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Introductory Note 

The Economics and International Affairs (EIA) Branch provides 
analytical support for the Competition Bureau's enforcement and advocacy 
activities, and coordinates the Bureau's involvement in international 
relations in the field of competition law and policy. More specifically, staff of 
the EIA Branch are responsible for: 

• Providing expert economic advice on Bureau enforcement cases under 
the Competition Act; 

• Preparing statutory interventions by the Director of Investigation and 
Research in federal and provincial regulatory proceedings, often in 
collaboration with the enforcement Branches of the Bureau; 

• Supporting the Bureau's involvement in departmental and 
interdepartmental policy development, including its participation in 
relevant committees of Industry Canada; 

• Providing liaison between the Competition Bureau and foreign 
antitrust agencies regarding enforcement matters that cut across 
national jurisdictions; and 

Representing Canada in multilateral competition policy fora such as • 
the OECD Committee on Competition Law and Policy. 

In the course of fulfilling the above-outlined responsibilities, staff of 
the Branch are encouraged to prepare working papers and articles for 
publication in Industry Canada venues, refereed journals and other 
appropriate professional outlets. As well, consultants under contract to the 
Branch prepare analyses on designated topics. These activities contribute to 
public understanding and awareness of the role of competition policy in the 
economy as well as fostering links with researchers in the academic 
community and providing a valuable opportunity for professional renewal. 

This document provides an annotated listing of economic and policy 
analysis and research prepared for the EIA Branch in recent times. The 
materials listed in the document were prepared by staff members of and/or 
consultants under contract to the Branch in their personal capacities. The list 
does not include other items such as submissions prepared for regulatory 
hearings which constitute formal Bureau documents, and are detailed in 
other Bureau publications. 
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In most cases, copies of the materials listed herein may be obtained by 
contacting Nicole Vézina, who is secretary to Rob Anderson, Chief of 
Economic Policy in the Branch, at (819) 997-2235 In a few cases, copies of 
items noted in the attached list are available only from the publisher for 
reasons of copyright protection. The latter items are designated with an 
asterisk (*) in the attached list. 

Ube CelSri 

Val Traversy 
Director General 
Economics and International Affairs 
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I. THE ROLE OF COMPETITION POLICY AS A DIMENSION OF 
CANADIAN ECONOMIC POLICY 

1. Paul Feuer and Zulfi Sadeque, Competition Policy, Privatization and 
Deregulation: A Canadian Perspective (Paper presented at the APEC 
Conference on Competition Law and Policy, Auckland, New Zealand, 
July 1995) 

This paper discusses the role of competition policy in the 
transition from regulation to competition, with particular reference to 
the telecommunications, airlines and electricity sectors. It concludes 
with some observations regarding the potential role of competition 
policy in the countries of Asia Pacific Economic Cooperation (APEC). 

2. Robert D. Anderson and S. Dey Khosla, Competition Policy As A 
Dimension of Economic Policy: A Comparative Perspective 
(Ottawa: Industry Canada, Occasional Paper No. 7, May 1995) 

This paper examines the evolving role of competition policy 
and its relation to other economic polices in Canada and other OECD 
countries. It reviews the microeconomic foundations of competition 
policy, and considers the implications of recent economic literature 
on productivity and competitiveness. It outlines the complementary 
relationship between competition policy and other microeconomic 
policies that foster an efficient and dynamic economy. The paper also 
provides a comparison of Canadian competition policy as it relates to 
restructuring with approaches taken in other jurisdictions including 
the U.S.A., the European Community, Germany, France, the U.K. and 
Japan, and raises a number of issues for consideration regarding the 
future evolution of competition policy in Canada. 

