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Abstract: Since the reform and opening up, China has consistently adhered to an international strategy of “opening up to the outside world,”
especially after 2014, when China’s foreign direct investment (FDI) and outward foreign direct investment (OFDI) have been running neck
and neck. In this context, many enterprises have chosen to engage in bilateral investments with developed countries to gain more learning
opportunities from advanced economies, thereby achieving breakthroughs in their core technologies and promoting the construction of an
innovative country. Building on this, this article conducts an in-depth analysis of the mechanisms through which bilateral direct investment
promotes technological innovation, which are mainly manifested in the cross-border flow of knowledge and technology, the integration and
optimization of innovative resources, and the improvement of market and competitive environments. Corresponding development recommen-
dations are then proposed.
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1. Introduction

Since the country proposed the “Open Door” policy in the 1970s, the breadth and depth of opening up to the outside world have been
continuously expanding. In the early stages of reform and opening up, to catch up with developed countries, the country mainly implemented
an open strategy dominated by “bringing in,” strongly supporting the introduction of foreign capital, and improving its own innovation level
through the technology spillover from developed countries. However, as China’s comprehensive strength grew, relying solely on “bringing
in” could not meet the needs of domestic economic development. Therefore, at the 16th National Congress of the Communist Party of China
in 2002, it was clearly pointed out that “bringing in” and “going out” should complement each other in China. Commercial data shows that
in 2015, China’s outward foreign direct investment (OFDI) volume ranked second globally and exceeded the inflow of foreign capital during
the same period, marking China’s gradual shift from a focus on “bringing in” to a balance between “bringing in” and “going out.” With the
implementation of China’s “Belt and Road Initiative” and the “Dual Circulation” strategy, China’s bilateral FDI is expected to continue its
high-speed growth in the future.

In terms of the enterprise itself, after implementing strategies to attract foreign investment and engage in outward investment, not only
does it directly impact the technological innovation level of the home country, but it also directly promotes the enhancement of domestic
technological innovation levels by seeking advanced technologies and resources worldwide. Additionally, it can improve the allocation of
domestic factor markets, which is closely related to the improvement of technological levels. Through Bilateral Direct Investment (BDI),
enterprises can go global, participate in international division of labor. On one hand, they can seek the resources they need worldwide, allo-
cate resources according to international rules, which to some extent changes the domestic factor market allocation. On the other hand, after
choosing to “go out,” enterprises face a more complex international environment. To secure a place in the global competition, China must
improve the efficiency of resource allocation, thereby achieve an upgrade in innovation levels.

Therefore, Bilateral Direct Investment, as an important form of international investment, plays a significant role in promoting corporate
technological innovation. This article aims to explore the impact of BDI on corporate technological innovation and specifically analyze its

influencing mechanisms, and on this basis, propose corresponding policy recommendations.

2. Definition and Characteristics of Bilateral Direct Investment

It refers to the direct cross-border investment activities between enterprises of two countries. In BDI, resources such as capital, tech-
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nology, and management flow across borders between the two countries. Compared to traditional unidirectional investment models, BDI is
characterized by strong cooperation, risk sharing, and resource complementarity. BDI can increase cooperation and communication between
enterprises, promote the cross-border flow of knowledge and technology, drive the integration and optimization of resources, improve market

and competitive environments, and thus promote the technological innovation development of enterprises.

3. The Promotional Role of Bilateral Direct Investment in Corporate Technological Innovation

3.1 Cross-border Flow of Knowledge and Technology

The cross-border flow of knowledge and technology is one of the important aspects of how bilateral direct investment promotes corpo-
rate technological innovation. Through BDI, companies can share knowledge and technology in cross-border cooperation, thereby fostering
the development of their technological innovations. Specifically, the cross-border flow of knowledge and technology can be achieved through
the following channels:

Firstly, Knowledge Transfer. BDI enables companies to convey knowledge from one country to another. The investing party can trans-
fer its experiences and knowledge in technology, management, and other areas to the invested party, thereby enhancing the latter’s techno-
logical level and innovation capabilities. This transfer of knowledge can be achieved through training, technological cooperation, personnel
exchange, and other means.

Secondly, Technology Importation. BDI allows companies to import advanced technologies and patents from other countries. The
investing party typically introduces its existing technology to the invested party or, through cooperation with the invested party, imports ad-
vanced technology owned by the latter. This technology importation helps companies quickly master and apply new technologies, enhancing
their technological innovation capabilities.

