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Study on Regulatory Evaluations and Business Decision

Models of ODI in the “Belt and Road” Countries
LIU Zhi-peng'* ,WU Bin’
(1. Institutes of Science and Development, Chinese Academy of Sciences, Beijing,100190, China;
2. University of Chinese Academy of Sciences,Beijing, 100049 , China;

3. School of Business, Shandong Jianzhu University,Jinan,Shandong,250101 , China)
Abstract; With the implementation of the “Belt and Road” strategy, ODI projects of Chinese enterprises will have a brand
new “spreading”. Good regulation system of investment will be an important guide and guarantee for the outward investment
of Chinese enterprises. Taking into account the important role of investment regulations, this paper reviewed the status quo of
ODI regulations of the “Belt and Road” from two aspects as the first-level indicators: investment management and
investment promotion. As the second-level indicators, various types of management and promotion measures such as
investment approval, foreign exchange management and financial support, social and environmental regulation, asset
management, tax incentives, information intelligence services, investment insurance, bilateral investment agreements,
multilateral investment treaties were put forward. Then the second-level indicators were refined to select the third-level
indicators. Based on these this paper put forward the regulatory evaluation index system. The “ Belt and Road” ODI
regulation system was considered as a gray system,and the entropy weight method was chosen to calculate the weight of each
indicator. Then this paper put forward the Entropy Weight Grey Relation Projection Model (EWGRP Model) to measure the
performance of the ODI regulations. Perspective changing from the macro into the micro,with the “Two Stage Theory” ,this
paper explained the background of Chinese firms’ decisions of investing in the “Belt and Road” countries, discussed three
basic factors of “two markets,two stages and two states”. Best possible decision models of how to select the right path,time
and scale for investment were established according to the path,the timing and the scale of investment.

The conclusions of this paper are:a) China has established a general ODI regulation, but the ODI regulatory framework
for the “Belt and Road” still needed improvement; b) the Chinese firms investing in the “Belt and Road” countries need to
consider not only the advantages and their good use, but also the “two markets, two stages and two states” , decisions of
Chinese firms on what investment scales to which countries must be made after comparing all points meeting the necessary
conditions, then choose the optimal solution with maximum expected profit; c¢) after the project surviving in the host

‘

country, “ concentric diversification” or “chain project group” can be considered to realize the expansion of business scope,
and hysteresis can be applied to determine the time for investment; d) Chinese firms in the non-weak state with the drives
of policy preferences and profit seeking have to comprehensively consider the investment yield rates and the market and
regulations in host countries,observe the changes of the rates and its elasticity of investment scale, and decide the optimal
investment scale.

This paper put forward three suggestions:a) the investment regulatory framework for the “Belt and Road” can be
based on the general framework of rules and regulations, combined with the characteristics of countries along it,and with the
reference of the proposed evaluation indicator system, the government can improve the current system of rules and
regulations ,and make the policy environment more safe and convenient for firms “going out”; b) governments should
enhance investment promotion measures and simplify investment management procedures; c) governments at all levels
should make policies encouraging investment or cooperation according to the general business resources in domestic or
regional industries; b) if small and medium-sized firms in the weak state have a particularly strong demand driving force of
encouraging policies and experience seeking,they can build the corresponding “weak firms” decision model to determine
the optimal investment scale.

Key Words:the “Belt and Road” ; regulatory evaluation; EWGRP model; Two Stage Theory; ODI path and scale
JEL Classification ;K23 ,K33 F21
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