3. Mark F. Ronayne, Disciplining Industrial Incentives to Promote 
Competitive and Efficient Markets (Working paper: August 1993) 

This paper examines the interface between industrial incentives 
and competition policy in Canada. The principal topics covered 
include: (i) micro-economic-theoretical considerations relating to 
subsidies and competition; (ii) the interface between industrial 
incentives and competition policy in the European Union; 
(iii) empirical trends relating to the provision of industrial incentives 
in Canada and the underlying legal and institutional framework; and 
(iv) policy alternatives regarding industrial incentives in Canada in 
relation to the economic challenges of the 1990s. 
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4. Derek J. Ireland, Interactions Between Competition and Trade Policies: 
Challenges and Opportunities (Competition Bureau, November 1992) 

This paper outlines various global developments that have 
brought competition policy to the international trade agenda, and some 
positive and negative interactions between the two policy fields. The 
paper provides a starting point for the development of an analytical 
framework, or taxonomy, which would delineate the competition 
policy-trade policy interactions according to their overall effects as well 
as their causation and significance. 

5. Robert D. Anderson and S. Dey  Kilosla, "Competition Policy, the 
Canadian Economic Union and Renewal of the Federation," Canadian 
Competition Policy Record, vol. 12, no. 4, December 1991, pp. 57-77* 

This paper explores the links between competition policy and 
the Canadian economic union. It provides a conceptual discussion of 
competition-related aspects of the economic union and the federal 
system; and outlines the role of competition policy in re-inforcing 
economic integration in various foreign federations such as the United 
States and the European Community as well as transnational 
arrangements such as the Australia-New Zealand Free Trade Area. 

II. APPLIED ISSUES IN COMPETITION POLICY AND INDUSTRIAL 
ORGANIZATION 

1. Patrick Hughes and Margaret Sanderson, Conspiracy Law in Canada: 
Implications of the 1986 Amendments and the PANS Decision (A 
paper prepared for publication in a special issue of the Review of 
Industrial Organization to conunemorate the Tenth Anniversary of 
Canada's 1986 Competition Act, forthcoming) 

This paper discusses the economic implications of the Supreme 
Court of Canada's decision in respect of the conspiracy case, Nova 
Scotia Pharmaceutical Society. It analyses the market 
structure/behavior framework set out by the Court and the resulting 
case law following this landmark decision. Some observations are 
offered on the adequacy of this framework in meeting the underlying 
economic objectives of conspiracy law. 
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2. Halldor Palsson and Andrew N. Kleit, "Is there Anti-competitive 
Behaviour in the Central Canadian Cement Industry: Testing 
Arbitrage Cost Hypotheses," Canadian Journal of Economics, 
vol. VUX, no. 2, May 1996, pp. 343-56.* 

Allegations of anticompetitive behaviour in the Central 
Canadian cement industry have focused around the effects of 
cement producers buying their downstream distributors. If indeed 
vertical integration is causing cement prices to rise, the relevant 
economic theories imply that the arbitrage cost of shipping cement 
to Central Canada is greater than the cost of shipping cement from 
this region. The analysis supports the hypothesis that vertical 
integration has increased barriers to entry for cement in Toronto, 
but fails to support a similar hypothesis for Montreal. 

3. Arthur Kaell, Application of Canadian Competition Law and Policy to 
High Tech Markets (Paper prepared for a Mini-Roundtable of the 
OECD Committee on Competition Law and Policy, April 1996) 

This paper surveys key provisions of the Competition Act, as 
well as associated Competition Bureau enforcement guidelines, which 
pertain to research and innovation. While these provisions have not 
been extensively tested in the courts, the flexible, case-by-case approach 
generally taken in the Act appears to be consistent with current 
understanding of the nature and importance of innovation. 

4. Paul Feuer, Canadian Competition Policy and Small Business (Paper 
presented at a Mini-Rotmdtable of the OECD Conunittee on 
Competition Law and Policy, April 1996) 

This paper reviews the treatment of small and medium-sized 
businesses under the Canadian Competition Act. It outlines the 
economic role of SMEs in the Canadian economy and the flexible 
approach taken by the law in focusing on business practices and 
structural transactions that facilitate the exercise of market power, 
rather than on the size of particular firms or on broader, non-economic 
factors. This approach protects the competitive process and thereby 
helps to ensure maximum opportunities for small and medium-sized 
businesses. 
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5. Robert D. Anderson, S. Dey  Khosla and Joseph Monteiro, Market 
Delineation in Abuse of Dominant Position Cases: Economic 
Principles and the Canadian Cases (Paper presented at a Special 
Roundtable of the OECD Comntittee Law and Policy on the subject of 
Abuse of Dominant Position, February 1996; to be published in a 
forthcoming OECD volume) 

Definition of the relevant product and geographic markets is a 
key step in the analysis of most types of competition law cases. This 
paper synthesizes the lessons to be learned regarding market definition 
in abuse of dominant position cases from a wide range of scholarly 
writings as well as the Bureau's experience in three recent enforcement 
cases, the NutraSweet , Laidlaw and A.C. Niesen matters. The paper 
suggests that the Competition Tribunal has developed a pragmatic 
approach to market definition that takes due account of economic 
learning and compares favorably with approaches followed in foreign 
jurisdictions. 

