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FOREWORD

With the coming of the North American Free Trade Area, the Section of Antitrust
Law saw the opportunity to contribute to the liberalization of trade and investment on the
continent through competition policy. The Section appointed a Task Force on the Competition:
Dimension of NAFTA. The Task Force submitted its Report, proposing eight framework
principles and detailing options and suggestions for carrying them out. The Section of Antitrust
Law approved the Report, adopting the framework principles and commending the options and
suggestions for the consideration of policymakers. It submitted to the ABA House of Delegates
the eight framework principles, which the House of Delegates adopted, as Resolution 1164, on
August 9, 1994,

As the Task Force Report reveals, there are many chalienges and intricacies
involved in the task of achieving coordination and market integration through free competition
in a free trade area. The Task Force Report provides roadmaps through this complex terrain.

The Report should be useful to the NAFTA working groups and the trade and
competition officials of the three NAFTA nations as they address the difficult problems at the
interface of trade and comgpetition. It should be useful, likewise, to the antitrust bars of all three
nations as they seek to understand the convergences and divergences of the three sets of antitrust
laws. Also, it should be useful to officials, policymakers, and academics around the world as
they grapple with the challenge of coordination and convergence of the competition policies of
nations and the harmonization of competition and trade policies in the wake of global
competition.

The Section of Antitrust Law is indebted to the members of the Task Force, and
gives particular thanks to the antitrust officials of all three NAFTA nations who served ex officio
on the Task Force and who, without endorsing any of the suggestions, provided an invaluable
resource.

Alan H. Silberman
Chair, Section of Antitrust Law
1993-1994

August 1994
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CHAPTER ONE
INTRODUCTION AND EXECUTIVE SUMMARY

Principles, Suggestions and Options for Consideration by the
Working Groups and Other Appropriate Bodies

I. INTRODUCTION

On Jaguary 1, 1994, the North American Free Trade Agreement ("NAFTA")
became effective, immediately abolishing numerous trade barriers among Capada, the United
States and Mexico. In addition to ¢liminating and phasing out tariffs and quotas, NAFTA takes
market-freeing, progress-promoting initiatives, mainly in the areas of intellectual property,
financial services, cross-border investment, technical standards. telecommunications, and
competition law, while providing for certain enforcement mechanisms in the areas of environmeut
and lahor.

Competitiou policy” is an important area for study in the context of NAFTA, for
five reasons. First, competition policy and trade policy go hand in hand in providing
fundamental economic underpinnings of market economies, notwithstanding siguificant
derogations from these policies. Just as free trade mcasures lift government barriers to made,
competition law enforcement can eliminate private barriers to trade. Second, as trade becomes
freer, private and national incentives to block trade and protect traditional markets may become
stronger; a competition policy to prevent rebuilding barriers by anticompetitive restraints becomes
more imperative. Third, as trade becomes freer, distuption of trade flows by disharmonies in
nations’ laws becomes more visible, and the opportudity is presented to examine and perhaps
alleviate these disruptions. Fourth, the increased closeness of neighbors carries with it the
likelihood that more problems will be common problemns and the possibility that common
solutions may be superior 10 individual solutions. Fifth, elashes of national policies are also
likely to become more apparent, stimulating the now closer neighbors to decide upon rules of
procedure, process, priority, deference, and, where common substantive solutions are pot feasible,
modes for resolution of disputes.

The first two reasons are specific to competition as a fundamental policy for thc
free rade area. The latter three are mare broadly applicable. Side agreements to NAFTA reflect
cooperative initiatives already taken regarding’ labor and the environment. This Report, by
identifying problems, opportunities. and options in the area of competition law, could help to
advance the economic interests of North Americans that are served by competition policy, and,
as well. the Report could hecome a resource for cooperative efforts in other arcas of law.

v We usc the phrase "competition policy” 1o describe a set of issues broader than
prescriptive antitrust rules. Compctition policy includes couditivns for compertition,
and 1t addresses to some extent public as well as private restraints on competition.
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We address some bard questions in this Report. Jtems in this category include
convergense of antitrust and antdumping law in the fiee trade area, treatment of blocking
statutes, the role of comity, recognition of damage judgments, and dispute resolution. We do not
necessartiy agree oo the answers to these hard quesnons but we do agree that the questions need
to be addressed. In some cases solutions may require the building of broad-based consensus
among the iegal, business and poiitical communities in cach natiou. Extensive copsultahons
armong the governments and other interested parties may advance the effort. The dialogues and
coordinative efforts suggested herein for consideranon by the working groups may be important
first steps. :

1l. STATEMENT OF PRINCIPLES

This Report suggests framework principles for developing the competition
dimension of NAFTA, and provides an elaboration of how those principles might be put into
practice. The pninciples are:”

The Governments of the three NAFTA Parties should work
together on the following tasks and towards the following goals:

identifying the creation of a barrier-free and distortion-free
North America as a fundamentai goal;

enforcing national antitrust laws:

. prohibiting hard-core cartels that harm other NAFTA

nations;

. seeking a common approach to principles of comuty,

. seeking convergeuce of antitrust procedures where feasible
and efficient;

. cooperating in antitrust discovery and enforcement;

addressing the interrelationship between the trade laws and
the antitrust laws; and

considering the development of institutions for dispute
resolution in competition matiers.

i

The cight framework principles, which follow, were approved by the American Bar

Asisociatiox: as Resolution i 16A on August 9, 1994, The principles are therefore ABA
policy.
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CHAPTER SIX

ANTIDUMPING AND ANTITRUST

L INTRODUCTION

The creation of 2 free trade are2 focuses attention on the interaction of antidwn-
ping laws and competition iaw. There has always been tension between these two areas of law,
and also between them and sefeguard or “escape” clause relief. This stress stems from the very
different objectives served by the three bodies of law, which are:

(i) antidumping remedies focus on material injury to domestic producers from
internationa! price discriminstion;”

(i) safeguard or “escape” clause relief (Section 201) focuses on the short term
effects of an increased volume of (fairly taded) imports that are a
substantial cause of serious injury to domestic producers; and

(iii) antitrust/competition law, in particular below cost (predatory) pricing
law,” focuses on consumer welfare effects of anticomperitive conduct
cmanating from any source, private, domestic or foreign in origin.

