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The ''Chain Leader System'' Industrial Chain Policy and the Governance of

Involutionary Competition in the Manufacturing Industry
Wang Lei Li Jinze Ding Lili

Abstract: Involutionary competition in the manufacturing industry is not merely an intensification
of market competition, but rather an inefficient zero—sum game induced by the combined effects of local
industrial policy convergence, regional market segmentation, and failures of industrial—chain coordination.
It is primarily manifested as horizontal price competition among peer enterprises and vertical chain
competition between upstream and downstream segments of the industry chain. With the unified national
market as its institutional foundation, industrial chain policy under the chain leader system establishes a
chain —based collaborative governance system in which government chain leaders, chain-leading
enterprises, and small and medium-sized enterprises along the chain participate collaboratively. On the
one hand, through the horizontal mechanism of cross—regional coordination and specialization, it promotes
differentiated regional industrial positioning and the market—based exit of inefficient production capacity,
thereby mitigating horizontal price involution. On the other hand, through the vertical mechanism of
collaborative innovation among upstream and downstream enterprises, it reshapes government—enterprise
relations and the behavioral boundaries of chain—leading enterprises, facilitates risk sharing, benefit
sharing, and value co—creation among large, medium —sized, and small enterprises, and thereby
alleviates vertical chain involution. To deepen the governance of involutionary competition under the
chain leader system, it is necessary to establish a negative list for subsidy—type policies and a cross—
regional benefit —sharing mechanism, facilitate factor flows, accelerate the exit of inefficient production
capacity, strengthen the responsibilities of chain—leading enterprises as quasi—public organizers, build an
innovation risk—sharing consortium, and regulate the abuse of corporate market power. Meanwhile, the
performance evaluation of chain leaders and a full-life—cycle dynamic monitoring mechanism should be
improved to prevent the resurgence of involution and accelerate the formation of a market order
characterized by quality—based pricing and healthy competition.

Key words: chain leader system; involutionary competition; chain—based collaborative governance;
industrial chain policy
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