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Abstract. In recent years, the global economic landscape has become increas-

ingly complex, and domestic market demand in China has declined, leading to a 

growing trend of "involution-type" competition among Chinese enterprises. 

Such competition not only reduces overall industry efficiency but also severely 

restricts firms’ innovation capabilities. Against this backdrop, this study ex-

plores the impact mechanisms of involution-type competition on ambidextrous 

innovation—comprising exploratory and exploitative innovation. Drawing on 

existing research, the study conceptualizes involution-type competition as con-

sisting of four dimensions: inefficient input, short-term orientation, homogene-

ous behavior, and disorderly competition. The findings indicate that these be-

haviors have complex and differentiated effects on ambidextrous innovation. 

While some aspects may marginally promote short-term exploitative innova-

tion, they tend to significantly inhibit long-term exploratory innovation, thereby 

undermining firms' sustainable competitiveness. Based on these insights, the 

paper proposes strategic and policy recommendations to mitigate involution-

type competition and balance short-term gains with long-term innovation, offer-

ing theoretical grounding and practical guidance for enterprise transformation 

and industrial environment optimization. 
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 1 Introduction 

In recent years, the Chinese government has continuously emphasized industry self-
discipline and taken measures to prevent and resolve “involution-type” vicious com-
petition, with the aim of steering industries toward healthier and more sustainable 
development. High-level policy signals indicate that the state is placing great im-
portance on addressing the distortions and disorder prevalent in current corporate 
competition and is striving to guide enterprises toward positive development through 
institutional reforms. 

At the same time, profound changes in the global economic order, the complexity 
of international affairs, and the trade pressures and technological blockades imposed 
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by developed Western countries have presented unprecedented external challenges to 
domestic enterprises. In this context of shrinking domestic market demand, a slow-
down in economic growth, and compressed industry profit margins, competition 
among enterprises is gradually evolving into an "involution" trend—characterized by 
inefficient and even ineffective repetitive competition over limited resources for mar-
ket share, ultimately reducing overall industry efficiency and severely constraining 
enterprises’ innovation capacities. 

Innovation, as the core engine for developing new quality productive forces, pro-
vides a crucial material and technological foundation for Chinese-style moderniza-
tion. Over the long term, the Chinese government has been actively implementing an 
innovation-driven development strategy, introducing various measures to incentivize 
enterprise innovation with the aim of enhancing core competitiveness, promoting 
industrial upgrading, and improving quality and efficiency; these efforts fully lever-
age the leading role of innovation in the long-term development of enterprises. How-
ever, as markets approach saturation and resource competition intensifies, the phe-
nomenon of involution among enterprises has become increasingly pronounced. Vari-
ous competitors often pursue short-term gains through product imitation, marketing 
mimicry, and price competition, which distorts resource allocation. Zhang Peng and 
Hu Die (2025) argue that innovation is the fundamental solution to breaking the cycle 
of involution-type competition. At the same time, however, scholars have debated the 
relationship between enterprise competition and innovation. For instance, Hu Ling 
and Wang Jingyu (2020) believe that a highly competitive environment compels en-
terprises to continuously engage in technological research and product improvement, 
thereby promoting innovation; in contrast, Li Ling (2014) points out that intense 
competition often drives enterprises to pursue short-term benefits excessively—
adopting strategies like product imitation and low-price competition—which not only 
undermines the investment in disruptive and forward-looking innovation but may also 
lead to a long-term decline in innovation capability. 

Therefore, as a typical new form of enterprise competition, the precise effect of in-
volution-type competition on innovation—whether it facilitates or inhibits innova-
tion—and the underlying mechanisms remain insufficiently explored in depth. 
Against this backdrop, this paper aims to examine how involutionary competitive 
behaviors influence investments in both exploratory and exploitative innovations, as 
well as the interplay between them. From the perspectives of resource allocation and 
strategic orientation, the study seeks to reveal the dual impact mechanisms of involu-
tion competition on ambidextrous innovation. The insights derived from this research 
are intended to support enterprises in formulating strategies that balance short-term 
performance with long-term innovation, and to provide policymakers with theoretical 
guidance and practical insights for optimizing the industrial environment. 
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2 The Connotation and Structural Dimensions of Involution-
Type Competition Among Enterprises 

