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Abstract: Firms from different provinces in China and their
different reactions to the Belt and Road Initiative (BRI) are
studied in this research. Initial results from 27.547 outward
foreign direct investment (FDI) projects by Chinese firms
between 2000 and 2015 regarding the home region profile,
host country choice, and FDI motives of the investment firms
before and in the early years of the launch of the BRI policy
are investigated. The findings show that Chinese firms from
eastern provinces that have accumulated a large quantity of
inward FDI are more likely than firms from western prov-
inces to switch their investments to BRI-involved countries
and engage in a more diverse set of outward FDI motives.
These findings help interpret the behavior of Chinese multi-
nationals in the current (de)globalization era, namely using
the BRI to circumvent FDI barriers imposed by advanced
western economies.

Keywords: Belt and Road Initiative (BRI), Foreign Direct
Investment (FDI), Location Choices, FDI motives, (de)glo-
balization

1 Introduction

Within a decade of its inception, the Belt and Road Initiative
(BRI) received massive attention from the media, research-
ers worldwide, and policymakers at national and interna-
tional levels. In this research, the initial impact of BRI in
the early years after the policy launch on outward foreign
direct investment (FDI) behaviors of firms from different
provinces in China is explored.

President Xi Jinping unveiled the BRI in September and
October 2013 during his visits to Kazakhstan and Indone-
sia. The BRI is a Chinese government initiative to facilitate
Sino-foreign collaboration among countries along the land
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and sea paths of the ancient silk road (Buckley, 2020). The
land-based silk road stretched from the Xi’an and Shaan
Xi provinces in China to Rome, Italy, while the maritime
route began in the Guangzhou and Guangdong provinces
and ended in Sri Lanka (Zhang et al., 2018). The BRI follows
these ancient paths and includes 64 participating coun-
tries from Western and Central Asia, Central and Eastern
Europe, and parts of Northern Africa. Although the main
projects so far are conducted by the Chinese government to
support infrastructure building in participating countries,
the ultimate goal as stated in the Chinese National Devel-
opment and Reform Commission’s formal documents on
the BRI is to promote a variety of collaborations, including
international trade, technology co-development, environ-
mental protection, cultural exchange, education and so on
(Dunford & Liu, 2019; Zeng, 2016).

Because the land-based silk road starts in the western
Chinese province of Shaanxi, existing studies (e.g., Li et
al,, 2019; Sutherland et al., 2020; Zhang et al., 2019) have
focused more on China’s western provinces. Less is known,
however, about the broader impact of the BRI through-
out China. For example, how does BRI affect firms in the
rest of China? What other activities besides infrastructure
building are Chinese companies engaging in BRI corridor
economies? How can these activities potentially reshape the
dynamics of China’s participation in globalization? The indi-
rect effect can be as significant as the direct effect because
the BRI is designed to be a long-term (35-50 years) initiative
(Chaisse, 2018; Enderwick, 2018). Investigating the broader
impact of such an ambitious initiative can help us better
predict its policy influences on firm strategies and regional
development.

This research views the BRI within the history of the
People’s Republic of China’s globalization rather than as a
standalone policy event. The history of China’s globalization
is mostly consistent with Dunning’s Investment Develop-
ment Path (Dunning, 1981), in which inward FDI accumu-
lates before a surge of outward FDI. The majority of inward
FDI in China has come from advanced economies, repre-
senting 67.27 % of the total inward FDI stock, excluding tax
havens (NBSC, 2019). The large quantity of inward FDI from
the U.S. and Western Europe to China has made Chinese
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enterprises heavily reliant on these countries’ technology
standards and business practices. Over the last several
years, trade protectionism in these countries has increased,
causing Chinese exports to be criticized and, at times, sanc-
tioned. For example, Chinese firms such as Huawei and
ZTE have been the frequent target of censorship (Evenett,
2019). This anti-globalization trend has impeded outward
FDI activities from China and other emerging markets and
also has exacerbated the problem of economic polarization
worldwide (Storper, 2018; Parnreiter, 2018).

The launch of the BRI has provided long-term alter-
native opportunities for businesses inside and outside of
China. This study investigates whether Chinese enterprises
tend to take advantage of BRI opportunities and gradu-
ally lessen their economic reliance on western developed
economies and proposes that the degree of inward invest-
ment activity in Chinese regions impacts their engagement
with BRI investments. Since inward investments are much
stronger in the eastern part of China (Guo et al., 2020; Wei
et al., 1999; Xie et al., 2022), the research design focuses on
comparing firms from the eastern and western regions and
how their FDI strategies have changed after the launch
of the BRI. Evidence was collected from a Chinese official
source, the Outward FDI Directory, and the location choices
and FDI motives of Chinese multinational enterprises
(MNEs) before and after the BRI was launched were com-
pared. The statistical evidence helps determine whether
Chinese firms have gradually shifted outward FDI projects
to more politically-friendly host countries.

Besides developing a holistic view of the BRI, this
study also intends to understand FDI motives, which are
an essential and highly interesting topic in FDI studies
but lack empirical evidence (Cuervo-Cazurra & Narula,
2015). Previous studies (e. g., Alon, 2010; Buckley et al,,
2007; Kostad & Wiig, 2012) relied on host country char-
acteristics such as demographics and economic indices to
infer business motives in the host country. In this study,
location and business motives are measured separately,
and the idea relevant to international business that busi-
ness motives are a project-level construct rather than a
country or location-level construct is revisited. The pro-
ject-level measurement of FDI motives allows for diving
into more fine-grained details of an MNE’s strategies in a
host country.

The remainder of this paper is organized as follows.
First, hypotheses related to the BRI’S impacts on Chinese
multinational firms’ location choices and FDI motives are
developed. Sample selection and measurement approaches
are reported next in the methods section. Illustrative
summary statistics and regression results are then pre-
sented. Findings and policy implications are explained
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afterward, followed by a conclusion and discussion of pos-
sible future research directions.

