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National Financial Development of the “Belt and Road”
Countries and Efficiency of China’s Foreign Direct

Investment

Zhang Youtang Yang Liu
(School of Management, Wuhan University of Technology)

Research Objectives: Measuring the efficiency of China’s foreign direct investment in
countries among the “Belt and Road” countries Chereinafter referred to as B&.R countries) ,
analyzing influence of financial development differences among the B&.R countries on impro-
ving cfficiency of China’s forcign dircct investment. Research Methods: Utilizing time-var-
ying stochastic frontier model to measure and analyze efficiency of China’s foreign direct in-
vestment in B&R countries. Research Findings: There is an obvious positive correlation be-
tween the efliciency ol China’s [oreign direct investment and [inancial depth, [inancial el[i-
ciency, financial stability, banking system scale, financial credibility culture in B&R coun-
tries. The efficiency of China’s foreign direct investment toward B&.R countries is on con-
stant progress, but there is still huge potential of opportunities in these countries, and there
is a gap of efficiency between “belt” countries and “road” countries. The establishment of
Chinese overseas financial institutions promotes efficient China’s foreign direct investment in
B&R countries. Research Innovations: This is the first thesis that utilizes time-varying sto-
chastic frontier model to measure and analyze efficiency of China’s foreign direct investment
in B&R countrices as well as financial development factors that affect the improvement of effi-
ciency. Research Value: Providing empirical experience for improving investment quality in
B&R countries, and for enlarging investment potential. Helping promote financial develop-
ment in B&.R countries so as to promote B&.R [inancial stability and cooperation.

Key Words: The Belt and Road Initiative; Financial Development; Efficiency of Foreign
Direct Investment; Time-variant Stochastic Frontier Model
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