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Overseas Economic and Trade Cooperation Zones and Outward Foreign Direct

Investment under the “Belt and Road” Initiative

Zhang Xiangwei lLong Xiaoning
(School of International Business and Economics, Henan University of Economic and Law,
Zhengzhou 450046, P.R.China;
Intellectual Property Research Institute & The Belt and Road Research Institute,
Xiamen University, Xiamen 361005, P.R.China)

Abstract: As an important connection point in the “Belt and Road” initiative, overseas economic and
trade cooperation zone (OETCZ) meets the demands of the host country’s economic development
and at the same time help promote Chinese firms’ outward foreign direct investment (OFDI), which
plays a vital role in upgrading Chinese economic structure. This paper proposes a theoretical frame-
work for analyzing the role of OETCZ in the “Belt and Road” initiative as well as the relationship a-
mong the five cooperation priorities of the initiative, and then empirically analyzes the impact of
OETCZ on Chinese OFDI using the data of OFDI in China from. The results show that the estab-
lishment of an OETCZ significantly increase direct investment of Chinese firms to the host country,
and that the positive impact varies widely and more benefit has accrued for market-seeking and re-
source utilization OFDI projects. In addition, we find that the impact of OETCZ on Chinese OFDI is
affected by other environment factors in a complex way. On the one hand, the OETCZ has a comple-
mentary relationship with the quality of local institutions; on the other hand, there is an alternative
relationship between the role of the OETCZ and facility connectivity, unimpeded trade and financial
integration in the host country. These findings have important implications for how to achieve the
five cooperation priorities (wutong) in the “Belt and Road” initiative through OETCZ. The OETCZ
can help overcome shortcomings in infrastructure, trade and financial facilities in countries along the
“Belt and Road” countries and achieve the objectives of facility connectivity, unimpeded trade and fi-
nancial integration, three of the five cooperation priorities. However, as the institutional quality of
host countries is fundamental for the successful development of OETCZ, the enhancement of people-
to-people bond and policy coordination between China and the “Belt and Road” countries is a more
basic task.

Keywords: Overseas economic and trade cooperative zones (OETCZ) ; The Belt and Road initiative;

Outward foreign direct investment (OFDI); Five cooperation priorities (wutong)
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