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How Does Firms’ Involution-style Competition Affect
Total Factor Productivity?

Zhang Zongjun', Dang Xinyu’
(1. School of Finance, Lanzhou University of Finance and Economics, Lanzhou 730020, China; 2. School of Statistics and

Data Science, Lanzhou University of Finance and Economics, Lanzhou 730020, China)

Abstract: A substantial increase in total factor productivity is a core manifestation of new quality productive forces and an essential pathway for
China’ s economy to move beyond factor-dependent growth toward high-quality development. As China enters a stage in which growth
increasingly relies on the reallocation and upgrading of existing resources, diminishing market-growth dividends and intensifying homogeneous
competition have made “involution-style” competition an important constraint on productivity improvement among real-sector firms. Using data
on Chinese A-share listed firms from 2009 to 2024, a firm-level index of “involution-style” competition from three dimensions ( distortions in
market behavior, credit pressure along supply chains, and imbalances in human-resource allocation) was constructed and its effect on total factor

«“

productivity was empirically examined. The baseline results show that “involution-style” competition significantly suppresses total factor
productivity. This conclusion remains robust after applying an instrumental-variable approach, controlling for additional characteristics, using
alternative measures of the key variables, and excluding special samples. The heterogeneity analysis indicates that the adverse effect is more

pronounced among firms facing stronger financing constraints, greater supply-chain risk, and those in the mature or declining stages of their life

« 4

cycle. Mechanism tests show that “involution-style” competition inhibits total factor productivity through two main channels: exacerbating
overcapacity and weakening internal control. Further analysis reveals a nonlinear U-shaped relationship between “involution-style” competition
and total factor productivity, and shows that its adverse effect becomes progressively stronger as firm productivity increases. These findings
provide theoretical support and policy implications for the comprehensive governance of “involution-style” competition and the cultivation of new
quality productive forces at the firm level.

Keywords: “involution-style” competition; new quality productive forces; total factor productivity; overcapacity; internal control

12



	6_2026年第9期