2.1 The Connotation of Involution-Type Competition among Enterprises 

Involution (Involution) was first introduced by anthropologist Geertz (1963) in his 
explanation of structural changes in Indonesian agriculture. He noted that, under ex-
isting production methods and technological conditions, continuously increasing labor 
input in agricultural production did not result in efficiency improvements. He termed 
this phenomenon “involution,” referring to an economic form where growth is at-
tained through repeated input but without qualitative change or efficiency enhance-
ment [1]. As the field of research expanded, Chinese-American scholar Huang Zongzhi 
(1992) defined a similar social phenomenon as “growth without development” [2] and, 
while examining the socioeconomic changes in rural China, defined involution as “a 
mode of achieving growth by investing large amounts of labor in limited land” 
(Huang Zongzhi, 2021). Thus, economically, involution denotes an economic condi-
tion that appears to grow on the surface but fundamentally lacks true development; in 
the realm of production, it manifests as a simple, repetitive production process that 
shows growth without real advancement [3].  

In recent years, the concept of “involution” has gradually extended from the field 
of agriculture (Huang Zongzhi, 2000) to education (Chen Tao et al., 2025; Lin Jingxin 
et al., 2024), corporate management (Liu Yiran and Qin Liqiang, 2025) and social 
governance (Liu Yanwu, 2024; Chen Wenqiong and Liu Jianping, 2024). It is gener-
ally described as inefficient and disorderly competition among individuals or organi-
zations vying for limited resources under competitive circumstances. In the context of 
enterprise competition, involution-type competition is still in the preliminary stages of 
research. Ouyang Rihui and Liu Xuan (2025), based on their study of digital plat-
forms, argue that involution-type competition occurs when market saturation and 
highly homogeneous business models drive digital platforms to shift their competitive 
focus to price wars, aiming to attract short-term traffic and secure upstream produc-
tion enterprises [4]. Liu Zhibiao and Wang Bing (2024) investigated the occurrence 
mechanism and solutions for involution-type vicious competition in China’s manufac-
turing industry, and maintained that such competition represents a competitive phe-
nomenon in which enterprises vie for consumers and users through a process of sur-
vival of the fittest – a phenomenon that is an inevitable and normal outcome within 
the operation of a market economy [5]. 

2.2 The Structural Dimensions of Involution-Type Competition among 
Enterprises 

Based on the research outcomes from grounded theory, this paper provides a detailed 
exposition of the characteristic dimension of “involutionary competitive behavior” 
within enterprise involution-type competition, laying the theoretical foundation for 
the subsequent discussion on its impact on ambidextrous innovation. Through in-
depth interviews with 30 senior managers and extensive coding of secondary data, the 
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study ultimately identifies four characteristic dimensions of involution-type competi-
tion among enterprises: the involution environment, the psychological motivations 
behind involution, involutionary competitive behaviors, and potential impacts. In this 
research, the dimension of involutionary competitive behaviors is further subdivided 
into the following four subordinate categories: inefficient input, short-term orienta-
tion, homogenous behavior, and disorderly competition. 

Inefficient input refers to the misuse and over-investment of resources during the 
allocation process. In a fiercely competitive market environment, enterprises often 
deploy large amounts of resources in an effort to capture limited market share. How-
ever, this input typically fails to yield corresponding efficiency improvements, instead 
leading to resource wastage and a low input-output ratio. 

Short-term orientation reflects the behavior of enterprises that, under intense com-
petitive pressure, excessively emphasize short-term performance and immediate re-
turns at the expense of long-term strategic planning. Constrained by market uncertain-
ty and survival pressures, management often tends to adopt strategies that rapidly 
improve financial performance and market share, such as significant price reductions, 
promotional activities, and quick imitation of competitors’ successful practices. 

