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Governing the “Involutionary” Competition from the Perspective of Antitrust Law

LiJian Hu Yin
(KoGuan School of Law, Shanghai Jiao Tong University, Shanghai 200030, P.R.China)

Abstract: In recent years, the phenomenon commonly described as “involutionary competition” has
become increasingly salient in certain sectors of the Chinese economy. It is typically manifested in
prolonged price wars, sustained declines in industry-wide profitability, weakened incentives for
innovation, and persistent difficulties in eliminating inefficient firms from the market. These
developments have given rise to doubts about a core proposition of competition policy—whether
competition necessarily generates positive market outcomes. Against this background, this article
examines involutionary competition from the perspective of antitrust law and offers a systematic
analysis of its underlying causes and possible governance pathways. It argues that involutionary
competition neither undermines the theoretical foundations of antitrust law nor diminishes the
necessity of antitrust enforcement. On the contrary, modern antitrust law already provides sufficient
analytical frameworks and institutional instruments for addressing this phenomenon.

From an antitrust analytical perspective, involutionary competition can be understood through
the interaction among market structure, firm conduct, and market performance. This article
conceptualizes involutionary competition as a market condition arising from a persistent structural
imbalance between supply and demand, marked by excess capacity, a high degree of product
homogeneity, and market outcomes that are inefficient or even socially detrimental. At the
theoretical level, as antitrust thinking has evolved from structuralism toward effects-based analysis,
and from an exclusive focus on static efficiency toward greater emphasis on dynamic efficiency,
competition is no longer assessed merely by reference to the number of firms or the intensity of price
rivalry. Instead, competition is evaluated in light of its contribution to overall efficiency and
innovation. From this perspective, the governance of involutionary competition does not stand in
fundamental tension with the modern conception of competition embedded in antitrust law.

This article identifies three principal pathways within the existing antitrust framework for
governing involutionary competition: exemptions for certain horizontal agreements, merger control,
and fair competition review of government policies. These instruments differ significantly in their
functional orientation, associated risks, and practical operability. Exemptions for anticompetitive
agreements may play a role in reducing excess capacity or promoting innovation, but they entail
inherent cartel risks and therefore require careful substantive and procedural safeguards. Merger
control can facilitate market-based consolidation and resource reallocation, yet enforcement standards
should not be relaxed solely in pursuit of short-term market stabilization. Fair competition review,
by constraining improper government intervention and improving market entry and exit mechanisms,
involves comparatively lower anticompetitive risks and should therefore be accorded priority.
Keywords: “Involutionary” competition; Antitrust law; Exemption for horizontal agreements;

Merger control; Fair competition review
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