9) 
 
Methodology: 
 
 Due to the limited statistical materials and the 
extensive number of surveyed countries, we have 
been addressed purely domestic and foreign 
investment among different types of capital stock and 
due to the problem of finding index for the 
introduction of human capital in the studied 
countries, we considered workforce. In relation to R 
& D due to the unavailability of a comprehensive 
time series of this variable despite its prominent role 
in the economic growth we have to remove it. 
 Therefore, based on previous studies and 
theoretical discussion of the relationship between 
foreign investment and economic growth and lack of 
access to certain restrictions relating to affective time 
series on economic growth and also taking into the 
structure and economic conditions of the studied 
countries, the study model is defined as follows: 

 
Y = f (L, I, FDI, X, G)                (2) 
 
Thus, the final equation for estimating relationships 
is as follows: 
 
𝑌𝑌𝑡𝑡 =  𝛼𝛼 +  𝛽𝛽1𝐿𝐿𝑡𝑡 + 𝛽𝛽2𝐼𝐼𝑡𝑡 + 𝛽𝛽3𝐹𝐹𝐹𝐹𝐼𝐼𝑡𝑡 + 𝛽𝛽4𝑋𝑋𝑡𝑡 +
 𝛽𝛽5𝐺𝐺𝑡𝑡 + 𝜀𝜀𝑡𝑡                       (3) 
Y: Gross Domestic Product 
X: Export 
L: Labor Force 
G: Government Expenditures 
FDI: Foreign Direct Investment 
I: Domestic Investment 
T: Time  
 
 Data Analysis: 
 
 In the present investigation, the member 
countries of BRIC economies (Brazil, Russia, India 
and China) and Iran were selected that the statistical 
data has been collected from information resources 
UNCTAD, WORLD BANK, IFS during the period 
1980 – 2011 and in equation (3) using OLS method 
estimates have been analyzed. 
 
Analysis of results: 
 
 Results obtained estimates for selected countries 
are summarized in Table 2. So it is considered, the 
regressions of overall significant size are acceptable 
and have explanatory power. The Durbin-Watson 
parameters defaults deny autocorrelation in 
regression disturbances components are much more 
likely: 
 Thus the obtained coefficients are consistent. 
However, in order to solve the problem of 
autocorrelation the AR (1) model is used. 

 
Table 2: Summary of Results of Regression Estimates. 

Variable 
Coefficient 

Country 

C L I FDI X G AR (1) R2 F D.W 
α β1 β2 β3 β4 β5 β6 

China 2.39 
(1.73) 

-3.68 
(-1.87) 

0.08 
(3.43) 

1.36 
(2.09) 

1.08 
(6.48) 

0.41 
6.39 

0.73 
(4.3) 

0.99 3882 2.28 

Russia 1.41 
(1.85) 

-0.0017 
(-3.1) 

1.40 
(2.07) 

0.02 
(2.05) 

2.1 
(2.89) 

1.15 
(2.01) 

0.24 
(2.22) 

0.991 2866.5 1.92 

Brazil 1.2 
(1.9) 

0.71 
(2.15) 

1.68 
(5.85) 

0.06 
(2.27) 

0.03 
(2.23) 

2.95 
(10.31) 

- 0.998 3155.4 1.83 

India -9.1 
(-1.8) 

0.41 
(4.5) 

1.38 
(6.84) 

0.49 
(2.72) 

0.77 
(2.5) 

1.43 
(3.04) 

- 0.99 5258 1.58 

Iran 13.1 
(3.74) 

-0.003 
(-2.34) 

0.4 
(2.83) 

5.95 
(3.1) 

1.27 
(3.81) 

1.76 
(2.37) 

- 0.992 4495.4 1.70 

Resource: author's calculations 
 
 Regression coefficients are significant and have 
the signs in consistent with theoretical expectations. 
 The coefficients of the FDI variable emphasize 
that this variable have positive sign and direct 
relationship with economic growth in all countries. 

 The greatest impact among the BRIC countries 
is in China and the least is in Russia. Nevertheless 
the impact of FDI in Iran is higher the BRIC. 
 The reason is that the impact of FDI on 
economic growth depends on two factors: 
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• Flexible manufacturing structures and absorption 
of foreign direct investment 
• The country's need for external resources 
 So considering the above factors can be justified 
the studied countries in terms of the impact of FDI on 
economic growth. (In China due to the flexible 
production, Iran for the need for external resources 
and the countries of Russia, India and Brazil to meet 
financial needs through internal resources and 
without requiring excessive to external resources). 
 On the other hand, in countries with lower 
absorption of foreign investment and heavy financial 
needs, the Government expenditure has a greater 
impact on economic growth. It can be cited in Brazil, 
Russia, India and Iran. 
 In countries like Iran, China and Russia, 
congestion workforce and lack of skilled and trained 
labor's share of total workforce, has led to the 
weakening economy. 
 The Export variable has a positive impact on 
economic growth in all the studied countries. 
 
Discussion and conclusions: 
 
 In this paper, we investigated the relationship 
between foreign investment and economic growth in 
the BRIC economies and the process foreign 
investment in these countries, As well as how it 
influences the economic variables. 
 The results showed that FDI throughout 
transferring the appropriate technology, manpower 
training, productivity and domestic investment, can 
generate field's economic growth in less developed 
countries. 
 The estimation results indicated the existence of 
significant and positive role of FDI on economic 
growth in studied countries (Brazil, India, China, 
Russia and Iran). 
 The Impact level of FDI on economic growth 
depended on two factors: the level resilience of 
production systems, absorption of investment and the 
country's need for foreign funds. 
 The impact of government expenditures in 
countries with low absorption and severe need of 
financial is high. 
 The impact of skilled and trained manpower on 
economic growth is not horrible, but due to the lack 
of skilled labor and the low share of the total 
workforce in the studied countries, it acts as a 
deterrent to economic growth. 
 Due to the adaptability of the BRIC economies 
and Iran, and also to estimate and compare the results 
of Iran's economy and BRIC countries, it can be said 
Iran has considerable potential to join the BRIC 
group. In addition to its significant geopolitical 
influence in Iran, although the economic sanctions of 
west, the economy is growing and expanding. This 
shows that how far the country is determined to 
become a leading economy in the future. 

 So in order to attract FDI for provides economic 
growth, it is recommended: 
1. Import the advanced technologies and pay special 
attention to high-tech manufacturing exports: pay 
special attention to acquiring advanced technologies; 
particularly through foreign direct investment is one 
of objects to strengthen the balance of trade and 
economic development. 
2. Using the tariffs with the attitudes of export 
developing: usually the tariff policies have to be raw 
materials and intermediate goods had tariff rates 
much lower than manufactured goods. 
3. The regional trade agreements: (especially 
multilateral trade agreements with the powerful trade 
blocks) on the basis of experience BRIC, established 
the regional trade agreements such as the signing of 
free trade agreements with various countries, and 
effective participation in regional blocks, was the 
tools that can result expanded markets and increased 
export. In addition multilateral trade agreements 
helped to increased competition among domestic 
producers and foreign competitors and play an 
important role in the export of quality goods. 
4. Providing necessary and appropriate structures not 
only rise the strength of attracting foreign investment 
by the economy but also increase and accelerate the 
impact of FDI on economic growth. 
5. Development of financial markets leading to 
efficient allocation of resources and improve the 
country's ability to attract capital inflows.  
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