The creation of a free trade area both brings these differences to the forefront and provides an
opportunity to address them. Before discussing these implications, we first review the general
statutory and regulatory framework of the U.S. trade laws.

1l. THE TRADE LAWS

In this section, we focus on the U.S. trade laws to frame our discussion of the
differences between the way in which price discrimination and below cost pricing are dealt with
under the trade and antitrust laws. Since the wade laws of each NAFTA Party are GATT-based
(ie, based on guidelines authorized by the General Apreement on Tariffs and Trade), the
processes under each are generally similar,?

There is a clear relationship between antidumping and countervailing duty trade
remedies which address injury from foreign government subsidization of exports. The
issue of subsidies is analyzed substantively elsewhere in this report. It should be
emphasized, however, that the injury analysis of antidumping is alsc applicable to the
countervailing duty law.

f

The parameters of this law are discussed in the appendix to this chapter.

¥ The participants in the recently concluded Uruguay Round of GATT negotiations have
agreed to some important changes to these guidelines which, if implemented by their

(continued...)
138
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In the United States, the analysis of allegations that certain foreign imports are
being "dumped" into the U.S. market is conducted under e bifurcated process® First, in
response to the filing of a petition by the domestic industry, the Department of Commerce (the
"DOC") makes a preliminary determination of whether a dumping margin exists; that is, the DOC
determines whether an mmported product is being sold in the United States at "less than its fair
value” (normally its price in the home market). Where there are np sales or an insufficient
number of arms-length sales in the home market, the DOC may then look to the sales in some
similar third country or to constructed value which includes the costs of production, profits and
overhead.” Accordingly, in the first instance the avalysis of dumping by the DOC is about
international price discrimination and only secondarily about costs.

More or less coneurrently with the DOC invastigation, the International Trade
Commission (the "ITC") assesses whether the domestic U.S. industry has suffered material injury
as a result of the dumped imports. Subsequently, the DOC makes a final determination of the
dumping margin. If both the DOC and the ITC reach final affirmative determinations, then ac
actidumping duty order is issued directing the antidumping duties be assessed in addition to the
normal duties imposed on imports of the merchandise. The amount of the antidumping duty is
appraised on an entry-by-entry basis; any merchandise entering at or above its fair value (price)
will not be assessed the antidumping duty. At this stage, Canada provides for a discretionary
inquiry by the Canadian International Trade Tribupal (the "CITT") to make a report to the
Minister of Finance on whether the imposition of an antidumping duty would.be in the Canadian
"public interest."¥

Fouw interesting features of the administration of the dumping laws should be
discussed. First, a domestic industry is defined as "the domestic producers as a whole of a like
product, or those producers whose collective output of the like product constitutes a rmajor

¥(...continued)
tespective governments by July 1, 1995, may go part of the way toward resolving
some of the issues discussed in this Chapter, particularly the determination of material
wjury. See, The Final Act Embodying the Results of the Uruguay Round of
Mulrilateral Trade Negotiations, MTN/FA, December 15, 1993, Special Distribution

(UR-93-0246), and in particular the Agreement on Implementation of Article VI of
GATT 1994, MTN/FA TI-A1A-8 contained therein,

With respect to Section 201 escape clause actions, the ITC alone determines whether
increased imports have caused or threaten to cause serious injury to a domestic U.S.
dustry and theu recommends to the President relief that is adequate to remedy such
injury.

¥ See generally 19 U.S.C. §§ 1673, 1677.

v Section 45, The Special Import Measures Act, R.S.C. 1985, ¢, 47 (4th Supp.) as
amended (the "SIMA™,

139
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proportion of the total domestic production of that product . . , ."” The determination of the
domnestic indusuy is more consistent with the DOJ’s pre-1982 approach to market deﬁnitiou_ in
merger cases than with the inquiry currently conducted under the "hypothetical monopolist”
approach employed by the DOJ and the FTC in respect of merger evaluations ¥

Second, in the “garden variety" dumping case involving allegadons of international
price discrimination, pricé comparisons are made on an ex-factory (netback) basis, thus
facilitating a comparison of the foreign and domestic goods at a similar level in the production
aud marketing process.” Thereby, a foreign producer can be found to have made sales in the
United States at "less than fair value" even though those sales were profitable or covered average
variable or marginal costs,'?

Third, where an insufficient number of foreign home market sales or where no
appropriate third country sales are found, the DOC is instructed to use the "constructed value
method” to calculate the dumping margin.'” When this method is used, the DOC examines
fully allocated costs, not average variable or marginal costs.'”

v "Like product” is defined as "a product which is like, or in the absence of like, most
similar in characteristics and uses with, the article subject to investigation under this
subtitle.” 19 U.S.C, 1677 (4XA). In escape clause actions, the domestic industry is
defined as those domestic firms producing an article that is “like or directly
competitive with" the imported article in question. 19 US.C. 2522 (cX4).

v K. Kelly, Empirical Analysis for Antitrust and Internationai Trade, 61 U. Cincinnaii L.
Rev. 889, 892-897 (1993).

