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Abstract

In the context of the in-depth development of economic globalization, it has
become a new trend in the development of China's manufacturing industry through
the strategy of "bringing in" and "going out" and actively integrating into the global
industrial chain. Relying on abundant labor resources and solid infrastructure
construction, China is gradually occupying a place in the global value chain of
manufacturing led by developed countries. However, we must also be soberly aware
that China's manufacturing industry still faces many challenges in its development,
especially in the lack of core technologies in key areas, often subject to others, and
falling into the dilemma of "low-end lock-in". The development level of the
manufacturing industry, as a crucial indicator for measuring comprehensive national
strength, is directly correlated with a country's international competitiveness.
Therefore, the State Council issued the "Made in China 2025" in 2015, aiming to
basically achieve industrialization by 2025 and build China into a manufacturing
power. In this context, it is of great significance to study the impact of two-way direct
investment (FDI) on the technical complexity of China's manufacturing export
technology to promote the new development pattern of domestic and international
dual circulation and cultivate new advantages in international competition. The
present paper aims to comprehensively examine the specific impacts of outward
foreign direct investment (OFDI) and inward foreign direct investment (IFDI), as well
as their interactive effects, on the technical complexity of China's manufacturing
exports. This analysis will be conducted from three dimensions: influence
mechanisms, current situation analysis, and empirical research. The findings have
both theoretical significance and practical implications for enhancing the quality of
China's manufacturing trade development.

This paper firstly sorts out the influence mechanism of two-way FDI on the
technical complexity of China's manufacturing exports from the three levels of IFDI,
OFDI and the interaction between the two. Secondly, from the two levels of trade
scale and structure and the technical complexity of China's manufacturing exports in
various provinces is measured by drawing on the EXPY model proposed by
Hausmann, and the results show that the technical complexity of China's provinces is
getting higher and higher. It is mainly due to the fact that after the financial crisis in
2008, China actively adjusted its policies to prevent the hollowing out of China's

industry, actively encouraged enterprises to innovate and enhance their competitive



advantages. After conducting a comprehensive theoretical and current analysis of the
technical intricacies involved in manufacturing exports, we have carefully selected
data pertaining to various sub-industries within the 31 provinces (autonomous regions
and municipalities directly under the Central Government) from 2012 to 2021.
Following Hausmann inspection, we have determined that adopting a fixed effect
model is the most suitable empirical approach for our study. Consequently, we aim
to delve deep into exploring the impact of two-way foreign direct investment (FDI) on
China's manufacturing export's technical complexity. The results show that the
coefficients of IFDI, OFDI and their interaction terms are positive when they regress
together, indicating that China applies two-way international investment, and there is
such an interactive effect in China. From the perspective of heterogeneity analysis,
there are obvious regional differences in the technical complexity of China's
manufacturing exports between different regions. Finally, in order to consolidate the
existing trade achievements of China's manufacturing industry and improve the
further development of the manufacturing industry, combined with the conclusions
drawn from the empirical evidence, it is proposed to continue to deepen the
development strategy of "bringing in" and "going out", stimulate the advantages of
two-way FDI in factor resource endowment and economies of scale, and formulate
countermeasures and suggestions such as manufacturing development strategies in

various provinces in China according to local conditions.

Key words: Two-way FDI; Manufacturing industry; Export technical

complexity; Fixed effect model;
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