6. Halldor P. Palsson, An Analysis of the Price Impact of Dumping Duties 
on the Canadian Refined Sugar Market (Paper prepared as an 
Appendix to the Director's Submission in a Public Interest 
Determination Pursuant to Section 45 of the Special Import Measures 
Act, December 4, 1995) 

This paper, which was prepared in support of an intervention 
by the Bureau in an antidumping case before the Canadian 
International Trade Tribunal, argues that sugar imports have moved 
the domestic sugar industry toward a more competitive equilibrium 
and that the competitive fringe provided by imports has been an 
effective competitive check on the domestic monopoly-duopoly in 
sugar refining. Reflecting this, it argues that the public interest would 
not be served by the imposition of antidumping duties in this case. 

7. Margaret Sanderson, Efficiency Analysis in Canadian Merger Cases 
(Remarks prepared for the Federal Trade Commission Hearings on 
Global and Innovation-Based Competition, November 2, 1995) 

This paper examines the subject of efficiency analysis in merger 
cases under the Canadian Competition Act. It was prepared for a set of 
hearings undertaken by the U.S. Federal Trade Commission which 
examined the implications of globalization and innovation-based 
competition for antitrust policy. The paper notes that the essential 
difference in Canadas  approach to merger enforcement from that of 
the U.S. federal antitrust authorities is the use of a total welfare 
standard when evaluating efficiencies. This difference has not led to a 
flood of anticompetitive mergers being approved on the basis of 
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efficiencies. The paper argues that the infrequency of efficiency trade-off 
cases should not be surprising when one considers the infrequency 
with which mergers are found to give rise to a substantial lessening or 
prevention of competition under the Canadian statute. 

8. Arthur Kaell, The Role of Efficiencies in the Treatment of Mergers and 
Horizontal Agreements (Paper prepared for a Mini-Roundtable of the 
OECD on Efficiencies, November 1995) 

This paper reviews the treatment of efficiency defense claims in 
respect of criminal and civil provisions of Canada's competition law, 
including criminal conspiracy, abuse of dominance, specialization 
agreements, mergers, and joint ventures. It explains the total welfare 
approach to defining efficiencies that is adopted in Canada and 
discusses the acceptable savings that can be claimed as well as relevant 
decisions of the Competition Tribunal. 

9. Halldor Palsson and Andrew N. Kleit, Horizontal Concentration and 
Anticompetitive Behavior in the Central Canadian Cement 
Industry: Testing Arbitrage Cost Hypotheses (Paper submitted for 
publication in the International Journal of Industrial Organization, 
October 1995) 

The paper provides a theoretical and empirical assessment of 
alternative hypotheses regarding collusion and arbitrage costs with 
reference to the post-1971 Toronto cement market. Evidence 
discussed in the paper indicates that market price has a negative 
effect on concentration, implying that the firms in this market act, 
with significant though limited success, as a cartel. 

10. Margaret Sanderson, "Antitrust and Health Care: A Canadian's 
Perspective," Antitrust Bulletin, vol. 39 no. 2 (Sumzner) 1994, 
pp. 415-429* 

This paper provides commentary, from a Canadian perspective, 
on four American papers that consider the role which antitrust policy 
should play within changing health care markets. While health care 
markets display unique characteristics which differentiate them from 
other markets, American policy-makers have determined that 
competition is desirable and feasible, and hence there is a role for 
antitrust authorities. But, without recognition of health care's unique 
features, antitrust authorities risk losing sight of the ultimate objective, 
namely preventing reductions in overall welfare. 
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11. James Langenfeld and Margaret Sanderson, Practices that May Facilitate 
Collusion in an Oligopoly: The Canadian and U.S. Experience (Mimeo, 
June 1994) 

The paper explores some of the issues presented by business 
practices that facilitate collusion. Possible approaches to facilitating 
practices under the Canadian and U.S. competition laws are described, 
along with a number of illustrative case examples. The analysis 
highlights some of the difficulties of implementing antitrust 
challenges to facilitating practices that ensure vigorous rivalry without 
imposing unnecessary restraints on business. 

