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The “Belt and Road” Initiative and China’s OFDI:
An Analysis of the “ Five Connectivity” Mechanism

Dai Xiangl’ ?, Wang Ruxue’

(1. Business School, Wuxi Taihu University, Wuxi 214064, China,
2. Economics School, Nanjing Audit University, Nanjing 211815, China)

Summary: In the previous open development, China mainly participated in the global value chain in an
unbalanced way of “bringing in” and made great achievements in development. However, facing the pro-
found changes in the current international and domestic environment, it is particularly important to “go out”
and carry out OFDI to build the global value chain actively. Existing literature has pointed out that it may be a
feasible way to break through the labor division of global value chains led by developed countries by relying
on the “Belt and Road” Initiative. Now, the more critical question is why the “Belt and Road” Initiative can
promote China’s OFDI. This paper takes theoretical analysis as the forerunner. Then, on the basis of scientific-
ally constructing and measuring the “five connectivity” indicator, this paper uses the sample data of 95 coun-
tries along the “Belt and Road” from 2011 to 2017 and the mediation effect model to test the mechanism. The
empirical test results show that: First, the “Belt and Road” Initiative can indeed promote China’s OFDI in
countries along the “Belt and Road” through the “five connectivity” mechanism. Second, from the perspect-
ive of the sub-indicators of “five connectivity” indicator, policy connectivity and people-to-people connectiv-
ity can play a timely role, but the promotion of facility connectivity, trade connectivity and financial con-
nectivity has obvious lag. Third, from the heterogeneity test results based on classified samples, the mechan-
ism of “five connectivity” is stronger in the countries along the land Silk Road than in the countries along the
maritime Silk Road; the promotion effect on high-income countries and middle-high-income countries along
the “Belt and Road” is more significant than that on low-income countries and middle-low-income countries
along the “Belt and Road” ; the promotion effect on Asian countries is better than that on other continents; the
promotion effect on member countries of the Asian Investment Bank is better than that on non-Asian-Invest-
ment-Bank members. The findings of this paper not only revealve and affirmve the key role and significance
of interconnectivity under the “Belt and Road” Initiative, but also have important policy implications on how
to make better use of the investment promotion effect of the “Belt and Road” Initiative through the “five con-
nectivity”, to help China build a balanced development pattern that places equal emphasis on “bringing in”
and “going out” in the new stage, and ultimately promote the building and optimization of global value
chains.

Key words: The “Belt and Road” initiative ; interconnection; OFDI (FHEmE = 47)
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