¥ HM. Applebaum and D.R. Grace, U.S. Antitrust Law and Antidumping Actions Under
Title VI of the Trade Agreements Act of 1979, 56 Antirust L.J. 497, 508 (1987).

v H.M. Applebaum, The Interface of Trade/ Competition Law and Policy: An Antitrust
Perspective, 56 Antitrust L.J. 409, 411 ( 1987). Furthermore, the law requires that if
certain home market sales are made at prices below the cost of production, such sales
are 1o be disregarded when determining foreign market value. See also, T. Murray,
The Administration of ihe Antidumping Law by the Depariment of Commerce, in Down
in the Dumps: Administration of the Unfair Trade Laws 23, 38-40 (R. Boltuck and
R.E. Litan ¢ds., 1991). Applebaum and Grace, supra, note 9 at 508, note that "in
recent years, more than balf of the antidumping petitions filed by U.S. producers have
contained allegations of below-cost sales in the foreign home market. In many of
these cases, the (DOC) has used constructed value, rather than home market prices to
caiculate dumping margins."

v 19 US.C. § 1677(b).
”" Applebaum, supra, note 10 at 411, U.S. law zlso specifies that minimums for
overhead (10 percent of operating expenses) and for profit (8 percent of operating
(contnued...)
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Fourth, under United States antidumping law, before obtaining relief, 2 showing
must be made that the chalienged imports are a contributing cause of “material injury” (defined
as “harm which is not inconsequential, immaterial, or unimportant™) to the domestic industry.”
In contrast, the safeguard remedy requires a showing that the increased imports are “a substantial
cause [defined as “a cause which is important and not less than any other cause”] of serious
injury” to the domestic industry before relief can be granted. '

Each of the features of the trade laws discussed is rooted in the principal
objectives scrved by the trade laws, to protect U.S. producers from unfairly {with respect to
dumping) or fairly (with respect to escape clause actions) traded foreign imports. In the next
section, we discuss how NAFTA may affect the underpinning of the trade laws where unports
from NAFTA Parties are concerned.

Ol THE EFFECT OF A FREE TRADE AREA ON THE ANALYSIS OF THE ROLES OF .
ANTIDUMPING AND ANTITRUST

The antidumping iaws in North Americs arc generally designed and applied in a
manner consistent with the objectives identified in Section 1.'" However, the commitment to
these objectives are affected by the creation of a free trade area. There are at least three areas
in witich the objectives of antidumping law are affected by the creation of a free rade area.

*2(...continued)
expenses) be included in the constructed value. See generally, Mutray supra, note 10
at 48-49. 19 U.S.C. § 1677b (s)(1)XB)(i) & (ii). Reguletions under SIMA in Caqada
only mandate the inclusion of a minimum for profits. SOR/84-927, r.] L(dH V).

B 19 US.C. §§ 1673, 1677(T)A).
¥ 19 US.C. §§ 2251(a), 2252(bX1)(B).

The substantive and procedural aspects of antidumping (and countervailing duty) law
in North America have been extensively critiqued elsewhere, See generally, Richard
Boltuck and Rubert Litan, eds. supra, note 10; Symposium on Unfair Impor:s, 61
University of Cincinnati Law Review 877 (1993): AM. Rugrman and S.D. Parteous,
Canadian-and U.S. Unfair Trade Laws: A Comparison of Their Legal and
Administrative Structures, 15 North Carolina Journal of International Law and
Commercial Regulation 67 (1990); J.R. Holbein, Comparative Analysis of Specific
Elemenis in United States and Canadian Unfair Trade Law, 26 The International
Lawyer 873 (Winter 1992); P.F, McLaughlin, Mexica's Antidumping and Countervail
ing Duty Laws: Amenable to a Free Trade Agreement?, 23 Law and Policy in
International Business 1009 (1992); HM. Applebaum, Foreign Predation & Price
Discrimination Against U.S. Firms - Antidumping Under Title VII, Fordham Corp. L.
Inst. (1985).
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Fist, 1o the extent a free wade area is created, artificial barriers to trade are
reduced or eliminated, whether they are tariff or nontariff in nature. The reduction of these
barriers generally means less protection for domestic indusary, in conflict with the goal of
antidumping law to protect domestic industry from injury from international price discrimination,

Second, the concept of a free trade area implies that foreign and domestic products
should be given the same lega! weatment. This principle of national treatment is comsistent with
the proposition that amificial barriers to trade should be eliminated or at least reduced
substantially in a free trade area. It might be noted in this connection that the Canada/U.S. Free
Trade Agreement and NAFTA can be distinguished from the GATT by the greater degree to
which they provide for free trade in goods, services and investment. Therefore, a swonger case
exists under NAFTA for applying the principle of national treatment.

Third, the lowering of artificial trade barricrs, particularly tariffs, which is at the
beart of a free trade area, may make dumping much less likely. This is because, as tariffs are
eliminated in the free trade area, it will become more difficult for a fim to maintain a higher
price i the home market than in the export market. Attempts to maintain price differentials
where there are no tariffs should induce arbitrage and exports or re-exports to the home market,
which would climinate the price differential.

In light of these three conceptual and practical factors, free trade implies that
foreign goods subject to allegations of cross-border price diserimipation or predatory pricing
should be subjected to the same legal analysis as competing domestic goods. The rule should
be free market competition.