12. Patrick Hughes, Most-Favoured-Customer Clauses and Competition 
Policy (Paper presented at Carleton University Industrial Organization 
Research Unit conference, May 1994) 

The paper examines the effects of most-favoured-customer 
clauses on horizontal competition in a two-stage model of duopoly 
behaviour. Building on earlier results, it is argued that most-favoured-
customer clauses are less likely to be unilaterally profitable when they 
are used to tie pricing behaviour in multiple oligopolistic markets. In 
this case, the strategic effect of these clauses is to soften competition in 
some markets while at the same time inducing more aggressive 
competition in others. 

13. Halldor Palsson, Refusal to Supply ISOs: Xerox Digital and Kodak 
Reconsidered (Paper presented at the Carleton University Summer 
Conference on Industrial Organization, May 1994; submitted for 
publication in the Review of Industrial Organization, December 1995) 

This paper models the welfare implications of the vertical 
restraints cases involving Xerox and Digital in Canada and Kodak in 
the U.S. It argues that substitution to ISOs motivated the brand name 
manufacturers' refusal to supply in court cases involving Xerox and 
Kodak, and tying in an undertaking to the Bureau by Digital in 1992. 
The efficiency justifications for the refusals examined all depend on 
competition in the inter-brand market being strong enough to act as a 
check on the exercise of market power in the after-sale intra-brand 
market for parts and services. No direct evidence of this effect was 
presented in any of the cases examined. 
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14. Roger Ware, "Understanding Raising Rivals' Costs: A Canadian 
Perspective," Canadian Competition Record, vol. 15, no. 1, March 1994* 

This article reviews the concept of raising rivals' costs and the 
various critiques that have been made of it as a contribution to 
antitrust economics. The basic concept is that a dominant firm may 
be able to exclude rivals from a market by bidding up the price of an 
input. The author concludes that the theory of raising rivals' costs 
provides important insights, but has failed to provide a 
comprehensive framework for the understanding of strategic 
behaviour. 

15. Margaret Sanderson, /t is Better to Know Some of the Questions Than 
All of the Answers (Paper prepared for the Canadian Bar Association 
Conference on Living with the Competition Act in the 1990s, 
Vancouver, October 1993) 

This paper explores issues of joint dominance and some of the 
exclusionary practices that may be associated with it. To deal with these 
issues, the relevant economic theory is discussed, following which is 
an outline of recent case examples, primarily from the United States. 
The final section explores some of the possible reactions Canadian 
competition authorities may have in dealing with this behaviour. 

16. Margaret Sanderson and Ann Wallwork, "Divestiture Relief in 
Merger Cases: An Assessment of the Canadian Experience," McGill 
Law Journal,  vol. 38, 1993* 

Divestiture is the most common form of relief used by antitrust 
authorities to address anti-competitive mergers. In this article, the 
authors discuss whether competition authorities, in using this tool, 
have achieved effective relief to anti-competitive mergers. It is the 
authors' opinion that, not unlike the American experience, the initial 
use of divestitures as a remedy to anti-competitive mergers in Canada 
was characterized by a number of problems. As a result, the authors 
recommend that Canadian authorities further formalize their 
procedures in respect of divestiture relief. 
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III. COMPETITION POLICY AND INTELLECTUAL PROPERTY RIGHTS 

Nancy Gallini and Robert D. Anderson, Competition Policy, 
Intellectual Property Rights and International Economic Integration 
(A set of papers conunissioned by the Competition Bureau in 
cooperation with the Canadian Intellectual Property Office and the 
Microeconomic Policy Analysis Branch of Industry Canada, to be 
published in a forthcoming research volume) 

