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“Involutionary” Competition from a Regional Perspective and its Institutional Roots
Zhang Ao Ji Baofeng

Abstract: “Involutionary” competition hinders the high—quality development of China’ s economy and the advancement of
Chinese-style modernization. By tracing the conceptual connotation of “involution”, this analysis examines “involutionary”
competition and its economic impacts within the framework of existing regional economic development models. Due to a lack of
cross—regional coordination in the implementation of local industrial policies, overinvestment and excess capacity emerge as
rational decisions made by local governments pursuing regional interests amid limited market demand. This creates the necessary
conditions for the emergence of “involutionary” competition.Under a government performance evaluation system that prioritizes the
supply side, local governments utilize industrial policies to reduce the production and operational costs of enterprises within their
jurisdictions, supporting excessive investment and capacity expansion, thereby forming a supply—side priority strategy
characterized by an emphasis on production over consumption. Developmental local governments intervene deeply in the
investment and production activities of enterprises within their jurisdictions; consequently, incremental economic growth has
shifted toward cutthroat competition over existing market share among regions, further intensifying “involutionary” competition.In
response, a comprehensive rectification of “involutionary” competition must begin by improving the national economic operating
environment where supply is strong but demand is weak. It requires accelerating economic system reforms to realign incentives for
local governments, establishing a robust fair competition review system, and building efficient regional coordination and
division—of-labor mechanisms. Furthermore, it is essential to guide the shift in the focus of local government functions from
supply—side intervention to demand-side management.

Key Words: “Involutionary” Competition; Regional Competition; Overcapacity; Institutional Reform
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