2 Conceptualization and hypo-
theses development

China has relied on western developed countries for export
revenue, inward FDI, and technology co-development
(Lardy, 1995; Yao, 2006; Young & Lan, 1997; Kroll & Neu-
héusler, 2020). According to the China Statistical Year Book
2020, the major trade partners of China are still western
developed countries, with the U.S. occupying approximately
17%, and Germany, Japan, South Korea, and the United
Kingdom combined 20 %, of China’s exports (NBSC, 2020).
Recent protectionism in the west and decoupling between
China and the U.S. have prompted the country to take an
alternative route for its export market development, and
the BRI has given firms diplomacy-assisted opportunities to
explore other foreign markets.

A large quantity of Chinese domestic firms, especially
the ones from the East Coast, have become subcontractors
to foreign flagship MNEs, participating in their supply
chain activities and receiving blueprints and operational
guidelines from them (Wei & Liu, 2006; Hertenstein et al.,
2017). Connections with foreign MNEs have yielded positive
knowledge exchange via transnational network relations
and international community gatherings (Bathelt & Henn,
2014), enabling the ‘catching-up process’ of Chinese firms
(Humphrey & Schmitz, 2008). Nevertheless, advanced
economies are still in a leading position to set up technol-
ogy standards worldwide and further enlarge the technol-
ogy gap (Kemeny, 2011). This enlarged technology gap has
prevented firms from emerging markets such as China
from building up network centrality among technologi-
cally sophisticated products. Furthermore, when China
gradually loses its demographic dividend (e. g., cost-effec-
tive labor), firms face the urgency to shift cost-sensitive
production to Southeast Asia and Eastern Europe to main-
tain price competitiveness (Ernst & Kim, 2002). Hence,
countries in BRI regions can offer down-the-road develop-
mental opportunities when Chinese enterprises intend to
break from conventional partnerships with the developed
world.

2.1 Location choices of Chinese MNEs

Although China and its trade partners are mutually depend-
ent, inevitably, there is a power imbalance (or asymme-
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try) among the actors owing to the uneven distribution of
resources or different stages of development (Emerson,
1962; Xia et al., 2014). Usually, there are two strategies the
weaker party can adopt to achieve successful resource
exchange: adaptation and avoidance (Salancik & Pfeffer,
1978). Adaptation, which also can be referred to as com-
pliance, can be problematic, however, as a weaker party
can lose its decision-making autonomy to the stronger
party (Nienhiiser, 2008; Oliver, 1991). Therefore, diversifi-
cation (or avoidance) becomes a more promising strategy
as it allows the weaker party to still maintain an exchange
relationship while tilting the power imbalance. Diversifica-
tion strategy refers to when an actor in a relatively weak
position intends to escape or diversify to other exchange
relationships to reduce the constraining influence of the
dominant actor (Xia, 2010; Pfeffer, 1987).

The diversification logic is applied in this study to
explain Chinese firms’ intention to enter BRI countries for
global expansion. As mentioned above, China’s economic
development over the last four decades has relied signifi-
cantly on foreign MNEs operating in China, with the most
inward FDI coming from advanced economies such as the
U.S. and Western Europe. These foreign MNEs are powerful
actors (Hoskisson et al., 2000) because of technology and
managerial skill advancement (Inkpen & Beamish, 1997;
Yan & Gray, 1994). Although foreign MNEs in China trans-
fer knowledge to local firms, they also have imposed con-
straints on local firms regarding turn-around time, delivery
standards, pricing, etc. (Liu et al., 2009). These constraints
overload Chinese suppliers with production orders under
stringent quality and efficiency requirements (Guler et al.,
2002), eventually locking Chinese manufacturers into a
vicious low value-added activity cycle (Gill & Kharas, 2015;
Islam & Chadee, 2021). In addition, foreign MNEs dominate
major consumer markets, influencing customer tastes and
service standards (Luo & Park, 2001).

Furthermore, foreign MNEs have driven up factor
prices such as wages (Girma et al., 2019) and have estab-
lished technology standards that do not favor local firms
(Lee, 2005). As a result, Chinese enterprises have found it
difficult to prosper or survive under these constraints. The
over-dependence on the western developed world thus has
caused Chinese firms to seek growth opportunities else-
where, especially in countries where advanced economy
firms have a low influence (Driffield, 2006).

The BRI policy fits the needs of Chinese MNEs seeking
non-Western alternative business partners. By building
infrastructure in neighboring countries and strengthen-
ing diplomatic relations, Chinese MNEs potentially find it
easier to have business trips and search for collaborators
and opportunities in the BRI countries. In addition, the BRI

DE GRUYTER

countries overall are less influenced by advanced econo-
mies and are geographically more proximate to China.
Therefore, the BRI opens another avenue for Chinese firms
to go global. This especially is the case for firms in an unfa-
vorable power position with advanced economy firms at
home, as BRI opportunities reduce their dependence
on them for markets and technology and, thus, increase
their relative power by diversifying into new geographic
locations. The above arguments, then, lead to the first
hypothesis:

H1: A Chinese firm that originates from a province with more
inward FDI from Western Europe and North America is more likely
than a firm from other provinces with less such FDI to enter BRI
participating countries for its FDI activities after the launch of the
BRI

2.2 FDI motives

Even though the BRI at this stage consists of a large amount
of infrastructure building in the host countries, when it
comes to FDI activities in BRI regions, Chinese firms also
leverage the BRI to expand their other business activities,
such as market expansion and manufacturing, which are
congruent with the all-inclusive goal of the BRI as stated
in its official document. These diversified business motives
include trade-supportive investment, market-seeking FDI,
efficiency-seeking FDI, and strategic asset-seeking FDL.

