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The Innovation Effect of “Involutionary Competition” in Local Talent Policies
Liu Jindong' , Wei Yudan' and Qi Jinghua
(1:School of Public Finance and Taxation, Shandong University of Finance
and Economics; 2;School of Economics, Shandong University )
Abstract: This study empirically examines the cross—regional competitive characteristics of talent
policies and the impacts of such competitive behaviors on corporate innovation. Findings are as
follows; Talent policy intensity among cities within the same province exhibits both race—to—the—
top effect and race—to—the—bottom effect, resulting in homogeneous “involution” competition. The
race—to —the —top competition, characterized by excessive focus on incentivizing high - skilled
talent, has led to significant excessive pay gaps within firms. This, in turn, suppresses innovation
motivation, and ultimately reduces innovation efficiency and output. Heterogeneity analysis shows
that the innovation—suppressing effect is more significant under monetary policies, in regions with
low human capital levels, and in enterprises with low internal training investment. These findings
carries enlightening implications for talent policies that invest in human capital, developing a
unified national market, as well as optimizing innovation incentives.
Keywords: Talent Policy, “Involution” Competition, Investing in Human Capital, Excessive Pay
Gap
JEL Classification: J24, J78
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