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1  Data summary 
Table 1 shows the descriptive statistics for the sample used. Table 2 shows the list of countries included in the analysis. 

Table 1  Descriptive Statistics for Sample Used in Table 1 (from 1971 to 2006)
	
	Mean
	Median
	S.D.
	Minimum
	Maximum

	FDI (logged)
	4.56
	4.82
	2.55
	0
	10.66

	Total BITs
	10.27
	3
	15.81
	0
	105

	Powerful BITs
	1.62
	1
	1.60
	0
	6

	Other BITs
	8.71
	2
	14.65
	0
	99

	OECD FDI
	1.87
	0
	2.75
	0
	10.41

	GDP (logged)
	22.78
	22.64
	1.76
	18.82
	27.33

	GDP per capita (logged)
	6.91
	6.87
	1.25
	4.41
	10.47

	Economic growth
	3.73
	4.09
	6.31
	-50.25
	106.28

	Trade openness
	74.72
	63.97
	47.76
	6.32
	413.45

	Democracy (Polity score)
	0.06
	-1
	7.03
	-10
	10

	Exchange rate volatility
	1.78
	0.03
	51.47
	-1.00
	2626.77

	PTAs
	26.10
	15
	27.00
	0
	114

	Foreign aid (logged)
	18.00
	18.58
	4.15
	-20.68
	22.53

	Population size (logged)
	15.89
	15.83
	1.47
	12.70
	20.83





Table 2  List of Countries Included in the Empirical Analysis
	Albania
	Algeria
	Angola
	Argentina

	Armenia
	Azerbaijan
	Bahrain
	Bangladesh

	Belarus
	Benin
	Bhutan
	Bolivia

	Botswana
	Brazil
	Bulgaria
	Burkina Faso

	Burundi
	Cambodia
	Cameroon
	Central African Rep.

	Chad
	Chile
	Colombia
	Comoros

	Congo
	Congo, Dem. Rep.
	Costa Rica
	Cote d`Ivoire

	Croatia
	Cyprus
	Czech Republic
	Djibouti

	Dominican Republic
	Ecuador
	Egypt
	El Salvador

	Equatorial Guinea
	Eritrea
	Estonia
	Ethiopia

	Fiji
	Gabon
	Gambia
	Georgia

	Ghana
	Guatemala
	Guinea
	Guinea-Bissau

	Guyana
	Haiti
	Honduras
	Hungary

	India
	Indonesia
	Iran
	Israel

	Jamaica
	Jordan
	Kazakhstan
	Kenya

	Kuwait
	Kyrgyzstan
	Laos
	Latvia

	Lebanon
	Lesotho
	Liberia
	Libya

	Lithuania
	Macedonia
	Madagascar
	Malawi

	Malaysia
	Mali
	Mauritania
	Mauritius

	Mexico
	Moldova
	Mongolia
	Morocco

	Mozambique
	Namibia
	Nepal
	Nicaragua

	Niger
	Nigeria
	Oman
	Pakistan

	Panama
	Papua New Guinea
	Paraguay
	Peru

	Philippines
	Poland
	Qatar
	Romania

	Russia
	Rwanda
	Saudi Arabia
	Senegal

	Sierra Leon
	Singapore
	Slovakia
	Solomon Islands

	South Africa
	Sri Lanka
	Sudan
	Swaziland

	Syria
	Tajikistan
	Tanzania
	Thailand

	Togo
	Trinidad & Tobago
	Tunisia
	Turkmenistan

	UAE
	Uganda
	Ukraine
	Uruguay

	Uzbekistan
	Venezuela
	Vietnam
	Zambia

	Zimbabwe
	
	
	








2  Robustness analyses 
[bookmark: _GoBack]One issue with using BITs as the main independent variable is that BITs are not signed randomly. It is likely that countries sign BITs with those that they want to invest in, and therefore a positive effect of BITs on FDI will be found. This is especially the case for powerful BITs since powerful countries sign BITs to protect their investors who might already be present in the signatory country. To show the causal effect of powerful BITs on FDI, we use matching to match treated and untreated countries based on their characteristics of the control variables. Because the treatment variable should be dichotomous, we recode powerful BITs into 1 if this country has at least one BIT signed with powerful countries and 0 otherwise. We use propensity score matching, estimating the propensity score by regressing the treatment on all the control variables, and use the treatment, lagged FDI, and the variable other BITs to estimate the average treatment effect. The matching process is executed in R using the package “Matching.” The results show that the average treatment effect is 0.60019 with p-value 0.015, meaning that other things being equal signing BITs with powerful countries makes a significant difference. The results using matching also support our hypothesis that signing powerful BITs is conducive to a country’s inward FDI.
        In addition to matching, we divide FDI according to the source: OECD FDI and non-OECD FDI (both logged). OECD FDI is the sum of FDI from 21 OECD countries that provide official development aid. The data are from the OECD website, the same as those we use in the dyadic analysis. Non-OECD bilateral FDI is unavailable, and we simply use OECD FDI subtracted from total FDI. Since OECD FDI and total FDI are from different data sources, admittedly it might not be totally appropriate to compute non-OECD FDI by taking the difference of these two. We therefore note that this analysis is only supplementary and is used to test the robustness of our main results. We use the same set of independent and control variables to explain FDI from two sources. We also 
Table 3  The Effects of BITs on FDI Inflows from Two Sources (from 1986 to 2006)
	
	Model 1
	Model 2
	Model 3
	Model 4
	Model 5
	Model 6
	Model 7
	Model 8

	Dependent variable
	FDI from OECD ODA donor countries
()
()
	FDI from other countries