This major set of papers explores the relationships between 
intellectual property rights, competition policy and innovation with 
reference to market structure and business practices in the Canadian 
and U.S. economies. In addition to framework and empirical issues, 
the papers provide guidance regarding the application of competition 
law to particular business practices. The papers in this set include: 

(1) Rob Anderson and Nancy Gallini, Competition Policy, 
Intellectual Property and Innovation: An Introduction 

(2) Nancy Gallini and Michael Trebilcock, The Competition 
Treatment of Intellectual Property Rights in Canada and 
the U.S.: An Overview of Legal and Economic Issues 

(3) Don McFetridge, Intellectual Property, Technology 
Diffusion and Growth in Canada 

(4) Robert Merges, Antitrust Review of Patent Acquisitions: 
Property Rights, Firm Boundaries and Organization 

(5) William Baxter and Dan Kessler, The Law and Economics 
of Tying Arrangements 

(6) Patrick Rey and Ralph Winter, Exclusivity Restrictions 
and Intellectual Property 

(7) Jeffrey Church and Roger Ware, Network Industries, 
Standardization and Competition Policy 

(8) Suzanne Scotchmer, Joint Ventures and Other 
Cooperative Arrangements 

(9) Richard Gilbert, Competition Policy, Innovation and the 
1995 U.S. Guidelines on Intellectual Property 
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(10) Derek Ireland, Consumer Perspectives on Competition 
Policy, and Intellectual Property in an Information-Based 
Economy 

(11) Willard Tom, Recent U.S. Enforcement Initiatives 
Relating to Competition Policy and IP 

(12) Rob Anderson, Paul Feuer, Brian Rivard and Mark 
Ronayne, Intellectual Property Rights and International 
Market Segmentation in the North American Free Trade 
Area 

The above papers were presented and critically reviewed at an 
Authors' Symposium held in Aylmer, Québec in May 1996. Currently, 
it is anticipated that they will be published as a volume in the Industry 
Canada Research Series. Interest in reviewing the papers for possible 
publication has also been received from a major U.S. academic 
publisher as well as a leading U.S. legal and economic journal. 

IV. COMPETMON POLICY AND ECONOMIC REGULATION 

(N.B. — The list of papers in this section does not include formal 
submissions by the Competition Bureau to federal and provincial 
regulatory and other bodies to which EIA staff have contributed. These 
would include recent submissions to the CRTC, the Ontario Advisory 
Committee on Competition in the Provincial Electricity System, the 
Canada Post Mandate Review Committee and other bodies. These 
submissions are available from the Bureau's Resource Centre.) 

1. Robert D. Anderson, Abraham Hollander and Joseph Monteiro, 
Regulatory Reform and the Expanding Role of Competition Policy in 
the Canadian Economy, 1986-96 (A paper prepared for publication in a 
special issue of the Review of Industrial Organization to commemorate 
the Tenth Anniversary of Canada's 1986 Competition Act) 

This paper examines the interface between competition policy 
and industry-specific regulation in the Canadian economy. It discusses 
conceptual differences between direct economic regulation and 
competition policy, and the factors underlying the reforms 
implemented in key economic sectors over the past decade. It delves 
into jurisprudential issues regarding the interface between competition 
law and regulation, as well as the implications of regulatory 
forbearance. The paper as a whole highlights the role of competition 
policy in supporting pro-competitive reforms of direct economic 
regulation. 
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2. G. Bruce Doem, Institutional Relations Between Sectoral and 
Framework Regulators: Implications for the Telecommunications 
Sector (Competition Bureau and Telecommunications Sector, Industry 
Canada, Joint Working Paper, March 1996) 

The purpose of the paper is to examine key institutional issues 
in the relationships between competition regulators and sectoral 
regulators with a particular focus on the implications of these issues for 
the regulation of the telecommunications sector. The examination 
draws on the institutional experience of Canada, the United States, the 
United Kingdom, and the European Union. 

