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Overview

Iran is the fifth oil producing and the fourth gas producing country in the world. Therefore, investment in different sectors of oil and gas industry, especially in upstream industries (exploration to production) and raising the production volume are among the issues of concern for the policy makers of oil industry in Iran.
 Due to its considerable effect on Macro-Economic variables, The fluctuations in oil price have attracted the attention of many experts. Such fluctuations lead to less investment in oil-dependent countries. Theoretically, there are many reasons to believe that such fluctuations in oil prices affect macro-economic variables. For example, because of redistribution of income among oil exporting countries, fluctuations in oil price cause changes in general demand for oil. 
In the long run, high energy costs in industrial countries may reduce new investments to the extent that work force efficiency and capital may decrease causing lower potential production or less available economic and technical capital. Therefore, there is a need to study investments in oil sector of the country and its role in the economy of Iran, and the effect of oil price fluctuations on macro-economic variables may not be disregarded. 

The present paper is arranged in five parts: after this short introduction, in the second part, the research literature including the theoretical basis of the study is presented.  The third part focuses on the empirical studies on the topic; the fourth part presents the statistical results of auto-regression analyses. Finally, part five gives a summary followed by conclusions and implications of the study.

Methods

Markov- Switching Approach
Results

Based on the results of Markov’s switching model, in regime zero the oil income (among the monetary variables) and value added of oil sector (among the real variables) have the greatest effect on increasing investment in oil industry. In regime zero, exchange rate (as one of the monetary variables) and value added (as a real variable) had the greatest effect on enhancing investment in oil industry. Therefore, in different regimes different factors affect  investment in oil industry. As a result, the policy makers and politicians should adopt different types of policies (policies fitting with the features of each regime), and they should refrain from adopting general policies (irrespective of the features of each regime).
Conclusions

           According to the estimated results, in regime zero, exchange rate (0.79%), growth rate in oil income (0.81%), and growth rate of industry (0.34%), and the growth rate of added value (0.66%) affect investment in oil industry. In this regime, oil income as a monetary variable and the added value of oil industry as a real variable have the greatest effect on the growth rate of investment in oil industry.
In regime one, exchange rate (0.48%), growth rate of oil income (0.35%), economic growth (0.15%), and the growth rate of added value in oil industry (0.37%) affects investment in oil industry. In this regime, exchange rate as a monetary variable and the added value in oil sector as a real variable have the greatest effect on growth of investment in oil industry. As it is observed, different factors in different regimes affect investment in oil sector. As a result, the policy makers and politicians need to adopt different policies in different conditions (the policies fitting the features of each regime) and to avoid implementing general policies (irrespective of the features and characteristics of each regime).
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