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Abstract—With the continuous development of globalization, China has been devoted to promoting the 
degree of openness. The implementation of “the Belt and Road” initiative brings huge development prospects 
for China’s OFDI. Utilizing a panel data set consisting of a total of 51 countries along the “the Belt and Road” 
from 2007 to 2016, this paper establishes an empirical model and examines the influencing factors of the 
location choice on China’s OFDI in “the Belt and Road” countries. This paper collects comprehensive 
country-level data of 51 countries along “the Belt and Road” with Python. The number of investment 
enterprises in the host country published by the Open Directory of Record Results of Overseas Investment 
Enterprises (Institutions) is used as the explanatory variable. This paper conducts Poisson’s regression to study 
the influencing factors of location choice. According to the empirical results, bilateral trade agreements can 
help reduce the difficulties that China may face with in investing and facilitate China to access the host country 
for investment. In addition, Chinese enterprises may invest in countries where the degree of governance is 
moderate based on the negative impact on China’s investment in “the Belt and Road” countries. Also, China 
may invest in countries where the natural resources are poor considering the degree of governance even 
though natural resources have a positive effect on investment. Furthermore, the level of infrastructure 
construction in the host country has a positive effect on China’s direct investment in countries along “the Belt 
and Road”. Besides, good political environment can attract Chinese enterprises to invest in countries along 
“the Belt and Road”. 

1 INTRODUCTION 
The global economy has been in a downturn for a long 
time since the outbreak of the international financial crisis 
in 2008. Facing the complicated and ever-changing 
domestic and international economic situation in the new 
era, Chinese President Xi proposed "the Belt and Road" 
initiative during his visit to Central Asia and Southeast 
Asian countries from September to October 2013. Chinese 
companies have established nearly 60 economic and trade 
cooperation zones in more than 20 countries along the 
route, and the cumulative investment is about 18.5 billion 
dollars since the initiative was proposed. It can be seen 
that the countries along the “Belt and Road” have become 
an important strategic location for China’s OFDI, and 
further promoting future investment in countries and 
regions along the route has become the key to China’s 
opening up and economic development. Consequently, 
how to plan the location choice according to Chinese 
enterprises’ need and the characteristics of countries and 
regions along "the Belt and Road" based on "the Belt and 
Road" strategy will support theory and policy guarantee 
for achieving China’s industrial structural upgrade and 
Chinese enterprises’ goal of "going out". Meanwhile, 
China is one of the representatives of emerging economies 

and this research has important implications for the 
investment path selection of other emerging developing 
countries. 

Foreign direct investment is of great significance to 
economic growth and economic restructuring. And the 
location choice is the key to the Chinese company OFDI. 
At the same time, many factors in the host country have 
an important impact on the location choice of the 
company’s OFDI. Therefore, from the perspective of the 
characteristics of the host country, this paper studies the 
issue of China’s choice of direct investment location in the 
countries along "the Belt and Road" and further improves 
the research in this field under the background of 
implementation of "the Belt and Road". In addition, "the 
Belt and Road" Initiative involves a large number of 
countries and regions, and the political, cultural and 
economic development levels among these countries and 
regions are quite different, which has caused Chinese 
enterprises to encounter many challenges and risks in the 
process of direct investment location choice. This paper 
uses Poisson regression model to test how different 
characteristics of host countries affect China’s location 
choice of direct investment in countries along "the Belt 
and Road", and provides empirical evidence for the 
influencing factors of China’s foreign direct investment 
location choice. Meanwhile, it is also important for the 
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path selection of emerging developing countries. 

2 LITERATURE REVIEW 
Foreign direct investment (OFDI) is of great significance 
for promoting a country’s economic openness and 
economic development, and has attracted widespread 
attention from scholars at home and abroad. For investors, 
choosing the right country is crucial, that is, the location 
choice of foreign investment has an important impact on 
OFDI. There is no sound theoretical system for the OFDI 
location selection problem, but many studies have 
recognized the importance of location selection. Hymer1 

(1960) first described the location choice in the monopoly 
theory of traditional industrial organization theory. The 
main reason for the company’s foreign investment is that 
it has a monopoly advantage over the local enterprises of 
the same type. Well2 (1977) proposed "small-scale 
technology theory", arguing that for most developing 
countries, low-income countries with smaller market 
demand are more attractive. However, this theory does not 
explain the phenomenon that many developing countries 
invest in developed countries. 