Homogeneous behavior refers to the lack of differentiation in strategies adopted by 
enterprises during competition, where firms pursue highly similar operational meth-
ods and market approaches as their peers. This phenomenon is particularly evident in 
involution-type competition because, under conditions of limited resources and scarce 
market opportunities, enterprises are more inclined to follow mainstream industry 
models and replicate existing success stories, rather than achieving breakthroughs 
through differentiated innovation. 

Disorderly competition denotes the destructive competitive tactics employed by 
enterprises, in the absence of effective market regulations and coordination mecha-
nisms, to compete for limited resources and market share. Its manifestations primarily 
include price wars, imitation or outright plagiarism, and aggressive marketing practic-
es. Such forms of competition frequently undermine market fairness, disrupt industry 
order, and lead to an overall decline in industry profit margins. 

3 The Pathways and Mechanisms of Involution-Type 
Competition’s Effects on Ambidextrous Innovation 

3.1 Overview of Ambidextrous Innovation 

In 1976, Duncan first introduced the concept of “ambidexterity [6].” Originally imply-
ing the ability to use both hands equally well, the concept gradually evolved to signify 
that outstanding enterprises must possess a balanced capability to effectively manage 
current operations while adapting to future change. In 1991, March published the 
seminal paper “Exploration and Exploitation in Organizational Learning,” which was 
the first to introduce the concepts of exploration and exploitation. He explained that 
exploration involves activities related to search, experimentation, variation, flexibil-
ity, risk, discovery, and innovation; whereas exploitation pertains to activities associ-
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ated with refinement, production, efficiency, selection, and execution. 
Building on March’s concepts, scholars began to focus on innovation activities 

characterized by exploratory and exploitative behaviors—namely, exploratory inno-
vation and exploitative innovation. Today, there is broad consensus in the academic 
community regarding the definitions of these two types of innovation. Exploratory 
innovation refers to radical, breakthrough-oriented innovation activities aimed at un-
covering new possibilities and challenging the existing knowledge base (March, 1991; 
Levinthal and March, 1993; Jansen and Bosch, 2006), whereas exploitative innova-
tion refers to incremental innovation activities geared toward improving the status quo 
by integrating and utilizing existing knowledge (Levinthal and March, 1993; Benner 
and Tushman, 2002; Lewin, 1999). 

3.2 Mechanism Analysis of the Impact of Involution-Type Competition on 
Ambidextrous Innovation 

Within the context of involution-type competition, the four categories—inefficient 
input, short-term (speculative) orientation, homogenous behavior, and disorderly 
competition—each exert significant yet differentiated impacts on exploratory and 
exploitative innovation. Theoretically, ambidextrous innovation requires enterprises 
to balance the effective exploitation of existing knowledge with the exploration of 
new knowledge. The presence of these dimensions in involution-type competitive 
behaviors creates a dual impact on ambidextrous innovation by influencing both re-
source allocation and strategic orientation. 

3.2.1 Impact of Inefficient Input on Ambidextrous Innovation.  
Inefficient input primarily manifests as resource misuse and overinvestment. In 

fiercely competitive markets, enterprises often channel substantial resources into 
short-term profit-generating domains. However, this input is typically non-targeted 
and inefficient, frequently resulting in insufficient allocation of key resources for 
R&D and technological improvements. March (1991) argued that exploratory innova-
tion requires large and uncertain resource investments; thus, inefficient resource allo-
cation may deprive enterprises of sufficient support, thereby stifling disruptive and 
forward-looking R&D efforts. Moreover, inefficient input can induce diminishing 
marginal returns in exploitative innovation. Wang Haiyan and Zhang Zhanbin (2025) 
observe that involution-type competition contributes to diminishing marginal returns 
on critical factors such as capital, thereby inhibiting innovation. Repeated and misdi-
rected investments make it difficult for enterprises to achieve technological break-
throughs, ultimately restricting the deep integration of new technologies into existing 
products and processes and creating a vicious cycle of negative innovation. 