3. Randall E. Westgren and Larry J. Martin, Public Policy Implications of 
the Resource -Based Theory of Firm Strategy (Competition Bureau, 
Working Paper, November 1995) 

This paper extends earlier work done by the George Morris 
Centre on the Resource-Based Theory of the Firm. It fleshes out the 
concepts of the model further and relates it to the product characteristic 
model developed some years ago by Kevin Lancaster and uses the 
model for public policy analysis. Three distinct types of public policy 
are analyzed: competition policy, farm incomes and quality assurance 
policy, and technical regulations. 

4. Efichios Sophocles Sartzetakis, Emission Permits Markets as Vehicles 
for Raising Rivals' Cost Strategies (Competition Bureau, Working 
Paper, September 1995) 

The paper examines two ways in which a firm in an oligopolistic 
industry that is emissions are regulated with the use of a tradable 
emissions permits system, can use its power in the permits market to 
limit competition the product market. First the paper examines the 
extent to which the price of emission permits can be manipulated by a 
firm that has power in the permits market and second whether permits 
prièe manipulation can lead to entry deterrence. 

5. Val Traversy, The Information Highway Marketplace: Competing for 
the Consumer (Insight Conference, October 1995) 

These remarks provide a competition policy perspective on 
four dimensions of the rapidly-evolving electronic marketplace: 
recent developments in the federal government's policy thinking on 
telecommunications and the information highway; the current set of 
big policy issues in this field; the challenges of this economic and 
policy environment for competition law and law enforcement; and 
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the growing significance of international markets and international 
rules. 

6. Edward Kahn, Competition Issues in the Electricity Sector 
(Paper prepared for the Bureau of Competition Policy, April 1994) 

This paper reviews current economic thinking regarding the 
scope for efficient competition in the electricity industry and related 
regulatory policy issues. In addition, the paper examines international 
experience on the introduction of competition in the electricity 
industry. The countries surveyed include Norway, the U.K., New 
Zealand, the U.S. and Australia. 

7. Timothy Denton, Transactions not Transmissions: The Electronic 
Marketplace and the Computer Revolution (A paper prepared for the 
Bureau of Competition Policy, March 1994) 

This paper comments upon key trends relating to the 
"electronic marketplace" and outlines some basic dimensions of a 
strategy and approach for competition advocacy in this sector. The 
conventional view of the "electronic highway" focuses attention on 
the means of transmission rather than the markets that will be 
assembled from these new technical possibilities. The paper argues, 
however, that the combination of networks, computers, software and 
services will create an electronic marketplace (hence, the subtitle: 
Transactions, not Transmissions ). 

8. Joseph Monteiro, "Representations by the Bureau of Competition 
Policy: The First Fifteen Years," Canadian Competition Record, 
Volume 15, No. 1, March 1994, pp. 17-38* 

This article examines the nature of representations by the 
Bureau of Competition Policy in the period 1976-1991, the overall 
impacts and contributions of these representations, and new directions 
in the Director's regulatory interventions in recent years. The paper 
concludes by indicating the significant contributions of the Director 
in fostering competitive based solutions in the regulated sector by 
interventions. A sectoral breakdown of the Director's representations 
is also provided. 
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V. 'THEORETICAL ISSUES IN INDUSTRIAL ORGANIZATION 

1. Jeffrey Church and Roger Ware, "Delegation, Market Share and Limit 
Price in Sequential Entry Models," International Journal of Industrial 
Organization (forthcoming)* 

This paper examines issues relating to entry deterrence and 
limit pricing. The authors construct a model of equilibrium market 
structure with sequential entry in which firms have U-shaped average 
cost curves. The equilibrium is characterized completely in the case of 
linear demand and quadratic costs. The authors determine the 
circumstances under which delegation of entry deterrence occurs. 
Whether firms delegated the task of entry deterrence find it costly or 
not is shown to depend in a parametric way on the limit price. The 
authors show that the strategic equilibrium is socially inefficient 
relative to the free-entry Cournot equilibrium. 

2. Andy Baziliauskas and Brian Rivard, Impeding Toe-Hold Entry 
Through Exclusive Contracts (Draft Working Paper, June 1996) 

This paper provides a theoretical analysis of issues relating to 
exclusive contracting and entry deterrence. In particular, it provides 
a novel explanation of how exclusive contracts can successfully deter 
new entry by foreclosing access to new buyers. It is argued that such 
an explanation is relevant to issues regarding exclusive contracts that 
arose, for example, in the NutraSweet case. 