Regarding the impact of bilateral investment 
agreements (BITs) on the location choice of OFDI, the 
empirical conclusions are different. Hallward–Drieweier3 

(2003) analyzed the OFDI data of 31 developing countries 
for 20 years, and concluded that BIT has little impact on 
developing countries’ external investment. Nevertheless, 
there are some papers finding that BIT has a little positive 
impact on OFDI. Busse et al.4 (2010) used foreign direct 
investment flows data of developing countries attracting 
developed countries. And the results show that BIT has a 
positive effect. Furthermore, Lu Minghong5 (2000) 
pointed out that BIT promotes flow and stock of OFDI. 
According to these papers, the empirical results of BIT’s 
impact on FDI are not consistent. So it is necessary that 
add BIT as one of the variables of this paper is important. 

From the motivation of OFDI location selection, 
except for the internal motivations such as market, labor, 
natural resources or strategic needs, the political, 
economic and environmental aspects of the host country 
are also important factors affecting the location choice of 
the OFDI. Buckley et al.6 (2007) used China’s OFDI flows 
in 49 countries as explanatory variables and found that 
Chinese companies invest in countries with large market 
size, strong cultural similarity, and high political risk. 
Natural resources have no effect on location choice. On 
the contrary, Kolstad and Wiig7 (2009) found that Chinese 
companies tend to choose countries with large natural 
resource endowments. Also, Song Weijia and Xu 
Hongwei8 (2012) take China’s 10-year panel data on direct 
investment in 51 countries as a sample. This study found 
that Chinese companies value natural resources, 
technology, infrastructure and other factors when 
investing abroad. Jiang Heng9 (2015) proposed that there 
are many countries with more internal conflicts among 
countries along "the Belt and Road", which will bring risks 
to investments. Meng Qingqiang10 (2016) used the data on 
Chinese companies’ investment to countries along the 
route from 2003 to 2013 to explore the investment 

motivations and found that market, efficiency and natural 
resources are the main attractions, infrastructure and 
tariffs are also investment motivations. Besides, Wu 
Xianming and Huang Chuntao11 (2016) subdivided the 
OFDI of Chinese enterprise into investment in developed 
and developing countries. The study found that Chinese 
companies all showed obvious market seeking motivation 
and natural resources seeking motivation. It is can be seen 
that variables used in their paper are not quite same and 
the selection of measurement indexes is not 
comprehensive. On the whole, there are few literatures 
that combine multiple influencing factors to study location 
choices. 

Although there are many papers on the location choice 
of OFDI, there are also some shortcomings: (1) there are 
relatively few studies on OFDI of developing countries, 
especially China. (2) there is no uniform standard for 
selection of model and associated explanatory variables 
and the variables selected is less comprehensive. In view 
of this, this paper studies how the characteristics of host 
countries affect China’s location choices for direct 
investment in countries along “the Belt and Road”, which 
is aimed to guide the location selection of OFDI in the 
future with the deepening development of OFDI. The 
main innovations of this paper are as follows: (1) This 
paper consider China as an example of developing 
countries to study the location choice for countries along 
“the Belt and Road”. (2) This paper uses Poisson 
regression to comprehensively examine the impact of BIT 
and other characteristics of host country on the location 
choice of direct investment. (3) This paper uses new proxy 
variables to examine the role of core variables which 
enriches the robustness test. 

3 EMPIRICAL ANALYSIS 

3.1 Econometric model 

This paper uses a Poisson regression model. The Poisson 
distribution is a discrete probability distribution that 
describes the number of random events occurring in a unit 
of time. The application in this paper is: the probability of 
a foreign-invested enterprise investing in a host country i 
at a specific time t is independent, then the number of 
foreign-invested enterprises in the host country is regarded 
as a Poisson distribution: Eit ~Poisson(λit), where the 
density parameter λ that changes with the host country and 
time represents the mean and variance of the distribution 
(Wang Fangfang et al.12, 2011). 

