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Country Risks along the Belt and Road, Bilateral Investment
Treaties and China's OFDI Location Choice —— Empirical Study

based on PLS-PM and BP Neural Network Model
ZHU lJie-xi, LI Jun-jiang

Abstract: It is of great significance to effectively prevent and defuse investment risks and
optimize the spatial distribution of OFDI for the steady and long-term development of
high-quality belt and Road Cooperation. A risk measurement system for countries along the Belt
and Road including political and military risks, economic and financial risks, and social and
cultural risks was constructed, and the partial least squares path model was used to measure the
comprehensive risks and risks in all dimensions of 49 countries along the Belt and Road from
2014 to 2019. BP neural network is used to establish a risk warning model, which is proved to
have good generalization ability after training and simulation. Through systematic GMM dynamic
panel regression analysis, the influence of host country risk and BIT on the flow of China's OFDI
is analyzed. The results show that the risk level of countries along the belt and Road has a great
difference, and the comprehensive investment risk of host country has a significant positive
impact on China's OFDI location choice. Signing BIT can promote China's direct investment in
countries along the Belt and Road, especially in developing countries with higher risks. There is
"heterogeneity preference” in the location choice of China's OFDI. The comprehensive investment
risk, political and military risk and social and cultural risk in developing countries have a
significantly higher impact on China's OFDI than that in developed countries. The effect of host
country market size on China's OFDI to developed and developing countries is asymmetric. For
different investment motives, China's OFDI of developing countries is significantly affected by
the host country's natural resource endowment and labor market size, while China's OFDI of
developed countries is significantly affected by the host country's technological level. The
non-commercial trend makes China more tolerant of country risk, geographical distance and high
tax burden for developing country OFDI.

Keywords: BP neural network; Foreign direct investment; The Belt and Road Initiative; Host

country risk; Bilateral investment treaty



