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The Theoretical Logic and Practical Pathways for State-Owned Enterprises to Help

Resolve “Involutionary” Competition in Manufacturing

LiZheng Yuan Yiying
(School of Economics, Liaoning University, Shenyang 110136, P. R. China)

Abstract: The manufacturing industry is the lifeline of a nation’ s economy and the bedrock of its
strength. In recent years, while China’s manufacturing sector has grown stronger, it has also faced
serious “involutional” competition—a low-quality, homogeneous, and self-defeating rivalry driven
by resource misallocation, where enterprises keep investing more without gaining revenue or
competitiveness. [t is a short-sighted zero-sum or even negative-sum game characterized by unfair,
disorderly, and irrational competitive behavior. This problem stems from multiple factors: slowing
global growth and weak domestic demand squeezing businesses; persistent obstacles to a unified
national market, such as local protectionism and fragmentation, hindering factor mobility and orderly
exit of outdated capacity; and insufficient R&D spending, leaving firms with little innovation or
differentiation, thus worsening homogenized competition.

As an important material and political foundation of socialism with Chinese characteristics, state-
owned enterprises play an irreplaceable role in addressing the “involutional” competition in
manufacturing. On the one hand, state-owned enterprises bear the significant mission of
strengthening, optimizing, and expanding the manufacturing industry, improving the high-level
socialist market economic system, and achieving high-quality development themselves. This
requires them to begin with their own transformation, break free from the path dependence of low-
level repetitive expansion, take the lead in upholding a fair and competitive market order, and
remove the bottleneck constraints imposed by “involutional” competition on the high-quality
development of manufacturing. On the other hand, state-owned enterprises also possess unique
advantages in helping address “involutional” competition. First, the important directives issued by
the Party Central Committee regarding comprehensive efforts to tackle “involutional” competition
provide a reform basis and policy guidance for state-owned enterprises to counter such competition.
Second, by leveraging their strengths under the new national governance system and their dominant
industrial position, state-owned enterprises can adopt a long-term perspective and undertake major
scientific and technological research tasks. Third, with substantial capital reserves and strong risk
resilience, they can deliver low-cost, high-efficiency public goods that support the high-quality,
differentiated development of small and medium-sized enterprises. Furthermore, state-owned
enterprises should focus their concrete practices that serve the broader goals of the Party and the
nation, promote high-quality economic and social development, and enhance people’s livelihoods.
They should adhere to inclusive, differentiated, connotative, and sustainable development
principles, driving the common growth of private enterprises through their own high-quality
development, leading overall improvements in manufacturing quality and efficiency, and providing
solid support for accelerating the building of a manufacturing powerhouse and achieving Chinese-
style modernization.

Keywords: State-owned enterprises; Manufacturing sector; “Involutionary” competition; “Two

unwavering principles”; Inclusive development
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