IV, OPTIONS FOR THE TREATMENT OF DUMPING IN THE NORTH AMERICAN
FREE TRADE AREA

We review fowr possible options for the treatment of dumping in the free trade
area, ranging from relatively minor procedural and definitional changes in antidumping law to
the complete replacement of antidumping law applicable to member states by competition law.

A.  Procedural and Definitional Changes in Antidumping Law
The first approach, which requires the least change, calls for the NAFTA nations

to make some procedural and definitional changes in their antidumping laws. The NAFTA
nations would:

(i) maintain the existing antidumpm'g law, but create or increase de minimis
thresholds for finding dumping and/or material injury;'®

@ Consideration may be given to including in antidumping proceedings analysis of the’

effect on domestic downstream producers,

142
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(ii)

(i)

[ A

allow more flexibility for industry participants to respond to information
requests and thereby avoid the use of “best information available™” by
the administrative agencies which have wide latitude to reach factual
conclusions without significant input from industry participants who may
not be able to provide data in the format required; and

continue to work at the multilateral level under the aegis of the GATT for
consistent definitions of “standing,” “domestic industry,” “material injury”
and “COS!S-"W

These changes address some of the criticisms of the present antidutnping regime,

particularly that it unduly favors domestic industry. These steps, patticularly steps (i) and (if),
will go part way toward providing national treamment to foreign competitors, which will further
the goal of a free trade area. Antitrust law is imelevant to this option.

nations to:
®
(i)

Expanded or Adjusted Use of Safeguard/
Escape Clause Remedies'™

A second approach which involves greater change would require the NAFTA

curtail or abolish the availability of antidumping remedies;

tely instead on “safeguard” remedies which generally: (a) require proof
meeting a higher standard of injury and causation; (b) are temporary; and
(¢} at least technically, require compensation to t. paid to affected trading
partners; and '

194

Under the “best information available” rule of evidence generally, triers of fact are

entitled to assume that a party in possession of information, who refuses 1o produce it,
is refusing because disclosure would not be in that party's interest. However, in
dumping investigations, parties on occasion are subjected to an adverse inference
arising from a failure to produce that is due principally to the short deadlines imposed
and the complexity of the information requested, not from an intent to obstuct the
investigatory process.

It 14

1%

See supra, note 4.

Michael 1. Trebilcock, Throwing Deep: Trade Remedy Laws in o First-Best World,

Fair Exchange: Reforming Trade Remedy Laws 235 (Michael J. Trebilcock and Robert
C. York eds., 1990).

143
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(iii) revise the current “safeguard” procedure to become more adjudicative and
less discretionary.?

Safeguard, or “escape” clause, remedies provide relief to domestic producers from
injury which is shown to be primarily due to an increased volume of imports. They are by nature
temporary, 1ntended solely to provide some breathing space to domestic industry to adjust to the
sudden influx of foreign competition.

This option replaces dumping concepts by the concept that the sheer volume of
imports from a particular country may be subject 1o temporary sanctions if it can be shown that
the volume injured domestic producers. Since the standard of proof of iujury from the sheer
import volume under safeguard remedies is generally more stringent than the standard under the
dumping laws, this approach may give foreign competitors something closer to national treatment.
For example, as discussed above, under United States antidumping law, before obtaining reiief,
a showing must be made that the challenged imports are a contributing cause of “material injury”
(defined as “harm which is not inconsequential, immaterial, or unimportant™ tw the domestic
industry. The safeguard remedy requires a showing that the increased imports are “a substantial
cause [defined as “a cause which is important and not less than any other cause™] of serious
injury” to the domestic industry before relief can be granted. Moreover, the relief provided by
the safeguard remedies is temporary, while antidumping duties may continue indefinitely or for
an extended period.?” Therefore, any handicap on foreign competitors from safeguard remedies
would be temporary and be less at odds with the concept of a free wade area.

C. Inclusion of Antitrust/Competitive Analysis
in Dumping Law®

An intermediate step directly addressing the relationship between antidumping and
competition principles is to have the NAFTA nations:

(i) maintain the existing antidumping and antitrust/competition laws as
scparaie provesses designed to address different objectives; and

**  The current process in the United States provides for a recommendation by the

International Trade Commission to the President, with the final decision © be made by
the President. The Canadian International Trade Tribunal Act, R.S.C. 1985 (4th
Supp.), c. 47, as amended, establishes a similar framework for the imposition of
“safeguard” measures.

o However, the participants in the Uruguay Round of GATT negotiations bave agreed to
make antijumping duties subject to a five year sunset provision.

= D. Wood, “Unfair” Trade Injury: 4 Competition-Based Approach. 41 Stanford Law
Review 1153 (1989) and R.D. Boltuck and §. Kaplan, Conflicting Entitlements: Can
Antidumping and Antitrust be Reconciled?, 61 U. Cincinnati L. Rev. 903 (1993).
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() use market definition, predation and injury® analysis from antitrust law
in antidumping analysis to the extent it is consistent with the protection of
dqmesn'c producers, particuiarly with respect to determigation of actionable
injury.

This approach retains the goal of the antidumping laws of protecting domestic
producers, regardiess of consumer impact.* However, it would significantly narrow the group
of activities subject to antidumping challenge within the free trade area. It accomplishes this by
raising the standard of proof in antidumping cases and making more consistent the approaches
of antitrust and trade law to the common questions of market definition (generally resulting in
a broader market definition), causation and the standard of actionable injury, Thus, actionable
injury may no longer be found unless the alleged dumping caused, and Dot just conmibuted 1o,
the injury. Such an injury analysis may also therefore permit consideration of 2 meeting
competition defense, since an import priced to meet domestic competition should not cause auy
injury to a domestic competitor distinet from that resulting from existing domestic competition.
And as antitrust remedies are limited to the actual injury suffered from the violation, dumping
margins should reflect the extent of the imjury resulting from the alleged dumping, and
antidumping duties should be calibrated to relieve domestic industry only from that injury ®
A similar approach may be taken with respect to the analysis of the presence of dumping. The
antitrust approach to determining cost may be applied in antidumping proceedings to determinc
the relevant cost of the offending imports for purposes of determining the existence of dumping.