3.2.2 Impact of Speculative Behavior on Ambidextrous Innovation.  
A short-term orientation driven by speculative, profit-seeking principles compels 

enterprises, under intense competitive pressure, to focus excessively on immediate 
returns and financial performance, neglecting the importance of long-term innovation 
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investment. In such a climate, firms are inclined to adopt strategies such as rapid imi-
tation or engaging in price wars to swiftly capture market share. While a short-term 
focus might yield immediate benefits in exploitative innovation through process op-
timization or incremental product improvements, it often fosters an inertia toward 
low-risk strategies over the long run. This inertia solidifies existing technological 
paths and diminishes the propensity for risky ventures and breakthrough R&D in new 
knowledge. Ouyang Rihui and Liu Xuan (2025) argue that an excessive focus on 
short-term traffic can trap firms in a low-price spiral, stalling industry upgrading. 
Consistent with Duncan (1976) and March (1991), achieving ambidextrous innova-
tion requires a balance between short-term exploitation and long-term exploration [7]; 
a short-term orientation disrupts this balance, limiting firms’ potential for future trans-
formation and breakthrough innovation. 

3.2.3 Impact of Homogenous Behavior on Ambidextrous Innovation.  
Homogenous behavior reflects a lack of differentiation in competitive strategies 

among firms—such as brand imitation and policy convergence. In an involutionary 
competitive environment, many enterprises adopt similar product development, mar-
keting, and operational strategies. This tendency leads to highly homogenous products 
and services in the marketplace, which not only reduces the potential competitive 
edge obtainable in the short term through exploitative innovation but also makes ex-
ploratory innovation more challenging. Bai Yantao (2025) contends that severe prod-
uct homogenization slows the pace of technological innovation [8]; similarly, Huang 
Yong and Su Runsheng (2025) note that a lack of industry-wide innovation exacer-
bates homogenization, further entrenching involution-type competition. In striving to 
replicate successful models, firms frequently overlook the intrinsic value of differen-
tiated innovation, leading to a dearth in both technological and business-model break-
throughs. Research indicates that homogenous competition not only saturates the 
market—thereby constricting the space for disruptive R&D and new product devel-
opment—but also restricts effective value-addition via exploitative innovation, ulti-
mately dragging the entire industry into a vicious cycle. 

3.2.4 Impact of Disorderly Competition on Ambidextrous Innovation.  
Disorderly competition is manifested in destructive competitive tactics adopted by 

firms when there is a lack of effective coordination mechanisms and market regula-
tion. Such tactics include engaging in price wars, imitating or outright plagiarism, and 
employing aggressive marketing practices. This form of competition reduces the effi-
ciency of internal resource allocation and reinforces a short-term dependency on ex-
ploitative innovation through incessant price wars and low-level repetitive develop-
ment. Bai Yantao (2025) asserts that involutionary price competition diminishes a 
firm’s motivation and ability to innovate, while Wang Haiyan and Zhang Zhanbin 
(2025) point out that malicious marketing or predatory pricing are common manifes-
tations of involution among enterprises. Disorderly competition tends to disrupt mar-
ket order and compress overall industry profit margins, forcing firms to reallocate 
more resources to defending their current market positions and short-term exploitative 
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innovations. Consequently, there is reduced emphasis on long-term exploratory inno-
vation investment, ultimately weakening a firm’s sustainable competitiveness and 
innovative vitality. 

4 Conclusion 

This study investigates the dual impact mechanisms of involution-type competition 
among enterprises on ambidextrous innovation. The findings reveal that four catego-
ries of competitive behaviors—inefficient input, short-term orientation, homogeneous 
behavior, and disorderly competition—suppress sustained investment in high-risk, 
high-reward exploratory innovation through misallocation of resources and strategic 
misalignment. At the same time, such behaviors yield only limited short-term benefits 
through exploitative innovation, ultimately undermining the enterprise's long-term 
competitiveness. Therefore, enterprises must break their overreliance on short-term 
gains, optimize resource allocation, and achieve a balance between deep utilization of 
existing capabilities and forward-looking exploration of emerging opportunities, 
thereby building a future-oriented innovation-driven system. This study provides both 
theoretical grounding and practical insights for enterprises seeking to respond to invo-
lution-type competition while balancing ambidextrous innovation, and offers a refer-
ence for policymakers aiming to optimize the market environment and promote indus-
trial upgrading. 
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