The regression equation in this paper is as follows (the 
argument is delayed backward by one period): 

y c it 1BITit-1 2GOVit-1 3POLit-1 4INFit-1 5NRSit-1 
0CONTROLit-1 it,                       (1) 

The explained variable y(c)it indicates the number of 
enterprises in China directly investing in a host country in 
the year t. BITit-1 indicates that China signs a bilateral 
investment agreement with a host country in year t-1. 
GOVit-1 is the government governance of a host country in 
year t-1. POLit-1 is the politic environment of a host 
country in year t-1. INFit-1 is the fundamental 
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infrastructure of a host country in year t-1. NRSit-1 is the 
natural resource of a host country in year t-1. These five 
variables are core explanatory variables of this paper, and 
agent variables will be selected from different aspects for 
measurement. Denoting CONTROLit-1 as control 
variables which include other characteristics of the host 
country i and national and annual fixed effects. β1, β2, β3, 
β4, β5 and β0 are regression coefficients to be estimated. εit 
is random disturbance item. 

3.2 Data and variables selection 

This paper selects the names of domestic investors, 
overseas investment enterprises (institutions) and 
investment countries (regions) of China’s foreign direct 

investment from 2007 to 2016. Comprehensive country-
level data are obtained with Python. This paper excludes 
the panel data of 12,971 enterprises in 51 countries along 
"the Belt and Road" with a serious data loss and a total 
investment enterprise of less than 10 in the recent ten years. 

This paper selects the number of enterprises that China 
invests in the host country as the explained variables. The 
main factors affecting China’s investment in host 
countries are: bilateral trade agreements (BIT), 
government governance (GOV), political environment 
(POL), infrastructure (INF), and natural resources (NRS). 
In order to consider the influencing factors as 
comprehensively as possible, this paper selects the agent 
variables from the above five aspects. All variable 
descriptions and descriptive statistics are shown in Table 
1, Table 2, respectively. 

Table1. Variable Description 
Variable category Variable name Variable meaning 

Explained 
variable 

Number of companies investing in 
host countries in China the number of enterprises in China directly investing in a host country 

Core explanatory 
variables 

Bilateral trade agreement（BIT） If it is signed in year t or before, BIT value will be 1，otherwise will be 0 

Government governance（GOV） The average of the corruption index, the law and order index, and the democratic 
accountability index as proxy variables 

Political environment（POL） The value is between 0-9. The greater the score, the more serious the internal 
contradiction in the country or region. 

Fundamental infrastructure
（INF） 

Traffic (railway density, air traffic volume, port), power (power consumption), 
communication (100 users per 100 people, number of calls per 100 people) are 
dimensionless standardized and infrastructure scores calculated by weighted 
summation. Larger values indicate better infrastructure development in the country 

Natural resource（NRS） The sum of the proportion of the host country’s ore and metal exports to total 
merchandise exports and the proportion of fuel exports to merchandise exports 

Control variables 

Market size（GDP） Host country’s annual GDP (in current US dollars), in logarithmic form 

unemployment rate（UNE） The proportion of total unemployed in a country to the total number of laborers 

Tariff level（TAR） �𝑉𝑉��� � 𝑉𝑉��/�𝑉𝑉��� � 𝑉𝑉���� � 10，where 𝑉𝑉��� is 15%, 𝑉𝑉��� is 0%, 𝑉𝑉� Indicates the 
average tariff rate. The smaller the value, the higher the tariff rate. 

Bilateral trade relations（BILT） The ratio of total import and export trade between China and the target country to the 
total trade volume of the target country 

Financial development level
（FIN） Domestic credit to GDP ratio 

Urbanization level（URB） The proportion of urban population to the total population 

Geographic distance（GEO_dis） Spherical distance from Beijing to the national capitals (in kilometers) 

Table2. Basic descriptive statistical characteristics of variables 
Variables name Mean Standard error Minimum value  Maximum value 

Y���������� 25.43 43.22 0 331 

BIT 0.88 0.323 0 1 

GOV 3.21 0.81 1.05 4.83 

CC 2.25 0.69 1 4.50 

LO 3.81 0.80 2 5 

DA 3.61 1.73 0.50 6 

POL 4.10 1.95 1 9 

INF 0.21 0.15 0.00315 0.708 
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NRS 0.28 0.32 0 1.047 

GDP 25.12 1.46 22.04 28.46 

 
UNE 0.071 0.050 0.00148 0.24 

TAR 4.31 0.93 0 7.20 

BILT 0.47 0.95 0.0213 8.656 

FIN 0.58 0.34 -0.102 1.72 

URB 0.59 0.21 0.16 1 

GEO_dis 5,436 1,734 1,172 7,723 

Source of information: According to the data sources mentioned above, the data sources are available. 