3. Andy Baziliauskas, Optimal Incentive Compatible Mechanisms With 
Investment (Fall 1995; an early version of this paper was presented 
at the Western Economics Association meetings, June 1994) 

This paper studies two theoretical problems relating to the 
optimal structure of contracts and investment. In each case, the 
designer of the optimal contract must take into account investment 
incentives and the fact that agents have private information about 
their preferences. 

4. Ignatius Horstmann and Brian Rivard, A Note on Advertising (Draft 
Working Paper, May 1996) 

This paper presents a model of endogenous product differentiation 
and advertising. It examines the role of advertising as a direct and 
indirect signal of product quality. It also demonstrates the existence of 
equilibria with cyclic advertising campaigns. 
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5. Jeffrey Church and Neil Gandal, Systems Competition, Vertical 
Merger and Foreclosure (Discussion Paper: University of Calgary, 
August 1995)* 

This paper addresses the issue of market foreclosure through 
vertical integration in the context of markets where consumers 
purchase systems composed of hardware and software. Foreclosure 
occurs when a hardware firm merges with a software firm and the 
integrated firm ceases to supply compatible software for a rival 
technology or system. The authors find that foreclosure can be an 
effective strategy to monopolize the hardware market. They also 
conclude that the foreclosure equilibrium is inefficient: total surplus 
would be higher without foreclosure. 

6. Brian Rivard, "Monopolistic Competition, Increasing Retu rns and 
Self-Fulfilling Prophecies," Journal of Economic Theory, vol. 62, 1994, 
pp. 346-362* 

This paper examines a model in which extraneous uncertainty 
can generate economic fluctuations. In particular, economic agents 
form expectations of future fundamental economic variables based on 
the realization of random, non fundamental economic variables. In 
equilibrium, these expectations are self-fulfilling. Equilibria of this 
nature are referred to as Sunspot equilibria. 

7. Lilla Csorgo, Subcontracting Patterns and Their Policy Implications 
(Paper presented at the Western Economics Association meetings, June 
1994) 

Subcontracting is of interest not only because it may be a conduit 
for linkages between the formal and informal sectors or between 
small/medium sized enterprises and large industry, but because it may 
contribute directly to the efficiency and equity of the economy as a whole. 
The main findings of this study are that market forces tend to create 
subcontracting, as opposed to in-house production, in cases where it is 
efficient, with the rate, timing, and the goods involved in subcontracting 
being very closely related to transaction costs and technology. 
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8. Patrick Hughes, Cournot Oligopoly Distortions, Efficiency Gains and 
the Competition Policy Approach to Horizontal Mergers (Paper 
presented at the Canadian Economics Association meeting, May 1993) 

This paper examines the effect of horizontal mergers on Cournot 
distortions and efficiency. It is argued that mergers can have effects on 
both internal and external efficiency and that the magnitude of these 
effects depends not only on the combined pre-merger market shares of 
the parties relative to outside firms, but also on the disparity between 
the parties' individual market shares. The paper then concludes that 
an assessment of "efficiency justifications" can act as a criteria for 
determining the likely net effect of a merger on welfare. 

VI. CANADIAN AND COMPARATIVE COMPETITION POLICY 
INSTITUTIONS 

1. Philip B. Marsden, Competition Paradigms and Policies in the Triad 
(Competition Bureau, Working Paper, forthcoming fall 1996) 

This paper compares the philosophical underpinnings of 
competition, and the resulting forms of competition policy, in North 
America, Europe and Japan. It argues that the North American approach 
to competition policy is fundamentally economic, emphasizing the search 
for efficiencies and consumer welfare; that of the EC is political, in search 
of "integration" and Community welfare; and competition policy in 
communitarian Japan takes a legal approach emphasizing "fairness" and 
corporate welfare in a community sense. Each society's approach is 
endemic to its own market and not readily transferable to the others. 

