
CHAPTER I 

INTRODUCTION 

The purpose g this paper is to examine the proposition that the 
emerging systern of "contingency protection"I, js,  in many aspects, in conflict 
with the objectives of competition policy. The sYstern of "contingencY 
protection" is the :tracte policY ystem centered on measures ,  against "unfair" 
trade, and 'safeguard" dr "escape clause" mea.sures, which has developed slowly 
5ince the General Agreement On Tariffs and Trade2  w as launched in• 1947. and 
whiéh was endorsed and sanctioned by the Multilateral Trade Negotiations of 
1 91349. Competition ty • p_urptor.ts_to  provide  a  le al re uiatory system to 
restrain 	uJL • Q mondi•I or olilopoly power,  abdase_sibich wo 
coLiviDetition; thoSe elements of the trade policy system which are directed  at so-. ,  
called 	 m 	 7:-ftWlaumping-su 	 invoke  
sriar  d5 f  et•n  t f romthoseof ç tition4=koli4ye-To the extent, therefore, 
thr some elements of trade policy legislation are directed against. practices in 
Import trade which, when oCcurring in domestic commerce, are dealt with under 
the different standards of côrnpetition policy, those elements of trade policy 
may confer additional protectitbn on domestic producers. This additional 
protection, li •e protection b'y a tariff impoSed at the frontier, imposes CO5tS. 
Further, and more particUlarly, the cOntingency protection syStern involves or 
endorses actions, such as agreed increases in priCes by exporters to the national 
market, or limitations on quantities to be supplied to the national market  whch 
if taken without the  over  of trade policy legislatidin, wouid be recognized as 
anti-competitive in effect and frequently actionable under competition law. 
Under the various national anti-dumping systems.exporters may agree to  raie 

 prices; under so-cailed "voluntary' xport reetraint arrangernentS, which are 
"surrogates' for action, under Amide XIX Of the General Agreement .on Tariffs 
and Trade, exporters may a.gree to limit quantities exported to the domestic 
market. These exporters may ecure economic rents  from theSé restridtions, and 
protectedne 	cers secure additional returns by beinLebie_td increase 

ehat is re-quired by tra e7-pd 	 under tude policy, 
competition policy, bring Substantial fines or prison . sent- Ices. This 

confusion or contradiction  between -  wo important *ranc es o .  natidnal eConomio 
policy  brins  both trade policy and competition policy into disrepute, and 
weakens the respect for law which the successful working of  • trade PoligY and 
competition policy both require. 

This paper examines this issue- by cdreclering a range of trade policy 
measures as applied in the U.S... Canada, and the EEC in the perspective of 
competition policy. .it attempts to describe the extent of these contradictions- 

owe-i 	 an wh these conti-C"tic-7Ft•-.5a-ve 
develope Athe ooci• at the-7—a.s 	 anre o 	t . .question is relatively 
sirripie.and-shor rtant western country 11.vel._i1:a-rs, 	adcuirig 

accitir-en .1T-tiler)ro7P--esition that trade  poli.to .the 
extent that it addresses 	 iam- `:-iii-ien-ornena as competition Milicy, 

tl  
fee, 
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