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Rectifying “Involutionary” Competition: Theoretical Insights, Empirical

Evidence and Policy Recommendations
ZHANG Peng and HU Die

Abstract: Utilizing micro—level data from publicly listed companies, this paper delves into the theoretical underpinnings,
formation mechanisms, and empirical manifestations of “involutionary” competition within industries. The study reveals that
“involutionary” competition arises when certain enterprises, influenced by factors such as market conditions and industrial poli—
cies, blindly expand capital investments, leading to diminishing marginal returns on capital. This ultimately results in inefficient
redundant constructions and a vicious cycle of “price wars.” From 2019 to 2023, industries such as computing and seven others
exhibited higher degrees of “involutionary” competition. To alleviate the pressures of such competition, some industries have
sought breakthroughs by expanding into overseas markets. However, fundamentally overcoming the predicament of “involu—
tionary” competition necessitates technological innovation to spearhead industrial upgrading. Based on these findings, recom—
mendations include refining the top—level design of industrial layouts, accelerating the establishment of a high—standard unified
national market, strengthening the development of third—party industry organizations, and enhancing corporate self—manage—
ment to uphold integrity and innovation, thereby focusing on elevating development quality.

Keywords: “involutionary” competition; the national unified market; technological innovation
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