2. G. Bruce Doern and Stephen Wilkes, eds., Comparative Competition 
Policy: National Institutions in a Global Market (Oxford: Clarendon Press, 
1996)*,** 

This volume examines the implications of globalization and the 
growing interest in the international dimensions of competition policy for 
the institutional structure of competition policy in OECD countries. It 
examines the evolving role and boundaries of competition policy as well as 
the institutional culture of competition agencies from a political scene and 
public administration point of view. The book contains separate chapters 
outlining the institutional structure of competition policy in the U.S., 
Canada, Japan, the European Community, the United Kingdom and 
Germany, as well as s the implications of current pressures for 
reconciliation of trade and competition policies. 
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3. G. Bruce Doern, Fairer Play: Canadian Competition Policy Institutions 
in a Global Market (Toronto: C.D. Howe Institute: 1995)*," 

Professor Doern's analysis provides an explicit political economy 
and institutional perspective on the structure and dynamics of 
competition policy in Canada and elsewhere. It examines the 
implementation of the major reforms enacted to Canadian competition 
legislation in 1986 and the organization and structure of the Bureau. The 
study highlights the increasing international focus of competition agencies 
in major OECD countries as well as the countervailing towards assertion 
of domestic policy priorities in the context of international relations. 

"N.B. These two studies were not prepared directly for the EIA 
Branch, but incorporate analyses that were initially prepared for the 
Branch. 

VII. INTERNATIONAL ASPECTS OF COMPETITION POLICY 

1. Zulfi Sadeque, Competition Law and Policy: A Canadian Perspective 
(Paper presented at the first meeting of the Working Group on 
Competition Policy of the Free Trade Area of the Americas, Lima, Peru, 
May 16-17, 1996) 

This paper identifies the principal features of the Competition 
Act and describes the administrative structure of the Competition 
Bureau and of the Competition Tribunal. It articulates reasons why the 
adoption and enforcement of competition law and policy is vital in the 
countries of the Western Hemisphere, to ensure that the benefits of 
trade and investrnent liberalization are not offset by the presence of 
private restrictive business practices. 

2. Arthur Kaell, Derek Ireland and Zulfi Sadeque, Trade, Competition 
Policy, Innovation and Market Access (Paper presented to a Roundtable 
of the OECD Trade Conunittee on New Dimensions of Market Access 
in a Globalizing World Economy, in Paris, June 1994) 

This paper examines the compatibility of competition and trade 
policy in light of the requirements of innovation policy. It concludes 
that the need to accommodate innovation complicates the relationship 
between trade and competition policy, though the severity of these 
problems will vary, depending on the characteristics of the countries in 
question. 
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3. S. Zulfi Sadeque, "Competition Law, Market Integration and the 
NAFTA: The Canadian Perspective," in Competencia Economica Y 
Tratado de Libre Comercio (Mexico City: Konrad Adenauer Stiftung, 
May 1994)* 

This is the text of a presentation made to a conference on 
Mexican Competition Law and the North American Free Trade 
Agreement held in Mexico City. The paper emphasizes the general 
importance of competition policy for ensuring that the gains from 
trade liberalization are not offset by private barriers to trade. By way 
of illustration, it discusses the role that competition policy has played 
in sustaining Canadian competitiveness in the presence of freer trade. 

4. Derek Ireland, Zulfi Sadeque and Don Partridge, Globalization, the 
Canadian Competition Act, and the Future Policy Agenda (May 1993) 

This paper was prepared for the Conference on Trade, 
Investment and Competition Policies: Conflict or Convergence which 
was held by the Centre for Trade Policy and Law in Ottawa, May 18-19, 
1993. It examines the role and importance of Canadian competition 
policy under a freer trade regime. It also offers some thoughts on the 
role of competition policy in Canada's future policy agenda, both 
internationally and domestically. 

5. Arthur Kaell, International Linkages: Competition and Industrial 
Policies (Bureau of Competition Policy, mimeo, December 1992) 

This paper provides a theoretical and analytical context for 
assessing the complex interactions between competition and industrial 
policies in the international setting. It points out that, in comparison 
to other policy instruments, competition policy is based on legal 
statutes, a fairly common set of underlying principles, national 
treatment, and transparent procedures. These attributes suggest the 
possibility of an expanded role for competition policy in bringing 
efficiency and harmony to global markets. 

*= For copyright-related reasons, copies are available only from the publisher. 
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