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Antitrust Characterization and Regulation of “Involutional” Competition

JIAO Haitao', MEI Keyue®

( 1. Civil, Commercial, and Economic Law School, China University of Political Science and Law, Beijing 100088, China;

2. The Institute for Data Law, China University of Political Science and Law, Beijing 100088, China)

Summary: From an antitrust law perspective, this article defines the basic connotation and main types of “involutional”
competition among enterprises, thoroughly analyzes the competitive harm caused by this model of competition, and puts
forward a two-tier regulatory approach that integrates a conduct-identification mechanism with an “anti-involution”
agreement exemption system.

This article finds that in terms of market competition, “involutional” competition refers to an irrational mode of
competition in which enterprises lacking any innovation or product differentiation resort to low prices and other
undifferentiated tactics to vie for shares of a static, existing market. Its specific manifestations include: price-driven
“involutional” competition, which encompasses pure price wars and “involutional” competition caused by excess
production capacity; lead firm-controlled “involutional” competition, characterized by a dominant lead firm in a supply
chain forcing price reductions upon upstream and downstream enterprises to offload competitive pressure; and
platform-squeezing “involutional” competition, characterized by digital platforms shifting operational pressures onto the
enterprises operating on their platforms. Although these practices might bring certain short-term price benefits to
consumers, they distort the competitive order of the market, undermine the innovation ecosystem, and ultimately diminish
consumer welfare in the long run.

This article contends that “involutional” competition is essentially a “race to the bottom” mechanism, which runs
counter to the survival-of-the-fittest dynamic of a “race to the top”. Specifically, whether it involves direct “involutional”
competition, where a firm unilaterally adopts a cut-rate pricing strategy, or indirect “involutional” competition, where a
dominant firm forces other enterprises into vicious competition, both can be identified and addressed through the regulatory
framework governing abuses of a dominant market position. Meanwhile, horizontal “anti-involution” agreements between
competitors in specific industries under special circumstances, such as agreements to fix prices or restrict output, may, if
they satisfy the conditions of the antitrust law, be exempted from that law’ s prohibitions. Nevertheless, the scope of any
such exemption must be strictly limited to prevent companies from invoking the goal of curbing cutthroat competition as a
pretext for engaging in monopolistic conduct.

Furthermore, this article highlights the dual role of industry associations in the governance of “involutional”
competition. On the one hand, industry associations should be encouraged to facilitate information sharing and industrial
self-discipline by formulating industry standards, coordinating firms’ behavior, and articulating industry concerns; on the
other hand, it is necessary to guard against these associations organizing their member companies to reach collusive
agreements such as price coordination or production quota allocation.
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