3.3 Empirical test 

Before the regression analysis, this paper first uses the 
correlation analysis method to detect the multicollinearity 
that may exist in multiple regressions. In general, a 
correlation coefficient value between variables greater 
than 0.8 indicates multi-collinearity. According to the test 
results, there is no obvious linear correlation between the 
variables. The correlation coefficient of each variable is 
lower than 0.8, and most of them are lower than 0.5, that 
is, there is no serious multicollinearity problem. 

 
Fig 1. Number of Annual Investment Companies 

distribution map 
The Pearson correlation test found that there was no 

obvious linear correlation among the variables. The 
correlation coefficient of each variable was lower than 0.8, 
and most of them were lower than 0.5, that is, there was 
no serious multicollinearity problem. In this paper, the 

degree of fit between the Deviance goodness of fit and the 
Pearson goodness-of-fit test data and the model were 
calculated before the regression. The results show that 
both p values are 0, which is consistent with the 
characteristics of Poisson regression. 

3.3.1 Benchmark regression 

Table 3 shows the regression results of China’s choice of 
direct investment location for countries along “the Belt 
and Road”. In table 3，Add the core variables of this 
paper one by one to test the impact of different core 
variables on the explanatory variables: Regression (1) 
includes only bilateral investment agreements. Regression 
(2) includes bilateral investment agreements and 
government governance. Regression (3) includes bilateral 
investment agreements and political environment. 
Regression (4) includes bilateral investment agreements 
and fundamental infrastructure. Regression (5) includes 
bilateral investment agreements and natural resources. 
Regression (6) includes all five core variables. Regression 
(7), (8) and (9) add all control variables except the 
geographic distance to the core variables, where 
regression (7) and (8) only add government governance or 
political environment respectively. And regression (9) 
adds these two variables. In this way, it can be observed 
whether there is certain multicollinearity between 
government governance and the political environment and 
affect the results. Regression (10) is the result that adds 
Geographic distance. 

Table3. The Influence of Core Variables and Control Variables on the Location Selection of OFDI in Chinese Enterprises 
 (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) 
Variables   𝑌𝑌���������� 𝑌𝑌���������� 𝑌𝑌���������� 𝑌𝑌���������� 𝑌𝑌���������� 𝑌𝑌���������� 𝑌𝑌���������� 𝑌𝑌���������� 𝑌𝑌���������� 𝑌𝑌���������� 

BIT 1.429*** 1.319*** 1.487*** 1.357*** 1.411*** 1.088*** 0.525*** 0.726*** 0.419*** 0.714*** 
(27.59) (25.31) (28.68) (26.10) (27.23) (20.48) (9.69) (13.48) (7.67) (13.00) 

GOV  -0.228***    -0.400*** -0.424***  -0.490*** -0.360*** 
 (-20.78)    (-29.23) (-28.65)  (-31.52) (-22.09) 

POL   0.0837***   0.118***  -0.0507** -0.104*** -0.0653*** 
  (19.28)   (23.46)  (-8.40) (-15.74) (-9.76) 

INF    0.875***  2.581*** 2.158*** 1.516*** 1.343*** 2.202*** 
   (15.93)  (36.94) (20.69) (13.37) (11.39) (19.32) 

NRS 

    0.253*** -0.0622** -0.108*** 0.141*** -0.170*** -0.214*** 

    (9.12) (-2.06) (-2.80) (3.74) (-4.38) (-5.80) 

GDP       0.397*** 0.354*** 0.452*** 0.445*** 
      (48.93) (45.29) (49.44) (47.34) 

