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Institutional Quality Bilateral Investment Treaties and China’ s Outward
Foreign Direct Investment. An Empirical Analysis Based on
Panel Threshold Regression

Zhongyuan Zhang

Abstract: Using China’ s outward foreign direct investment stocks data cross 155 economies from 2007 to
2011 the paper examines the effects of host countries’ institutional quality and bilateral investment treaties on
China’ s OFDI stocks based on panel threshold regression. The empirical results suggest these two factors have
distinct effects on China’s OFDI among different regimes. The improvements of host countries’ institutional
quality increase China’ s OFDI stocks entering into low and high income level entities and small OFDI stocks
scale entities. The bilateral investment treaties have great positive effects on China’ s OFDI stocks entering into
large OFDI stocks scale entities. However the improvements of host countries’ institutional quality and
bilateral investment treaties baffle China’ s OFDI stocks entering into middle income level entities and BIT also
frustrates China’ s OFDI stocks entering into small and middle OFDI stocks scale entities.

Keywords: Institutional quality; Bilateral investment treaties; Outward foreign direct investment; Panel
Threshold Regression.
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