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The Influence of Host Country Corruption on
Chinese Outward Foreign Direct Investment under Institutional Constraints:
An Empirical Analysis of Cross-country Panel Data Based on Threshold Models

Deng Fuhua Hu Bing
Chongqing Normal University Chongqing 400047

Abstract: Base on panel threshold models proposed by Hansen in 1999 the paper uses China’s OFDI to 62 developing host
countries in the period 2003-2011 as a sample to do an empirical analysis on the influence of host country corruption on Chi—
nese OFDI under institutional constraints and measure the threshold effects of several institutional factors including the rule of
law regulatory quality government effectiveness voice and accountability. The results show that when the rule of law is high in
the host country corruption will inhibit Chinese OFDI but when the rule of law is low in the host country corruption will attract
Chinese OFDI and so is the same as regulatory quality. For the government effectiveness voice and accountability when the
level is high in the host country corruption will inhibit Chinese OFDI but when the level is low in the host country corruption
will not attract Chinese OFDI or the effect of corruption on Chinese OFDI is not obvious.

Key Words: corruption; institutional quality; outward foreign direct investment; threshold effect
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