UNE       -16.11*** -18.98*** -17.02*** -9.603*** 
      (-48.57) (-55.80) (-50.19) (-24.72) 

TAR       0.0515*** 0.0944*** 0.0655*** 0.0427*** 
      (4.32) (6.80) (5.64) (3.59) 

BILT       0.191*** 0.157*** 0.237*** 0.162*** 
      (17.95) (15.40) (21.25) (12.09) 

FIN       -0.0531* -0.217*** 0.0153 -0.369*** 
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      (-1.73) (-6.90) (0.50) (-11.64) 

URB       -1.328*** -1.501*** -1.291*** 0.00320 
      (-16.18) (-18.90) (-15.84) (0.04) 

GEO_dis          -0.000457*** 
         (-53.39) 

_cons 1.964*** 2.778*** 1.558*** 1.831*** 1.906*** 2.463*** -5.147*** -5.086*** -5.705*** -5.117*** 
(38.54) (43.33) (28.17) (35.42) (37.06) (32.41) (-25.59) (-26.22) (-27.21) (-23.66) 

 

(Table 3) The Influence of Core Variables and Control Variables on the Location Selection of OFDI in Chinese Enterprises 

Observations 459 459 459 459 459 459 459 459 459 459 
Prob > 𝐶𝐶𝐶𝐶𝐶� 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 
Log likelihood -11655.701 -11438.189 -11476.1 -11532.97 -11615.18 -10677.467 -6916.2424 -7297.2076 -6787.0591 -5378.1639 
LR 𝐶𝐶𝐶𝐶𝐶�(1) 1230.37 1665.39 1589.57 1475.83 1311.41 3186.84 10709.29 9947.36 10967.65 13785.44 
Pseudo 𝑅𝑅� 0.0501 0.0679 0.0648 0.0601 0.0534 0.1299 0.4364 0.4053 0.4469 0.5617 

Note: The values in parentheses are t values, ***, **, and * indicate significant at the 1%, 5%, and 10% significance levels, respectively. 
It can be seen from Table 3 that in the process of adding 

explanatory variables one by one, the coefficients and 
significance of each core explanatory variable basically 
not change much, and the consistency is consistent, which 
also indicates that the test of the core explanatory variables 
is reliable. With the addition of explanatory variables one 
by one, the R2 of the model is gradually increased, 
indicating that the interpretation of the explanatory 
variables in the model is gradually enhanced, and the 
goodness of fit of the model is improved. At the same time, 
the p-value of the F-test is less than 0.01, indicating that 
the variables of the model are overall significant.  

Based on the result, this part analyzes the impact of 
variables on OFDI location choice. Firstly, the coefficient 
of BIT is positive and significant at the 1% significance 
level. It indicates that the host country along “the Belt and 
Road” which sign BIT with China will attract Chinese 
enterprises to invest in this country. BIT is a kind of 
agreement which can protect the interest of both parties 
and can restrict on the wars, disputes and compensations 
that may arise in the investment process. It also can ensure 
the risk and economic loss of Chinese enterprises when 
investing, and play a significant role in promoting foreign 
direct investment. Secondly, the coefficient of government 
governance is negative and significant at 1% significance 
level in all regression equation containing this variable. 
The score of GOV is higher, the situation of governance is 
better. It can be believed that Chinese enterprises attend to 
invest in countries where government governance is poor. 
Generally, countries with better governance level can 
provide more stable environment and reduce the risk that 
results from Government Issue. This result is obviously 
different from previous study. The explanation of this 
result may be there are some convenient conditions in 
countries with poor government governance, which can 
attract Chinese enterprises to invest in these countries. 
Since the core explanatory variable consists of three sub-
indicators, the paper analyzes specifically whether each 
sub-variable affects the result or each sub-variant affects 
other explanatory variables to cause the regression result. 
Thirdly, the coefficient of government environmental 
factors in the regression is mostly negative and significant 
at the 1% significance level. The results show that the 
country’s internal political environment is also a major 
factor affecting China’s foreign investment location 
choice. In the face of unstable investment country 
environment, the operation of the investment country will 
be affected, increasing investment costs and investment 