According to the China Statistical Yearbook 2019,
41.66 % of China’s exports are conducted by foreign MNEs
in China. When Chinese domestic firms partner with these
foreign MNEs at home, their contractual agreements usually
indicate that they are not supposed to export to the foreign
MNEs’ target markets. This prevention of potential com-
petition from Chinese firms by foreign MNEs impedes the
growth of Chinese firms’ international trade. Nevertheless,
they do have a strong intention to promote and facilitate the
export and import of goods and services. With the launch of
the BRI, Chinese firms can be expected to be eager to take
advantage of the opportunity and expand to BRI countries
for trade-supportive investment. This, therefore, leads to
the following hypothesis:

H2a: A Chinese firm that originated from a province with more
inward FDI from Western Europe and North America, compared
to a firm from other provinces with less such FDI, is more likely
to enter BRI countries for trade-supportive FDI after the launch
of the BRI.

In the mid-1980s, the Chinese government promoted inter-
national joint venture entry modes with the notion that the
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country needed to give up portions of the domestic market
in exchange for advanced technologies (Wei & Davis,
2018). Since a joint venture is considered an MNE subsid-
iary, the joint venture partners usually receive in-house
technology transfer and employee training opportunities
(Li & Cantwell, 2012). While Chinese firms’ manufacturing
capacity has improved thanks to foreign knowledge trans-
fer, the fast expansion of manufacturing capacity has also
led to over-capacity issues in China. Also, owing to foreign
competition at home, Chinese firms’ market share has been
affected. With the launch of the BRI, however, Chinese firms
can be expected to explore alternative markets, hoping to
transfer their overcapacity to and increase their market
share in countries with more favorable diplomatic rela-
tions and similar cultural and social norms. Hypothesis 2b
follows:

H2b: A Chinese firm that originates from a province with more
inward FDI from Western Europe and North America, compared
to a firm from other provinces with less such FDI, is more likely
to enter BRI countries for market-seeking FDI after the launch of
the BRI

Foreign MNEs in China have driven up factor prices, includ-
ing wages and other manufacturing costs. The FDI spillover
literature (e. g., Blomstrom & Kokko, 2001) has documented
the employment effect. Foreign firms tend to pay higher
wages to attract local talent upon entry. Nevertheless, when
workers from foreign firms become boundary spanners,
switch to local companies or become entrepreneurs, their
expectations for wages and standards of living rise (Girma
et al., 2019). Foreign MNEs’ standards in workplace safety
and employee welfare, including health insurance and
retirement contributions, also urge local companies to
converge on global practices. After the Foxconn scandal of
forced labor, let alone the civil-level movement on improv-
ing working conditions, the Chinese government raised
the minimum wage by 9 % (Hoffman, 2014). As a result, it
gradually has become difficult for Chinese firms to keep
their competitive edge by producing at home. Manufactur-
ing costs even increase when Chinese firms co-locate with
foreign MNEs, as foreign MNEs’ adjacent areas are likely to
experience wage increases (Xia et al,, 2014). Chinese firms
seldom have found that locations in advanced economies
solve this problem — owing to the high labor costs and rents
in these economies — even if Chinese firms established busi-
ness networks there (Hertenstein et al., 2017). Therefore,
the BRI provides essential opportunities for Chinese firms
to shift their manufacturing activities, which also benefits
them in their industrial upgrading efforts. This, then, leads
to the next hypothesis:
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H2c: A Chinese firm that originated from a province with more
inward FDI from Western Europe and North America, compared
to a firm from other provinces with less such FDI, is more likely
to enter BRI countries for efficiency-seeking FDI after the launch
of the BRI

Although the Chinese government intended to temporar-
ily give up the domestic market in exchange for advanced
technologies, things have not always occurred as expected.
Previous research has shown that cross-border technology
transfer, whether in-house or internal, can be ill-function-
ing and not achieve its goal (Inkpen, 2000; Buckley et al.,
2004). Also, foreign MNEs in weaker intellectual property
regimes tend to purposely avoid sharing cutting-edge tech-
nologies (Zhao, 2006). Nevertheless, Chinese firms with
interdependent relationships and intensive interactions
with foreign MNEs perceive a large technology gap with
foreign MNEs. Therefore, these Chinese firms are eager to
upgrade their technological capabilities and foster domes-
tic and international collaborations. Since advanced econ-
omies are becoming more cautious concerning Chinese
firms learning advanced technologies from them and are
concerned about their image in doing this (Cuervo-Cazurra
et al,, 2014), the BRI has enabled Chinese enterprises to now
seek knowledge in BRI countries as an alternative. In Sin-
gapore, one of the BRI destination countries, strategic-asset
seeking FDI projects are very similar to those in the U.S. and
Western Europe, covering a broad spectrum of pharmaceu-
tical research, medical devices, computer hardware and
software, automobile, and machinery development, etc. In
Russia, strategic asset-seeking FDI projects mainly focus on
heavy-duty machinery, such as mining equipment. In India,
half of the strategic asset-seeking projects are in the com-
puter software domain. Thus, the last hypothesis, which
focuses on strategic asset-seeking FDI, is:

H2d: A Chinese firm that originates from a province with more
inward FDI from Western Europe and North America, compared
to a firm from other provinces with less such FDI, is more likely to
enter BRI countries for strategic asset-seeking FDI after the launch
of the BRI

3 Methodology

3.1 Data sample

The Outward FDI Directory (OFDI Directory) published by
the Ministry of Commerce of China was used to test the
above hypotheses. The current OFDI directory includes
41.707 projects between 1983 and 2015, providing adequate
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observations to compare before and after the BRI launch
(at least for its initial years). The OFDI Directory has proven
to be a legitimate source for Chinese project-level outward
FDI studies (Yang & Bathelt, 2021). The OFDI Directory
covers 31 Chinese provinces and 201 host destinations and
documents non-financial sector project-level outward FDI
activities from China. The dataset offers the following infor-
mation: parent firm name, subsidiary name, OFDI date, host
country, home province, and manager self-reported subsid-
iary activities. After removing tax haven cases, 27.547 are
left, with 11.124 going to BRI countries between 2000 and
2015 (Table 1).

