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Abstract: 
On the theoretical front the literature on the linkage 

between FDI and domestic investment is ambiguous. 

This paper investigates whether foreign direct 

investment crowds in or crowds out domestic investment 

in the world. Our data analysis covers 136 of the world 

countries for the period 2000-2013. This paper uses 

panel VAR model and we have four samples of 

countries: 1- total sample (136 countries) 2- OECD 

member (31 countries) 3- low income (20 countries) 4- 

OPEC member (10 countries). In addition, the same link 

in Iran in the period 1990-2014 were analyzed 

separately. Our main conclusion is that FDI has positive 

impact on domestic investment in OECD member and 

OPEC member states but has negetive impact on 

domestic investment in low income contries. Also, 

domestic investment has positive impact on FDI in 

OECD, Low income and total countries and negetive 

impact in OPEC members. 
 
Keywords: Foreign Direct Investment, Domestic 
Investment, Crowds Out Effect, Panel VAR. 
JEL: F21, F23, F36. 
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