losses. The higher score of internal political environment 
indicates the lager internal conflict of the country, so the 
negative value indicates that China has fewer investment 
in “the Belt and Road” countries with greater internal 
conflicts, and is more inclined to be in “the Belt and Road” 
countries with a relatively stable internal political 
environment. In addition, for the infrastructure, the 
regression equation containing the core explanatory 
variable shows a positive coefficient and is significant at 
the 1% significance level. The regression results show that 
the level of infrastructure in the host country is directly 
proportional to the number of enterprises invested by 
China in "the Belt and Road" countries. That is, Chinese 
companies have more choices for countries and regions 
with better infrastructure. The level of infrastructure in the 
host country is also an important factor affecting China’s 
choice of investment location in “the Belt and Road” 
countries. Finally, from the natural resource variable, the 
coefficient of the variable is positive in regression (5) and 
is significant at the significant level of 1%. In the other 
regression equations containing the variable, the 
coefficient of the variable is negative, and the regression 
(6) results show a significant level at 5%. Although the 
core explanatory variables are not significantly stable, and 
the sign of coefficients changed after adding different 
variables, natural resources are negative in the regression 
with government governance variables while others are 
positive according to the regression results. Therefore, 
companies generally prefer to invest in countries with 
more natural resources, enterprises, however, should also 
consider the constraints of other factors such as local 
political governance factors when choosing to invest in 
resource-rich countries, consequently choosing relatively 
poor natural resources.  

Meanwhile, control variables also have a significant 
explanatory effect on the location choice of China’s direct 
investment in "the Belt and Road” countries. The market 
size (GDP) is positive in all regression equations, that is, 
the market size of countries along "the Belt and Road” has 
a positive role in promoting foreign investment in China. 
In the choice of location, Chinese companies will choose 
to seek more markets and invest in countries and regions 
with larger market sizes. The unemployment rate (UNE) 
is significantly negative in the regression, and the host 
countries with lower unemployment are more attractive to 
Chinese companies for direct investment. The coefficient 
of the Tariff Level (TAR) variable is positively significant. 
According to the data above, the higher the average tariff 
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rate of the host country, the lower the score of the variable, 
indicating that China invests more in countries with lower 
tariff rates. The bilateral trade relationship (BILT) is 
positive, indicating that the import and export trade 
between the host country and China has played a role in 
promoting China’s direct investment in "the Belt and Road” 
countries. The level of financial development (FIN) is 
unstable in different regressions, and it is negative in the 
final regression results, indicating that the proportion of 
credit in the financial sector will affect China’s Investment 
in the host country. The level of urbanization (URB) is 
significantly unstable, indicating that this has not been 
considered too much when investing in countries along 
"the Belt and Road". The coefficient of geographical 
distance (GEO_dis) is negatively significant, indicating 
that China has more choices for host countries that are 
closer to the direct investment in "the Belt and Road" 
countries. 

3.3.2 Robustness Test 

In order to ensure the validity of the conclusions of the 
model and whether the conclusions are different according 
to the choice of variables, this paper conducts robustness 
test. This part will use Corruption, Law and Order and 
Democratic Accountability Index as an alternative to the 
core variables to test the robustness of the benchmark 
regression. Furthermore, in order to test the impact 
resulting from multicollinearity between the government’s 
governance sub-variables and the political environment, 
the regression of robustness test will be divided into the 
regression which add the political environment and not to 
add the political environment when the robustness test is 
conducted. Table 4 shows the results of robustness test 
using three different political governance sub-indicators. 
The coefficient of corruption in the regression is positive, 
and is significant at the level of significance of 1% and 5%, 
respectively. It indicates that the degree of corruption of 
the host government plays a role in promoting Chinese 