3.2 Variables and measurements

For hypothesis 1, the dependent variable is BRI destination.
The value is coded as 1 if the outward FDI project entered
one of the BRI countries and 0 otherwise. Logistic regres-
sion is used to calculate the likelihood of an outward FDI in
one of the original 64 BRI countries.

The dependent variable for hypotheses 2a, 2b, 2¢, and
2d, which refer to BRI investment only, is FDI motive. Based
on Dunning (1993) and Cuervo-Cazurra & Narula (2015),
five major motives are associated with Chinese outward
FDI projects: natural resource-seeking; trade-supportive;
market-seeking; efficiency-seeking; and strategic asset-seek-
ing. Because of the particularity of the BRI, a sixth motive,
infrastructure building, can be added. The hypotheses tested
in this paper address those four motives where the impact
is less clear. What is worth mentioning is that, unlike for
trade-supportive investment in which production is home-
based, MNEs have procurement or sales offices overseas,
market-seeking FDI usually incurs local production and
local sales abroad (Johanson & Vahlne, 1977).

The motives are coded based on the managers’ self-re-
ported activities in the host country. These six motives
are listed as separate dependent variables (Table 2). For
example, if one project has a market-seeking motive, then
“market-seeking” as a dependent variable will be coded as
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1, otherwise 0. It should be noted that one project can have
multiple FDI motives.

The empirical models of this research use two predictor
variables, time and treated.

Time: Chinese President Xi Jinping unveiled the initi-
ative in September and October 2013 during his visits to
Kazakhstan and Indonesia. These visits signaled the launch
of the BRI and prepared Chinese firms to start their BRI
journey. As a result, 2013 is used as the cut-off year to proxy
the policy year; years after 2013 are coded as 1, and years
before 2013 are coded as 0.

Treated: A province with a large volume of inward FDI
stock, namely provinces on the east coast, is coded as 1,
whereas western provinces are coded as 0. The east coast
provinces in China include Anhui, Henan, Shandong, Shang-
hai, Beijing, Hunan, Jiangsu, Zhejiang, Guangdong, Fujian,
Hebei, Sichuan, Jiangxi, Tianjin, Shanxi, Hubei, Guizhou, and
Hainan.

State ownership (SOE) is used as a control, as many
state-owned enterprises participate in and promote the BRI
(Buckley, 2020; Li & Zeng, 2019; Sutherland et al., 2020).

3.3 Empirical technique

This paper applies maximum likelihood logistic regressions
since the dependent variables are dichotomous. The identi-
fication strategy is based on a difference-in-difference (DID)
analysis that compares the likelihood of location choices
and motive choices before and after the launch of the BRI
program. 2013 is recognized as the cut-off point in launch-
ing the BRI policy by multiple studies (e. g., Beule & Zhang,
2022; Buckley, 2020; Lewin & Witt, 2022). In this study, the
first difference refers to the different types of provinces,
namely provinces with more FDI from Western Europe
and North America (eastern Chinese provinces) and prov-
inces with fewer such FDI (western Chinese provinces). The
second difference compares periods before and after the
launch of the BRI policy. The two differences are simultane-
ously considered in the full model.

Table 1: Summary of different samples by time period and location characteristics

Full sample Sample without tax havens BRI sample
Before 2000 133(0.03) 53 23
2000-2013 24469 (58.7 %) 17147 7291
2014-2015 17105(41 %) 10400 3833
Total 41707 27600 (66.2 %) 11147(26.7 %)

Notes: BRI sample is a subset of the without tax haven sample.
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Table 2: Definition and coding of motives categories of Chinese OFDI projects, 2000 to 2015

FDI motive

Description/Definition

Keywords for coding

Typical examples

Infrastructure building

Natural resource-seeking

Trade-supportive
investment

Market-seeking

Efficiency-seeking

Strategic asset-seeking

To build, rebuild, or repair public

and private physical structures such
as roads, railways, bridges, tunnels,
water supply, sewers, electrical grids,
and telecommunications

To acquire specific resources of higher
quality at a lower real cost than could
be obtained in their home country

To promote and facilitate the export
and import of goods and services
from the investing (or other) firm

To supply goods or services to a par-
ticular country or region (from existing
markets to new markets). It can be
either maintaining current market
share (defensive market-seeking) or
exploring new market share (offensive
market-seeking)

To rationalize the structure of estab-
lished resource-based or
market-seeking investment in such

a way that the investment firm can
gain from the common governance of
geographically dispersed activities

(e. g., achieving economies of scale
and scope)

To promote long-term strategic objec-
tives—especially that of

sustaining or advancing global com-
petitiveness

(e. g., augmentation

of a global portfolio of physical assets
and human competencies,

which they perceive will either sustain
or strengthen their
ownership-specific advantages or
weaken those of competitors)

Infrastructure;

Hydropower Station; Solar Energy;
Construction; Railways; Roads,
Tunnels; Telecommunications; Airport;
Sea Port; Water; Sewers; Pipeline;
Waste Disposal

Extracting; Logging; Mining; Planting;
Farming; Fishing; Exploring; Pros-
pecting;

Coal; Natural Gas; Petroleum; Ore;
Forest; Fishery; Agriculture

Export; Import; Trade; Transportation;
Logistics; Shipment; Cargo; Container

Sales; Marketing; Wholesale; Retail;
Market Research; Product Promo-
tion; Establishing Guanxi; After Sales
Services

Manufacturing; Production; Assem-
bling; Processing

Research; Development; Knowledge;
Talents; Human capital, Technology

- Building hydropower station

- Airport construction

- Turnkey projects
Establishing railroad connections
and ground transportation

- Repairing and rebuilding telecom-
munication base stations

- Natural resources accessing

- Coal mining

- Minefield construction

- Ore extraction

- Oilfield exploration

- Logging/forest

- Fishery resources development

- Planting and agriculture

- Cargo import/export

- International trade agent

- Shipping agent

- Responsible for customs clearance

- Freight and warehousing

- Selling a product (e. g., garment)

- Market investigation

- No revenue-generating activity yet
but building customer relation-
ships, establishing a marketing
network, etc.