Such an approach does not require the convergence of the legal standards under
antitrust and trade law. For example, if the analysis under both laws are identical, then there
would be agreement as to the relevant market and the injury resulting from the challenged
conduct. However, because of differing legal standards as to permissible conduct and effact, the
same injury may be acceptable under antitrust law but not under wrade law, and vice versa. This
is particularly the case where the challenged activity may have favorable consumer impact while
injuring domestic producers.

_ This approach may equalize treatment somewhat between competitors from
different member states within the free trade area. While it would arguably offer domestic
competitors protection from foreign competiion which they do not have from domestic

» This approach to injury might also he combined with considsration of injury to
domestic industries other than the industry competing with the challenged imports,
such as domestic downstream producery who purchase the impors. Such an approach
would be consistent with the goal of the antidumping laws to protect domestic
industry.

w It might be noted, bowever, that the U.S. Department of Justice and Federal Trade
Commission bave tricd wnsuccessfully to persuade the U.S. Department of Commerce
to adopt this approach. See Applebaum and Grace, supra, note 9 at 515-517.

= See, ¢.g., Applebaum, supra, note 10, for a comparison of the measuras of injury and
damages under the antidumping and the antitrust laws.

145



| I e A 3t ) li.00 e - e e wl T ot we T R T

competition, this approach should make clearer the nature and extent of the extra protection
offered by the trade laws.

D. Replace Antidumping Law Applicable to the
Parties with Antitrusy/Competition Law™

The most ambitious approach to dumping and antitrust in the free trade area is to:
(i) abolish existing domestic antidumnping law as it applies 10 NAFTA nations;

(if) rely instead on the domestic law of price discrimination, predation and
monopolization to remedy below cost pricing; and

(1il) consider applying an agreed commot legal standard in each of the NAFTA
nations.?”

This approach goes farthest in granting natione! treatment in low pricing situations

to competitors from different nations within the free trade area. It is therefore perhaps most
consistent with the principle of free trade.® 1t also provides a much smaller shield against low
priced imports than that offered by the antidumping laws. The first two parts of this approach
ensure that the standards apphicable within any NAFTA country to domestic competitors and to
competitors from other NAFTA countries are identical. This approach may require amendment
of competition laws to apply to transactions between NAFTA nations.”

&

2u

r

Fig

LR. Feltham, Competition (Antitrust) and Antidumping Laws in the Context of the
Canada/U.S. Free Trade Agreement: A Siudy for the Committee on Canada-United
States Relations of the Canadian Chamber of Commerce and the Chamber of
Commerce of the United Siates (1991); EM. Graham and M.A.A. Warner,
Muldinationals and Competition Policy in North America, in Multinationals in North
America (L. Eden ed., 1994).

The Appendix to this Chapter contains a discussion of the price discrimination and
predatory pricing laws of the NAFTA nations and some of the issues which may arise
if convergence of these laws is sought.

This replacement option is a significant feature of other trade areas, such as the
Australia-New Zecaland free trade area. This approach is favorably regarded by the
Canadian Bureau of Competition Policy. See, e.g., Calvin S. Goldman, Q.C., Director
of Investigation and Research of the Canadian Bureau of Competition Policy, Notes
for an Address on Competition, Anti-dumping and the Canada/U.S. Trade Negotiations
to the Canada/United States Law Institute of Case Western Reserve University School
of Law 12-23 (April 3, 1987).

For example, the Robinson-Patiman Act now applies only to price discrimination
within the United States.
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Part (iii) of this option is, strictly speaking, not necessary to ensure a level playing
field between domestic and foreign competitors. However, it would further the goal of
convergence of law and the efficient allocation of resources within the free trade area. A
complicating factor may be the multiplicity of antitrust jurisdictions within the United States: the
majority of the 50 states have their own antitrust laws, and there is ready availability of private
remedies.

This option raises the question of the eatment of dumping into the free trade arca
by competitors from non-NAFTA countries. If antidumping relief remains available against von-
NAFTA imports into the free trade area, then current antidumping law may not provide relief to
domestic competitors in such a situation. For example, non-NAFTA imports into one NAFTA
nation in the free trade area may not be subject to dumping challenge by domestic competitors
in another NAFTA nation,

There is also the issue of the treatment of cases against imports from several
countries. Such multi-country cases are now fairly common. If such cases are brought against
imports from NAFTA nations and other states, then under this option there will be the
phenomenon of different legal standards being applied to the same type of alleged conduct in a
single case.

Finally, this option raises questions of dispute resolution, and possibilities of a
North American competition authority which are discussed in Chapter Eight of this Report.

V. CONCLUSION

We suggest that the NAFTA Parties give further consideration to the fourth option.
The replacement of antidumping law by competition law for transactions between and within
NAFTA nations in the free trade area is more clearly consistent with the concept of a free trade
arez than the continuation of the antidumping law. The fourth option applies the principle of
national treatment implicit in the concept of a free trade area and eliminates a nontariff barrier
to trade within the free trade area. However, we recognize that this option may be a difficult one
to implement, because it does require a substantial change in the current trade law regimes of the
Parties. Therefore, we suggest that, if the fourth option is not chosen by the NAFTA nations,
the third option — applying some competition analysis in the antidumping law - be considered.
This option retains the policy objective implicit in antidumping laws of protecting domestic
industry even at the expense of domestic consumers. However, it does inject some antitrust
concepts into dumping actions. In that way, the third option can promote one of the objectives
of a free trade area, that of “leveling the playing field” between competitors from different
nations within the free trade area. The third option also may foster an environment that may be
conducive to the eventual replacement of antidumping laws by competition laws. In either case.
however, we suggest that the Antidumpting Working Group coordinate with the Article 1504
Working Group, for the tasks are interrelated.