enterprises’ direct investment in countries along "the Belt 
and Road". Law and order index and the democratic 
accountability index are both negative and significant at a 
significant level of 1%. This shows that the better the 
degree of legal and order system and democratic 
accountability of the host society has no positive impact 
on Chinese foreign direct investment. Although corruption, 
law and order, and democratic accountability are variables 
that measure the degree of government governance, the 
test results show the opposite sign of coefficient. This is 
precisely the particularity of China’s location choice of 
investing directly in countries along "the Belt and Road": 
the Law and Order Index and the Democratic 
Accountability Index are about the protection and 
constraints in country’s political system while the 
corruption index is the quality of the government’s 
administrative execution. It is precisely because of the 
negative effects of law and order and democratic 
accountability on the number of investments that the 
coefficient of government governance in the benchmark 
regression of Table 3 is negatively significant. For most of 
China’s enterprises, they have developed under the 
unsound system at the beginning. Therefore, this paper 
carefully speculates that Chinese enterprises pay more 
attention to the constraints of enterprises in the 
administrative execution of the government when they 
choose the host country for foreign investment. 
Additionally, from the results of the robustness test in table 
4, it can be seen that core variables such as bilateral trade 
agreements, political environment, infrastructure 
coefficient, natural resources significant level and 
symbols are basically same. Moreover, the significance of 
market size, unemployment rate, tariff level, bilateral trade 
relations, financial development level, urbanization level, 
geographic distance and sign of coefficient are also the 
same as the previous benchmark regression. From the 
results of robustness test, the estimation results of each 
variable do not deviate much from the changes in the 
previous section. Overall, the empirical analysis of this 
paper is robust. 

Table4. Robustness Test Results of Government Governance 
 (1) (2) (3) (4) (5) (6) (7) 

Variables  𝑌𝑌���������� 𝑌𝑌���������� 𝑌𝑌���������� 𝑌𝑌���������� 𝑌𝑌���������� 𝑌𝑌���������� 𝑌𝑌���������� 

BIT 1.054*** 1.015*** 1.132*** 1.059*** 0.843*** 0.810*** 1.245*** 
(19.11) (18.14) (21.09) (19.56) (15.60) (14.89) (21.36) 

CC 0.0488*** 0.0380**     0.269*** 
(2.94) (2.27)     (15.95) 

LO   -0.358*** -0.434***   -0.577*** 
  (-22.53) (-25.73)   (-30.59) 

DA     -0.126*** -0.127*** -0.171*** 
    (-18.85) (-19.04) (-23.29) 

POL  -0.0268***  -0.0921***  -0.0333*** -0.103*** 
 (-4.16)  (-12.86)  (-5.20) (-14.13) 

INF 2.545*** 2.383*** 3.334*** 2.791*** 2.130*** 1.875*** 1.276*** 
(22.91) (20.22) (31.77) (24.55) (20.40) (16.22) (10.04) 

NRS 0.0778** 0.0490 0.0992*** 0.0455 -0.0844** -0.117*** 0.0933** 
(2.07) (1.29) (2.83) (1.29) (-2.38) (-3.25) (2.31) 

GDP 0.360*** 0.371*** 0.329*** 0.363*** 0.423*** 0.438*** 0.429*** 
(45.74) (44.42) (41.09) (42.45) (48.13) (47.00) (44.39) 

UNE -9.371*** -9.838*** -8.474*** -9.617*** -8.942*** -9.500*** -8.834*** 
(-24.85) (-25.04) (-22.28) (-24.67) (-23.87) (-24.40) (-22.77) 

TAR 0.0642*** 0.0673*** 0.0768*** 0.0925*** 0.0325*** 0.0379*** 0.0921*** 
(4.70) (4.94) (5.66) (6.78) (2.64) (3.08) (6.72) 

BILT 0.0828*** 0.0924*** 0.0490*** 0.0728*** 0.145*** 0.159*** 0.147*** 
(6.57) (7.23) (3.83) (5.68) (10.97) (11.81) (10.81) 
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(Table 4) Robustness Test Results of Government Governance 

FIN -0.560*** -0.552*** -0.557*** -0.507*** -0.404*** -0.404*** -0.359*** 
(-17.87) (-17.56) (-18.34) (-16.47) (-12.74) (-12.75) (-11.55) 

URB -0.289*** -0.280*** 0.0927 0.166* -0.206** -0.195** 0.449*** 
(-3.44) (-3.35) (1.05) (1.90) (-2.41) (-2.29) (4.88) 

GEO_dis -0.000478*** -0.000473*** -0.000487*** -0.000471*** -0.000452*** -0.000444*** -0.000407*** 
(-57.17) (-56.48) (-58.50) (-57.02) (-52.29) (-51.13) (-46.05) 