- Maintaining customer rela-
tionships, provision of related
customer service

- Production of various types of
knitted fabrics, fashion, and senior
clothing products

- Assembling electronic components
and machinery parts

- Processing products (e. g., edible
fats) from raw ingredients

- Research and development

- New technology seeking

- Acquiring knowledge or techno-
logical resources

- New drug development

- Software development

- Talent recruitment

- Seeking technical consultancy
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4 Results and findings

4.1 Summary statistics

The following section presents summary statistics on the
different samples and variables before the results and find-
ings are discussed. The number of FDI projects grew signif-
icantly in 2014 and 2015 after the launch of the BRI, equal-
ing 52 % of the total number of projects between 2000 and
2013. Regarding the distribution of Chinese outward FDI in
the 64 BRI regions, East Asia attracts half of the investment
projects. Although Central and East Europe (CEE) has the
largest number of countries, it has the lowest number of
Chinese FDI projects.

For statistics at the province level, 13 western provinces
are BRI-participating provinces. Nevertheless, most of the
investments in BRI countries come from eastern provinces,
with 73.3% of the total investment project count in BRI
countries. The time period 2014-2015 accounts for one-
third of the same total investment.

In addition, inward FDI in each province was investi-
gated. 18 non-BRI participating provinces, also known as
eastern provinces, have accumulated 7.5 times the inward
FDI by dollar amount than western provinces. Therefore, a
province’s location in the East or West is used as a proxy for
its reliance on inward FDI which is mainly from Western
Europe and North America.

Table 3: Logit regression results on Chinese FDI location choices
(BRI destination or not), 2000-2015

DV: Baseline Model 1 Model 2 Model 3
model (main (main (DID)
BRI
. effects) effects)
destination
SOE 0.748 *** 0.723 *** 0.723 *** 0.722 ***
(0.059) (0.059) (0.059) (0.059)
Time -0.233 *%**  _(233%**  _(,213 ***
(0.027) (0.027) (0.071)
Treated 0.477 ** 0.484 **
(0.219) (0.220)
Time*Treated -0.023
(0.077)
Province Yes Yes Yes Yes
Controls
Constant -0.935***  _(,857 ***  _(.857 *** (.863 ***
(0.067) (0.069) (0.069) (0.072)
Number of obs 27547 27547 27547 27547
LR x? 28988 2972.19 2972.19 2972.29
P-value (LR x?) 0.000 0.000 0.000 0.000
Pseudo R? 0.078 0.08 0.08 0.08

Notes: Standard error in parentheses; p <0.1*; p <0.05 **; p <0.01 **
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Besides the host country and home region, FDI motives
also are crucial in this analysis. Out of 11.114 projects
between 2000 and 2014 in BRI regions, 982 conducted
infrastructure-building activities, and 1685 had natural
resource-seeking components. These two are commonly-no-
ticed FDI activities in BRI regions and will not be tested in
this paper. Nevertheless, market-seeking FDI is the most fre-
quent investment case, with 6845 projects. Trade-support-
ive investment and efficiency-seeking FDI are ranked next
in project counts, with both in the range of 4000. Unsurpris-
ingly, strategic asset-seeking FDI is the least frequent, with
only 658 cases. However, strategic asset-seeking FDI, along
with infrastructure-building projects, has seen the fastest
growth, with their number in the most recent two years
almost the same as in the previous two decades. It should
be noted, too, that since one FDI project can have multiple
FDI motives, the number of individual motives adds up to
more than the total project count.

4.2 Regression results

This section discloses the regression results. Tables 3
through 7 present the empirical results in terms of hypoth-
esis testing. For hypothesis 1, the larger 27.547 sample,
which contains both BRI and non-BRI countries, was used.
The correlation among variables is between —0.2 and 0.15,
and all VIF values are below 2, indicating that there are no
multicollinearity concerns. Model 1 and Model 2 in each
table show the main effects, while model 3 includes the
difference-in-difference moderating effect. The first differ-
ence time (0 or 1) refers to FDI entry timing before or after
the launch of the BRI. The second difference treated (0 or 1)
compares east and west provinces.

Table 3 focuses on location choices, showing the logit
regression results in testing hypothesis H1. The results in
this table aim to explain whether an outward FDI project
will be located in a BRI country (or not). Province, east or
west, and outward FDI timing are predictors while con-
trolling for state ownership. After the launch of the BRI
(time=1), the coefficient of time being negative and signif-
icant shows that in the early years after the launch of the
BRI policy, Chinese firms are still less likely to switch to BRI
regions for their FDI destinations. The results also show
that eastern provinces' (treated=1) are less likely to invest

1 All regression models include dummified province controls to en-
sure the robustness of the results since different provinces can have
various industry sectors, economic development stages and these var-
iations can influence FDI location choices and FDI motives of firms
from a focal province.
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Table 4: Logit regression results on trade-supportive BRI FDI,
2000 to 2015
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Table 5: Logit regression results on market-seeking BRI FDI,
2000 to 2015