The final two options are less desirable even though they may be more realistic
m the short term and do offer some relief from the weaknesses in the current aatidumping
regimes, because they are less consistent with the concept of a free trade area. Berwesn these
™wo options, we suggest that the second -- expanded use of safeguard and escape clause remedics
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~ is the more desirable. The standard of proof of injury from sheer import volume under
safeguard remedies is generally more stringent than the standard under the antidumping laws.
The second option also provides only temporary protection to domestic industry, in contrast to
the present indefinite protection granted by antidumping laws. Therefore, the second option may
level the playing field somewhat between domestic and foreign competitors within the free trade
zone and achieve some of the effects which the third option may attain in greater degree. The
first option -- merely procedural and definitional changes in the antidumping law — is the least
desirable although it requires the least change in the system, because it reflects to the smallest
extent the central principle of national treazment implicit in a free trade area.

V1. COMPARISON OF THE PRICE DISCRIMINATION AND
PREDATORY PRICING LAWS OF THE NAFTA NATIONS

A. Introduction

In this appendix, we briefly review the price discrimination and predatory pricing
laws in the U.S., Canada, and Mexico to assess the prospects for the convergence or
harmonization of these laws more generally if the abolition of dumping rules within the free trade
area could be achieved in the context of NAFTA.

B. Price Discrimination/Predatory Pricing Law In The United States

Price discrimination under U.S, law is governed primarily by the Section 2(a) of
the Robinson-Patman Act, which reads in pertinent part as follows:

"It shall be unlawful for any person engaged in commerce, in the course of such
commerce, either directly or indirectly, to discriminate in price between different
purchasers of commodities of like grade and quality, where either or any of the
purchases involved in such discrimination are in commerce, where such
commodities are sold for use, consumption or resale within the United States...and
where the effect of such discrimination may be substantially to lessen competition
or tend to create a monopoly in any line of commerce, or to injure, destroy or
prevent competition with any person who grants or knowingly receives the benefit
of...such disetimination.”

Accordingly, to find unlawful price discrimination there must be: (1) two sales: (2) in interstate
comrnerce; (3) for use, consumption or resale in the United States; (4) by the same seller: (5) at
different prices; (6) of commaoadities; (7) of like grade and quality; and (B) resulting in injury to
competition with the seller, the favored buyer or their customers. The Robinson-Patman Act
applies to both primary line (to competitors of the seller) and secondary line (to the disfavored
buyer) injury arising from price discrimination. Primary line injury is relevant to dumping
because the entire focus in durnping is on the injury to the rival domestic industry as an impetus
of the seller's lower pricing to buyers in 2 particular export market.
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A showing of injury to competition is generally sufficient to support injunctive
relief. although this rarely occurs,’® The FTC or a private party seeking monetary damages
under Section 4 of the Clayton Act is required to establish that it is injured in some measurabie
amouat, and that the injurv is caused by the defendant’s antimust violation.’” Generally, 2
plaintiff claiming primary line injury must show either a reasonable possibility of substantial
injury to competition through (1) actual market analysis: or (2) a rébuttable inference based upon
"predatory intent” coupled with a showing of injury to a competitor,’”

Under the first approach, which is rarely successful, courts may consider factors
such as: the level of concentration in the relevant market: the overall vigor in the contest for
business; the ranking of competitors; changes in the number of competitors; trends of prices:
relative changes in market positions; and barriers to entry.”” Under the second approach, courts
may infer predatory intent either directly or indirectly by evidence of below cost pricing.**

In US. law, below cost pricing without price discrimination can be used to
demonstrate an attempt to monopolize a market under Section 2 of the Sherman Act’ Ina
recent decision, Brooke, the U.S. Supreme Court set forth "two prerequisites to recovery” for
¢laims under Section 2 of the Sherman Act of attempted monopolization by pricing and Section
2(a) of the Robinson-Patman Act of primary-line price discrimination

First, a “plaintiff seeking to establish competitive injury resulting from a rival’s
low prices must prove that the prices are below an appropriate measure of its rival’s costs."”

W Fall Citv Industry, Inc. v. Vanco Beverage, 460 U.S, 428, 434-35 (1983).
2 J. Truett Fayne Company v. Chrysler Motors Corp., 451 U.S. 557, 562 (1981).