_cons -4.620*** -4.705*** -2.895*** -3.042*** -5.543*** -5.727*** -4.709*** 
(-22.33) (-22.56) (-13.27) (-13.82) (-25.59) (-25.94) (-19.90) 

Observations 459 459 459 459 459 459 459 
Prob > chi2 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 

Log likelihood -5633.6105 -5624.8577 -5384.0031 -5297.5723 -5458.9075 -5445.228 -4957.3824 
LR chi2(1) 13274.55 13292.06 13773.77 13946.63 13623.96 13651.32 14627.01 
Pseudo R2 0.5409 0.5416 0.5612 0.5683 0.5551 0.5562 0.5960 

Note: The values in parentheses indicate the value of t, and ***, **, and * indicate significant values at the 1%, 5%, and 10% significance levels, respectively. 

4 CONCLUSION 
"The Belt and Road" strategy provides opportunities and 
conditions for China’s foreign direct investment. This 
paper studies the factors affecting the location choice of 
China’s direct investment along "the Belt and Road". 
Using the panel data of 2007-2016 and the Poisson 
regression, the following conclusions are drawn: Firstly, 
signing bilateral investment agreements with the host 
country has a positive impact on the location choice of 
direct investment in countries along "the Belt and Road" 
and bilateral investment agreements can reduce the 
potential investment risks. Secondly, the government 
governance of the host country is also an important factor 
affecting China’s location choice. Good government 
governance in the host country will impose high 
constraints on enterprises, so Chinese enterprises tend to 
choose countries with less good political governance. 
Thirdly, the government environment is also an important 
factor affecting the investment of countries along "the Belt 
and Road". Countries with fewer internal conflicts and 
more stable society are more likely to attract Chinese 
companies to invest in. Besides, infrastructure 
construction is positively affecting China’s location 
choices. China is more inclined to choose a host country 
with better infrastructure to reduce the cost of local 
investment. Finally, natural resources are still a significant 
factor in China’s direct investment in countries along "the 
Belt and Road". In general, China has the motivation to 
find a country with abundant natural resources when 
investing abroad, but China also considers the restrictions 
of other conditions in other host countries and chooses 
other countries with fewer natural resources to invest. 

Based on the results of empirical research and the 
current state of China’s investment in countries along “the 
Belt and Road”, this paper proposes three policy 
recommendations. First of all，China should sign bilateral 
investment agreements with countries along "the Belt and 
Road" and improve the specific provisions under the 
agreement of both parties. Although China has already 
signed bilateral investment agreements with most 
countries along "the Belt and Road", the standards of 
terms and conditions that were signed at that time have 
changed over time. In order to continue to promote 
China’s direct investment in countries along "the Belt and 
Road" and to protect the interests of both parties, China 
should further improve the terms of the bilateral 
investment agreements already signed and add new terms. 

For countries that have not signed BIT, China should 
prevent the negative impacts of the political 
environmental risks in the host countries and establish 
corresponding protection mechanisms. Chinese 
companies should learn from the experience of foreign 
direct investment in developed countries, and strengthen 
investment in countries with potential government risks 
along "the Belt and Road" from multiple levels, such as 
strengthening risk warnings for foreign investment and 
setting up investment risk loss reserves. It can Balance the 
distribution of location selections. Next, it is necessary to 
further promote the interconnection of China’s 
infrastructure with the countries along "the Belt and Road". 
As China has a higher propensity for countries with sound 
infrastructure, strengthening the infrastructure 
construction of transportation, energy and communication 
in countries along "the Belt and Road" will attract Chinese 
investment. At the same time, cross-border connectivity 
with host countries, especially in transportation 
infrastructure, can help China promote cooperation and 
share achievement on the basis of using local 
infrastructure. In the end ， China should stimulate 
opportunities for investment in natural resource-rich 
countries along "the Belt and Road". Although the 
empirical results show that countries with abundant 
natural resources will attract Chinese companies to invest 
in them, the constraints imposed by the host government 
will also cause China to reduce its investment. Therefore, 
China should optimize its cooperative investment 
relationship with these countries and promote mutual 
benefit through communication between the two sides. 
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