DV: Baseline Model 1 Model 2 Model 3 DV: Baseline Model 1 Model 2 Model 3
Trade-sup- model (main (main (DID) Market- model (main (main (DID)
portive BRI effects) effects) seeking BRI effects) effects)
investment investment
SOE -0.015 -0.012 -0.012 -0.012 SOE -0.063 -0.062 -0.062 -0.061
(0.103) (0.103) (0.103) (0.103) (0.097) (0.097) (0.097) (0.097)
Time 0.264 *** 0.264 *** 0.305 *** Time -0.259 *** (0,259 ***  _(0,141*
(0.042) (0.042) (0.080) (0.042) (0.042) (0.081)
Treated 0.424 0.443 Treated 0.098 0.150
(0.347) (0.348) (0.347) (0.348)
Time*Treated -0.056 Time*Treated -0.161*
(0.094) (0.095)
Province Yes Yes Yes Yes Province Con-  Yes Yes Yes Yes
Controls trols
Constant -0.507 ***  -0.560 ***  -0.600 *** -0.614 *** Constant 0.095 0.183 0.183 0.143
(0.120) (0.121) (0.121) (0.123) (0.116) (0.117) (0.117) (0.119)
Number of obs 11124 11124 11124 11124 Number of obs 11124 11124 11124 11124
LR x? 147.20 186.00 186.00 186.35 LR x? 479.07 516.68 516.68 519.56
P-value (LR x?) 0.000 0.000 0.000 0.000 P-value (LR x? 0.000 0.000 0.000 0.000
Pseudo R? 0.010 0.013 0.013 0.013 Pseudo R? 0.032 0.035 0.035 0.035

Notes: Standard error in parentheses; p < 0.1 *; p <0.05 **; p < 0.01 ***

in BRI countries than western provinces, as the coefficient
for treated is negative and significant across all models.

Furthermore, the difference-in-difference (time*treat-
ed=1) effect explains the location choice of firms from
eastern provinces after the launch of the BRI. The coefficient
of time*treated being negative and non-significant shows
that eastern provinces do not exhibit a significant difference
in their tendency to invest in BRI countries before or after
the policy launch. As a result, hypothesis H1 is not supported.

The BRI sample, which contains only those 11.124 FDI
projects in BRI regions, is used to test hypotheses 2a, 2b, 2c,
and 2d. The correlation coefficient among all variables is
between —0.3 and 0.3. In addition, the VIF values are below
2.5 for each regression. Therefore, there are no multicollin-
earity concerns.

Table 4 displays the tests for hypothesis H2a, whether
the BRI promotes trade-supportive investments. The posi-
tive and significant coefficient of the variable time across all
models in Table 4 shows that the likelihood of an FDI project
with a trade-supportive motive is higher after the launch of
the BRI (time=1). In addition, firms from eastern provinces
(treated=1) have a lower propensity than firms from western
provinces to initiate a trade-supportive FDI project. In other
words, trade-supportive investment in BRI regions is more
likely to originate from western provinces. However, the
insignificant coefficient of the difference-in-difference term
indicates that the east or the west provinces’ tendencies in
engaging in trade-supportive investment do not change

Notes: Standard error in parentheses; p < 0.1 *; p < 0.05 **; p < 0.01 ***

before or after the BRI was launched. Therefore, the results
in table 4 do not support hypothesis H2a.

Table 5 explains the market-seeking tendencies in
hypothesis H2b. The positive and significant coefficient
of predictor time indicates that, generally, firms are less
likely to have market-seeking FDI in the BRI regions after
the launch of the BRI (time=1). In addition, it can be seen
from the positive and significant coefficient of the predic-
tor treated that firms from eastern provinces (treated=1) are
more likely than those from western provinces to engage in
market-seeking activities in BRI regions.

The difference-in-difference term (time*treated) is
significant but negative in Table 5. Based on the equation
Marketing Seeking = o+ B, SOE + B, Time + B, Treated + f,
Time*Treated + vy, scenario (1) treated = 1 and time = 0 and
scenario (2) treated = 1 and time = 1 can be compared. The
first scenario represents the likelihood of conducting a
market-seeking FDI for eastern province firms before the
launch of the BRI, when treated = 1 and time = 0, Market-
ing Seeking = a- 0.061 * SOE + 0 + 0.150 + 0 + y = a+ 0.150
—0.061 SOE + y. In the second scenario, when treated =1 and
time =1, the equation reads Marketing Seeking = a — 0.061 *
SOE - 0.141 + 0.150 -0.161 + y = a — 0.152 —0.061 SOE + y. The
difference between scenario (1) and scenario (2) is 0.150—
0.152= — 0.002. This negative value indicates that market-
ing-seeking FDI is more likely to happen in scenario (2) than
in scenario (1). In other words, the likelihood for eastern
province firms to enter BRI countries for market-seeking
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projects is higher after the launch of the BRI. Therefore, the
market-seeking motive results support hypothesis H2b.

Table 6 displays the test of the efficiency-seeking FDI
hypothesis H2c. The coefficient of predictor time is posi-
tive and significant in the main effect models, suggesting
that, in general, all firms are more likely to have efficien-
cy-seeking FDI in BRI regions after the BRI’s launch (time=1).
The results also indicate that firms from eastern provinces
(treated=1) are less likely to engage in efficiency-seeking
activities in BRIregions than those from western provinces.

The difference-in-difference term in model 3 is posi-
tive and significant in Table 6. The difference-in-difference
method compares the likelihood of efficiency-seeking FDI
before and after the launch of BRI. When treated = 1 and
time = 0, the likelihood for efficiency-seeking is —0.632 —
0.672 soe. After the launch of the BRI, when treated = 1 and
time = 1, the likelihood of efficiency-seeking is — 0.632 —
0.240 + 0.541 — 0.672 soe. Therefore, the likelihood in sce-
nario two is larger than that in scenario one. This result
indicates that firms from eastern provinces, compared
to firms from western provinces, are more likely to enter
BRI countries for efficiency-seeking FDI projects after the
launch of the BRI. Therefore, the results support hypoth-
esis H2c such that firms from eastern China, where firms
are more likely to be subject to the influences of advanced
country MNEs, are more inclined to seek cost-effective
alternative destinations for manufacturing than firms from
western China.