Thirdly, Collaborative Innovation. BDI fosters cooperation and exchange between companies, encouraging collaborative technological
innovation. The investing party and the invested party can collaborate on R&D and innovation projects, jointly conduct technological re-

search, share R&D outcomes, and improve the efficiency and quality of technological innovation through joint innovation.

3.2 Integration and Optimization of Innovative Resources

Bilateral direct investment provides companies with the opportunity to access innovative resources from multiple countries. Enterpris-
es can leverage the resources such as capital, technology, and talent from the investing party, integrating innovative elements from different
countries and regions to achieve optimal resource integration. This cross-border resource integration offers a broader platform and more
choices for corporate innovation, mainly through the following avenues:

Firstly, Technology Transfer and Knowledge Sharing. Technology transfer and knowledge sharing are important mechanisms for
driving innovation and economic development. In the process of international investment, they involve the process of achieving a two-way
interaction between the host country and the home country in terms of technology, knowledge, experience, and best practices, whether within
an organization, across organizations, or across borders. Through investment activities, companies from the investing country can introduce
their advanced technology and management experience to the host country, and at the same time, they can learn local knowledge and market
experience from the host country.

Secondly, Market Expansion. Direct investment can help companies enter new markets, especially those with high market barriers. By
establishing subsidiaries or joint ventures, companies can more easily access local markets, thereby expanding their sales network, increasing
revenue and profits, and providing more financial support for R&D and innovation.

Thirdly, Factor Flow and Cultivation. Bilateral direct investment promotes the cross-border flow of talent, enabling companies to
attract and utilize outstanding talents from around the world, while also providing local talents with international work opportunities and
internship experiences. Direct investment can facilitate the effective flow of capital, providing necessary financial support for innovative pro-

jects, and also providing financial assurance for corporate expansion and R&D.

Volume 9 Issue 2 -15-



3.3 Bilateral Investment Enhances Market and Competitive Environment

Bilateral direct investment can improve the market and competitive environment in which enterprises operate. By introducing external
competition and market mechanisms through investment activities, it increases sales channels and sources of revenue, stimulating the innova-
tive potential of companies. Foreign investment can also push other companies to enhance their competitiveness, prompting them to engage
in technological innovation to cope with market competition pressures. Investment activities are often accompanied by the dissemination
of technical and managerial knowledge, with the investing party typically bringing advanced technology and management expertise, which
helps to improve the technological level and management efficiency of the recipient, strengthening its competitiveness in the international
market. This aids in upgrading local enterprises’ technical levels and operational efficiency. However, the competitive pressure brought by
foreign investment can motivate local enterprises to improve production efficiency and product quality, driving industrial upgrading and
achieving a global optimization of resource allocation, ensuring that resources flow to where they can be most effectively utilized, thereby
enhancing overall economic efficiency. Additionally, to attract and protect foreign investment, governments may improve their investment
environment, including the formulation of more transparent and fair laws, regulations, and policies.

However, bilateral investment may also bring some challenges, such as potential threats to local enterprises, cultural conflicts, and en-
vironmental issues. Therefore, to realize the positive impact of bilateral investment on the market and competitive environment, comprehen-

sive consideration and balance are needed in policy formulation, regulatory enforcement, and corporate strategic planning.

3. Conclusion and Recommendations

3.1 Conclusions

Bilateral direct investment plays a significant role in corporate technological innovation by promoting the cross-border flow of knowledge and
technology, integrating and optimizing innovative resources, and improving the market and competitive environment. In the process of promoting
bilateral direct investment, it is necessary to pay attention to the establishment and adjustment of mechanisms and the degree of influence of various

factors to better leverage the promotional role of bilateral direct investment and drive the development of corporate technological innovation.

3.2 Recommendations

Firstly, continue to encourage enterprises to engage in independent innovation. On one hand, the government should continuously
support enterprises to make direct investments in developed countries, learning from their advanced technology and management experience
during exchanges and cooperation. On the other hand, enterprises should make full use of the resources and environment around them, seiz-
ing the timing of bilateral direct investment based on their current development status to enhance the effectiveness of outward direct invest-
ment and the enthusiasm for technological innovation.

Secondly, maintain a high level of openness to the outside world, promoting the coordinated development of “high-quality bringing in”
and “boldly going out.”The level of technological innovation constrains economic development. In the process of opening up, it is essential
to continuously stimulate the coordinated development of the technology spillover effect of bilateral direct investment. Strengthen the screen-
ing of foreign investment, actively introduce IFDI with greater strategic value. Plan the investment direction of OFDI rationally and imple-

ment differentiated regional investment strategies.
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