% See Henrv v. Chloride, 809 F.2d 1334 (8th Cir, 1987); O. Hommel Co.v. Ferro Corp.,
659 F.2d 340, 348-350 (3d Cir. 1981), cerr. denied, 455 U.S. 1125 (1982); and ITT
Continental Baking, 104 F,T.C. 280 (1984),

¥ Lomar Wholesale Gracerv, Inc. v. Dieter's Gourmet Foods, Inc., 824 F.2d 582 (8th
Cir. 1987),

' Brooke Group, Ltd. v. Brown & Williamson Tobacco Corp., 113 $.Ct. 2578, 2588-90
(1993).
¥ The Federal Trade Commission Act is not specifically discussed here since violations
of the Robinson-Patrnan Act and the ** Sherman Act also may violate the Federal
Trade Commission Act. Although very rarely used for this purpose, section § of the
Federal Trade Commission Act which addresses unfair methods of competition may be
applied to certain other pricing practices which may not be considered predatory under
the Sherman Act and the Robinsop-Patman Act.

i Brooke, supra, note 34 at 4702.

i Id. at 4702.
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However, because the parties in Brooke agreed with each other that the relevant measure of cost
was average variable cost, the Supreme Court again declined "to resolve the conflict among the
lower courts over the appropriate measure of costs.”®

In the U.S,, there is no uniform standard for predatory - below cost - pricing.
There is some support in the First, Second, Fifth and Eighth Circuits and the FTC for the
proposition that prices above short-term average variable cost are presumptively lawful and prices
below average variable costs are presumptively predatory.”* Courts in the Sixth, Eighth, Ninth,
Tenth and Eleventh Circuits have supported the proposition that prices above average total cost
are lawful, but prices between average total cost and average variable cost may be unlawful.*”
The Ninth Circuit has on occasion supported the proposition that prices above average total cost
may be unlawful where a monopolist engages in "limit pricing" in a market with otherwise high
entry barriers.*” Eschewing proof of below cost pricing, the Seventh Circuit has made the
feasibility of recouping lost profits the threshold issue in predatory pricing cases under Section
2 of the Sherman Act, but not under Section 2(a) of the Robinson-Patman Act.*

Second, where inferring a reasonable possibility of substantial injury from evidence
of predatory intent in Brooke the Court, citing Matsushita,*” and Cargill,*” held that a plaintiff

W Id. at 4702 note 1; See also: Marsushita Elecoric Industrial Co. v. Zenith Radio Corp.,
475 U.S. 585 note 8 (1986); Cargill Inc. v. Monfort of Colorado, Inc., 479 U.8. 104,
117-118 note 12 (1986); and ARCO v. U.SA. Petroleum, 110 8.Ct. 1884, 1891-1892
(1990).

9 Clamp-All Corp. v. Cast Iron Soil Pipe Institute, 851 F.2d 478, 483 (1st Cir. 1988);
Northeast Telephone Co. v. American Telephone & Telegraph Co., 651 F.2d 76, 8%
(24 Cir. 1981): International Air Industries, Inc. v. American Excelsior Co., 517 F.2d
714, 724 (5th Cir. 1975); Henry v. Chloride, 809 F.2d 1334, 1346 (8th Cir. 1987); and
ITT Continental Baking, supra, note 32, '

% . D.E. Rogers Associates, Inc. v. Gardner Denver Ca., 718 F2d 1431, 1436 (6th Cir.
1983): Morgan v. Ponder, 892 ¥.2d 1355, 1360 (8th Cir. 1989); William Inglis & Sons
Baking Co. v. Continental Baking Co., 668 F.2d 1014, 1035-1036 (9th Cir. 1981);
Pacific Engineering & Production Co. of Nevada v. Kerr-McGhee Corp., 551 F.2d
790 (10th Cir.); and McGahee v. Northern, 858 F.2d 1487, 1503-1504 (11th Cir.
1988). |

&1/

See William Inglis, supra, note 40; and Transamerica Computer Co. v. IBM, 698 F.2d
1377 (9t Cir., 1983).

ht AA. Poultry Farms v. Rose Acre Farms, Inc., 881 F.2d 1396, 1405-1406 (7th Cir.,
1989) and American Academic Suppliers v. Beckley-Cardy, 922 F.2d 1317, 1322-1323
(7th Cir. 1991). ’

4 Supra, note 38,

447

Supra, note 38.
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must demonstrate that the competitor had a "dangerous probability of recouping its investment
in below-cost prices.™” Quoting Matsushita, the Court reiterated that for an investment in
below-cost pricing to be rational, the predator "must have a reasonable expectation of recovering,
in the form of monapoly profits, more than the losses suffered.”** Furthermore, the Court re-
emphasizad that: (1) the antitrust laws were intended to protect competition, not competitors. aad
(2) the injury 1 competition and not losses suffered by the target is relevant for antitrust analysis:
and (3) without recoupmen, predatory pricing produces lower aggregate priccs in the market and
thus enhances consurner welfare.*” However, following Brooke it is not clear whether proof
of recoupment 1§ now necessary where courts determine the reasonable possibility of substantial
injury based on actual market analysis as opposed to an inference from predatory inteat.

The Robinson-latman Act provides scveral statutory defenses to price
discrimination claims. Section 2(b) allows discriminatory prices offered in good faith to meet
an equally low price of a competitor." However, the seller is permitted only to “meet” not "beat”
the competing lower price.*® Section 2(a) also allows price discrimination. "which make(s) only
due allowance for differences in the cost, manufacture, sale or delivery resulting from the
differing methods or quantities which such commodities are...sold or delivered.™”

In addition to the standard for predatory pricing, there are other unresolved issues
under U.S. law that may be relevant to a discussion of harmonizing antitrust law in North
America. First, The Robinson-Patman Act does applies where there are two sales made in the
Uuited States. If a U.S. seller exports at a different price than it sells in the U.S. market, the
Robinson-Patman Act would not be triggered; nor would it be triggered where a foreign seller
used different prices in the foreign and U.S. markets. Accordingly, the Robinson-Patman Act

“* Brooke, supra, note 34 at 4703,
“ Id. at 4703, quoting Matsushita, supra, note 38 at 588-589.
 Id at 4703,