Table 6: Logit regression results on efficiency-seeking BRI FDI,
2000 to 2015

DE GRUYTER

Table 7 presents the results of the strategic asset-seeking
hypothesis H2d. The predictor time being positive and sig-
nificant in the main effect models indicates that, in general,
firms are more likely to have strategic asset-seeking FDI in
BRI regions after the BRI was launched (time=1). We can
also learn from the coefficient of variable treated in Model
1 and Model 2 that, generally, firms from eastern provinces
(treated=1) are more likely than firms from western prov-
inces to engage in strategic asset-seeking activities in BRI
regions.

The difference-in-difference term treated*time is neg-
ative and significant in the logit regression in Table 7. The
following two scenarios are compared to determine how
the BRI policy has affected firms from eastern provinces.
The first scenario shows that when treated =1 and time = 0,
the likelihood for strategic asset-seeking FDI conducted by
eastern province firms is 0.053 + 0.129 soe. In the second
scenario, when treated = 1 and time = 1, the likelihood of
strategic asset-seeking is 0.053 + 0.921 — 0.438 + 0.129 soe.
Therefore, the likelihood in scenario two is larger than in
scenario one. This result indicates that eastern provinces
are more likely to enter BRI countries for strategic-asset
seeking FDI projects after the BRI was initiated. After the
BRI began, eastern province firms have become even more
eager to seek technology cooperation and local talent in
their FDI projects than western province firms. Therefore,
the results in table 7 provide support for hypothesis H2d.
Firms from eastern China, subject to much higher inward

Table 7: Logit regression results on strategic asset-seeking BRI FDI,
2000 to 2015

DV: Baseline Model 1 Model 2 Model 3 X
. . DV: Baseline Model 1 Model 2 Model 3
L model (main (main (DID) i R R
Efficien- Strategic model (main (main (DID)
R effects) effects) .
cy-seeking BRI asset-seeking effects) effects)
investment BRI investment
SOE -0.665***  -0.668 ***  -0.668 ***  -0.672 *** SOE 0.124 0.129 -0.129 0.129
(0.121) (0.121) (0.121) (0.121) (0.177) (0.176) (0.176) (0.176)
Time 0.143 *** 0.143 *** -0.240 *** Time 0.571 *** 0.571 *** 0.921 ***
(0.044) (0.044) (0.081) (0.082) (0.082) (0.184)
Treated -0.458 ***  -0.632 Treated 0.152 0.053 ***
(0.362) (0.363) (0.766) (0.206)
Time*Treated 0.541 *** Time*Treated -0.438 **
(0.096) (0.206)
Province Con-  Yes Yes Yes Yes Province Yes Yes Yes Yes
trols Controls
Constant -0.169 -0.218 * -0.218 * 0.087 *** Constant —2.686 ***  _D Q14 %%k _DQ14*k*x _3 (088 ***
(0.116) (0.117) (0.117) (0.120) (0.237) (0.241) (0.241) (0.258)
Number of obs 11124 11124 11124 11124 Number of obs 11072 11072 11072 11072
LR x2 985.62 996.35 996.35 1028.35 LR x? 144.45 192.39 192.39 196.94
P-value (LR x*) 0.000 0.000 0.000 0.000 P-value (LR 0.000 0.000 0.000 0.000
Pseudo R? 0.067 0.068 0.068 0.07 Pseudo R? 0.029 0.039 0.039 0.040

Notes: Standard error in parentheses; p < 0.1 *; p <0.05 **; p < 0.01 ***

Notes: Standard error in parentheses; p < 0.1 *; p <0.05 **; p < 0.01 ***
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investments from the advanced countries, are more likely
to seek alternative host countries for knowledge-seeking
activities than firms in western China.

To conduct a robustness check on the FDI motive analy-
sis, the country profile of the two supported hypotheses was
explored after the regression results. For efficiency-seeking
FDI, Russia and other East Asian countries rank top on the
list?. According to the data, most Chinese firms entering
Russia for efficiency-seeking FDI are from the northeastern
part of China: Heilongjiang Province, Jilin Province, and
Liaoning Province. These three provinces belong to BRI
participating provinces. The efficiency-seeking projects in
Russia mainly include processing agricultural and dairy
products, and wood furniture from lumberyards. Never-
theless, efficiency-seeking projects in East Asia are in the
manufacturing sector, such as textiles and garments, rubber
and plastic, white goods, etc. Unlike in Russia, most Chinese
firms in East Asia for efficiency-seeking FDI originate from
non-BRI provinces.

For strategic asset-seeking FDI, Singapore, Russia, and
India dominate the top 10 list®. The data reflects that strate-
gic asset-seeking projects are mainly from eastern provinces,
known as non-BRI provinces. In Singapore, strategic-asset
seeking FDI projects are similar to those in the U.S. and
western Europe, covering a broad spectrum including phar-
maceutical research, medical devices, computer hardware
and software, automobile, machinery development, etc. In
Russia, strategic asset-seeking FDI projects mainly focus on
heavy-duty machinery, including mining equipment, cranes,
logging trucks, etc. In India, half of the strategic-asset seeking
projects are in the computer software domain.

The summary of the results and findings suggests that
the signs and the significance levels of single explanatory
variables time and treated largely converge to expectations.
In terms of time, Chinese FDI in BRI regions was expected
to increase after the policy launch. The results show that
Chinese FDI projects in trade-supportive and strategic
asset-seeking motives have increased in BRI regions after
the policy’s launch, but market-seeking activities and effi-
ciency-seeking do not show the same trend. This finding is
consistent with BRI regions’ relatively low GDP per capita,
indicating the regions’ overall low purchasing power and
less competitive manufacturing capacities. Regarding the

2 Between 2000 and 2015, the top 10 BRI destinations for efficien-
cy-seeking FDI are Russia (821 projects), Vietnam (460), Laos (327),
Indonesia (287), Cambodia (282), Thailand (237), Malaysia (175), India
(157), Mongolia (130), and Myanmar (126).