	FDI[image: ]
	0.416
	0.412
	0.412
	0.417
	0.260
	0.253
	0.253
	0.260

	
	(0.018)***
	(0.018)***
	(0.018)***
	(0.018)***
	(0.021)***
	(0.021)***
	(0.021)***
	(0.021)***

	BITs
	0.002
	
	
	
	-0.005
	
	
	

	
	(0.003)
	
	
	
	(0.006)
	
	
	

	Powerful BITs
	
	0.123
	0.123
	
	
	0.206
	0.202
	

	
	
	(0.036)***
	(0.036)***
	
	
	(0.074)***
	(0.074)***
	

	Other BITs
	
	0.000
	
	0.001
	
	-0.007
	
	-0.006

	
	
	(0.003)
	
	(0.003)
	
	(0.006)
	
	(0.006)

	Other FDI[image: ]/OECD FDI[image: ]
	0.020
	0.016
	0.016
	0.020
	0.023
	0.016
	0.013
	0.024

	
	(0.010)*
	(0.010)
	(0.010)
	(0.010)*
	(0.038)
	(0.038)
	(0.038)
	(0.038)

	Market size
	4.818
	3.167
	3.174
	4.871
	1.910
	-0.979
	-1.175
	1.894

	
	(3.270)
	(3.299)
	(3.297)
	(3.268)
	(6.774)
	(6.839)
	(6.837)
	(6.770)

	Development
	-4.359
	-2.715
	-2.721
	-4.406
	-1.608
	1.270
	1.419
	-1.583

	
	(3.274)
	(3.302)
	(3.301)
	(3.273)
	(6.783)
	(6.847)
	(6.846)
	(6.779)

	Growth
	0.014
	0.013
	0.013
	0.014
	0.026
	0.024
	0.025
	0.026

	
	(0.005)***
	(0.005)**
	(0.005)**
	(0.005)***
	(0.011)**
	(0.011)**
	(0.011)**
	(0.011)**

	Trade openness
	0.001
	0.001
	0.001
	0.001
	0.008
	0.007
	0.007
	0.008

	
	(0.002)
	(0.002)
	(0.002)
	(0.002)
	(0.004)**
	(0.004)*
	(0.004)*
	(0.004)**

	Democracy
	-0.004
	-0.004
	-0.004
	-0.004
	0.014
	0.013
	0.015
	0.013

	
	(0.009)
	(0.009)
	(0.009)
	(0.009)
	(0.018)
	(0.018)
	(0.018)
	(0.018)

	Property rights protection
	-0.023
	-0.025
	-0.025
	-0.023
	0.067
	0.063
	0.063
	0.067

	
	(0.012)*
	(0.012)**
	(0.012)**
	(0.012)*
	(0.026)***
	(0.026)**
	(0.026)**
	(0.026)***

	Exchange rate volatility
	-0.014
	-0.008
	-0.008
	-0.014
	-0.001
	-0.001
	-0.001
	-0.001

	
	(0.043)
	(0.043)
	(0.043)
	(0.043)
	(0.001)
	(0.001)
	(0.001)
	(0.001)

	PTAs 
	0.005
	0.006
	0.006
	0.005
	-0.001
	-0.000
	0.000
	-0.001

	
	(0.002)**
	(0.002)**
	(0.002)**
	(0.002)**
	(0.005)
	(0.005)
	(0.005)
	(0.005)

	Population size
	-5.191
	-3.695
	-3.718
	-5.285
	-0.836
	1.780
	2.333
	-0.896

	
	(3.322)
	(3.343)
	(3.334)
	(3.319)
	(6.882)
	(6.931)
	(6.914)
	(6.874)

	
	
	
	
	
	
	
	
	

	Number of observations
	2,329
	2,329
	2,329
	2,329
	2,324
	2,324
	2,324
	2,324

	Number of countries
	120
	120
	120
	120
	120
	120
	120
	120

	
	
	
	
	
	
	
	
	

	Adjusted R-squared
	0.9036
	0.9041
	0.9041
	0.9036
	0.4076
	0.4096
	0.4095
	0.4077


Notes. Standard errors are in parentheses. *p<.1; **p<.05; ***p<.01
control lagged OCED FDI and lagged non-OECD FDI in each other’s models since these two could be correlated. 
        Table 3 above presents the results. From Model 1 to Model 4, the dependent variable is OECD FDI; from Model 5 to Model 8, the dependent variable is other FDI. In Model 1, we can see that overall BITs have a positive effect on FDI from OECD countries, but this effect is statistically insignificant. In Model 2, BITs are partitioned into those signed with powerful countries and those signed with others. As the results show, BITs signed with powerful countries have a positive and statistically significant effect on OECD FDI, but BITs signed with other countries do not. Model 3 and Model 4, in which powerful BITs and other BITs enter solely, provide similar findings. 
        In Model 5, we pool all BITs to predict FDI from non-ODA donor countries. As can be seen, the cumulative number of total BITs has a negative and statistically insignificant effect on FDI from these non-powerful countries. This is probably because FDI from non-OECD countries is in a relatively small amount. When we partition BITs into those signed with powerful countries and those signed with other countries, however, BITs signed with powerful countries have a positive and statistically significant effect on FDI from other countries, as shown by Models 6 and 7. BITs signed with other countries, contrarily, have little or even a negative effect on FDI from other countries. It means that foreign investors from both powerful and not powerful countries rely on information revealed by BITs signed with powerful countries. It also suggests that even foreign investors from non-OECD countries would trust countries that have signed BITs with powerful countries more than countries that have signed BITs with their home countries. These results support our theory that not all BITs function identically. In fact, BITs signed with powerful countries are more effective in brining in FDI than BITs signed with other countries.
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