3 Between 2000 and 2015, the top 10 BRI destinations for strategic
asset-seeking FDI are Singapore (97 projects), Russia (56), India (47),
Thailand (44), Indonesia (38), Vietnam (38), Cambodia (30), Kazakhstan
(28), United Arab Emirate (27), and Israel (24).
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variable treated, which differentiates eastern or western
provinces in China, it is expected that firms from eastern
provinces are more likely to conduct FDI activities that
require higher-level internationalization experiences and
capabilities. The results comply with the expectations that
firms from eastern part of China are indeed more likely to
engage in trade-supportive investments and market-seek-
ing and strategic asset-seeking FDI.

The results for the difference-in-difference term do not
support the location choice hypothesis but largely support
the FDI motives hypotheses. H1 and H2a are not supported,
while H2b, H2c and H2d are. H1 expects that the BRI will
lead Chinese firms from eastern provinces to invest in BRI
regions. Nevertheless, the results do not show a significant
difference before and after the launch of the BRI policy.
This insignificance could be because some FDI activities
(e. g., efficiency-seeking FDI) are more likely to relocate to
BRI regions, while others are not experiencing significant
shifts. This could result in an insignificant change overall.
The study further analyzes different FDI motives to inves-
tigate how different investment activities respond to the
launch of the BRI

The results for different FDI motives show that efficien-
cy-seeking FDI, market-seeking FDI and strategic asset-seek-
ing FDI from eastern provinces respond positively to the
launch of the BRI as expected. However, trade-supportive
investments from the east do not indicate a significant
change after the BRI launch. This implies that BRI regions
provide opportunities for firms from eastern provinces to
geographically diversify their manufacturing and R&D activ-
ities. In addition, Chinese firms have leveraged the BRI policy
to seek alternative foreign locations in their international
market expansion. The more likely Chinese firms originate
from the east and have relied heavily on developed nations’
FDI, the more likely these firms will want to broaden their
location choice set for further expansions. What is worth
mentioning is that R&D activities or strategic asset-seeking
FDI do not have to be cutting-edge or ground-breaking dis-
coveries; they can be knowledge applications such as local-
izing existing products to better fit the host country’s insti-
tutional environment or consumer tastes.

Potential reasons for the unsupported hypothe-
ses related to FDI motives may be as follows. Regarding
trade-supportive investments, the BRI policy does boost
trading activities in BRI regions. Nevertheless, the increase
in trading activities comes from western provinces in China
rather than from the east. Therefore, the resource depend-
ence effect, namely that firms from eastern provinces may
use the BRI to break the over-dependence on Western Euro-
pean and North American firms, may be over-compensated
by trade from western provinces.
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5 Discussion and concluding
remarks

This research investigates whether and how the BRI enables
local Chinese firms to loosen their economic dependence
on advanced economies. In particular, it focuses on Chinese
outward FDI patterns between 2000 and 2015 in terms of
their home province, host location, and FDI motives. Based
on the findings, this research reveals that, although the host
locations of Chinese outward FDI do not incur significant
change after the launch of the BRI, the FDI motives in BRI
countries have become more diverse. In particular, Chinese
MNEs from eastern provinces, subject to more foreign MNE
influences, are more likely to shift their manufacturing,
marketing, and R&D activities to BRI regions than firms
from western China.

Several common misconceptions about Chinese outward
FDI are revisited based on the findings of this research:

First, the BRI is not just about infrastructure build-
ing. BRI countries have been of interest to Chinese MNEs
since the early 1990s, according to the Statistical Bulletin
of China’s Outward Foreign Direct Investment (MCC, 2010).
Before the surge of Chinese outward FDI in advanced econ-
omies such as the U.S. in 2009, East Asian regions currently
included in the BRI were the primary host locations for
Chinese efficiency-seeking and trade-supportive invest-
ments. A more diverse set of FDI motives in BRI regions can
be expected in the years to come, and as a result more inter-
actions at the private, rather than government, level.

Second, the BRI is not just about government support
and the participation of state-owned firms. Market-seek-
ing is a major motive for Chinese outward FDI in BRI
countries and worldwide (Du & Zhang, 2018; Liu et al,,
2017). According to this study, state-owned enterprises are
more active than private firms in infrastructure building,
natural resource-seeking, and strategic asset-seeking, but
not for trade-supportive investments, market-seeking, and
efficiency-seeking FDI projects. State ownership and gov-
ernment support are eye-catching because of the dollar
amount in each documented transaction. Nevertheless,
state-owned firms control only about 10 % of all Chinese
outward FDI projects while the remaining 90 % are private
firms.

Third, the BRI facilitates the development of western
provinces but also is a source of economic prosperity in
eastern provinces. The results indicate that more projects
are still coming from the eastern than from the western
part of China. What is more important is that the BRI has
provided firms from eastern provinces with alternative
investment destinations to seek alternative development
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routes and offset their over-dependence on advanced econ-
omies.

This research is not exempt from limitations. The
current research could greatly benefit from qualitative
evidence. For example, in-depth case studies or narrative
analyses could further illustrate the mechanisms and moti-
vations of Chinese firms choosing certain FDI activities in
BRI regions. Furthermore, although the sample employed
in this research has an adequate number of observations,
the number of predictors is limited. This research also has a
limited time span — after the launch of the BRI — due to data
availability. Future studies could combine different data
sources and longer periods to enrich the models’ explana-
tory power and yield interesting findings from new varia-
bles and longitudinal data.
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