- Great Atlantic and Pacific Tea Company, Inc. v. FTC, 440 U.S. 69 (1979). Section
2(a) also allows discriminatory prices to be offered due to "changing conditions
affecting the market for or the marketability of the goods concerned, such as...acrual or
imminent deterioration of perishable goods, obsolescence of seasonal goods, distress
sales under court process or sales in good faith in discontinuance of business in the
goods concerned.” :

~ Another frequently used defense i price discrimination cases is the judicially
constructed "availability" defense where a seller offers a high and low price but the
buyer unilaterally chooses the higher price and hence any injury is self-inflicted and
not recoverable. See e.g. Comeoa, Ine. v. NEC Telephones, Inc., 931 F.2d 655 (10th
Cir. 1991) and Bouldis v. Suzuki Motor Corp., 711 F.2d 1319 (6th Cir. 1983). This
defense is primarily applicable in secondary line injury cases and hence is not
particulatly relevant to our discussion of replacing dumping laws with primary line
price discrimination laws.
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would not be availabie as a substitute for dumping law, unless amended.®® $econd, there is
little precedent as to whether specific cost categories are variable or fixed and many courts treat
this 25 ap issue to be resolved by the jury.”” Third, most courts apply the cost standard to a
defendant’s entire line of products while some apply it to a specific brand or package size.’”
Fourth, there is no clear agreement among U.S. courts on the treatment of low introductory prices
and temporary price reductions.’

C. Canadian Price Discrimination And Predatory Pricing Law

In Canada, price discrimination is dealt with primarily in paragraph 50(1)a) of the
Competition Act which may be violated by anyone, wherever situated, who sells articles in
Canada to two or more competitors at price differences that are not justified by differences in
quantity. The law applies only 10 sales to purchasers at the same level of distribution. Proof of
competitive injury or anti-competitive intent is not required to establish the price discrimination
offense in Canada. However, as a practical matter, the less the conduct affects competition in
Canada, the less the Director will be inclined to devote scarce resources to pursue the matter.
The price discrimination provisions of the Competition Act are criminal law provisions and
consequently, 2 violation of these can expose a company to fines and individual directors,
officers, and employees to fines or imprisonment not exceeding two years. Thus far, the highest
fine imposed is $50,000 and no one has been sent to jail for price discrimination in Canada.*

A violation of the price discrimiration provisions may also give rise to civil suits
for single damages equal to the arnount of the economic loss resulting from such violation. The

' However, although it has not been challenged often, the * Robinson-Patman Act
applies to items imported for resale in the United States by a foreign supplier or
distributor who engages in price discrimination; see Matsushita, supra, note 38 at 578,

A Gee M. Denger, "Issues in Establishing Predatory Pricing Under Section 2 of the
Sherman Act and Section 2(a) of the Robinson-Patman Act”, Paper prepared for the
ABA Section on Antitrust Meeting New York (August 9, 1993) at 5. See aiso Keico
Disposal, Inc. v. Browning-Ferris Industries, 845 F.2d 404, 407-408 (2d Cir 1988);
and Janich Brothers, Inc. v. American Distilling Co., 570 F.2d 848, 858 (9th Cir.
1977), cert. denied, 439 U.S. 829 (1978).

¥ Id. 8t 5-6; see also American Academic Suppliers v. Beckley-Cardy, Inc., 922 F.2d
1317, 1321-1322 (7 Cir. 1990) and Bayou Bottling, Inc. v. Dr Pepper Co., 725 F.2d
300, 305 (5th Cir.), cert. denied, 469 U.S. 833 ( 1984),

5y Id. at 6; see also American Academic Suppliers, supra, note 42 at 1322 and Fall C, ity,

Supra, note 30.

* . See generally, Calvin S, Goldman, Q.C. and John D. Bodrug, "The Canadian Price
Discrimination Enforcement Guidelines and Their Application to Cross-Border
Transactions" The Antitrust Bulletin (forthcoming, Spring, 1994),
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private right of action has only rarely been used because of inter alia: (1) the fact that the
Competition Act provides for the recovery of only single (not multiple) damages; (2) the limited
availability of class action suits and contingency fees in Canada, particularly in the largest
province and most significant legal forum, Ountario; and (3) the application of the "English Rule"
for -allocating costs such that an unsuccessful plaintiff must pay a significant portion of the
defendant’s costs. It should be noted that Ontario has recently amended its laws to facilitate class
action suits.’™ Furthermore, contingency fees are permitied in varying degrees in most other
Canpadian provinces.*

Perhaps the most significant difference (for the purposes of harmouization)
between Canadian and U.S. price discrimination laws is that the Canadian law applies
extraterritorially. In addition, unlike in the U.S., in Canada traditionally courts have focused on
secondary line price discrimination. This is a difference in emphasis from the Robinson-Patman
Act in the U.S. which also is applicable to primary line injury (competitors of the seller) and to
tertiary line injury (1o customers of the disfavored buyers).

The Director recently issued Price Discrimination Enforcement Guidelines®”
which may significantly liberalize Canadian enforcement policy to generally permit a broader
range of functional and other discounts provided they are available to competing purchasers.
Unlike in the United States, it is not a defense to a price discrimination charge for a defendant
to argue that the price differentials were "cost justified” or engaged in to "meet the competition.”
However, such conduct may be permitted if it does not amount to a "practice.” For instance, the
Price Discrimination Enforcement Guidelines indicate that a temporary price reduction designed
to win a new account or to enter a new market may not be considered a "practice”. The Price
Discrimination Enforcement Guidelines state that "a price concession that is accessible or
obtainable by a purchaser, but not acted upon, is nevertheless "available" to the purchaser.”
Accordingly, the fact that a firm could qualify for a discount only by providing a service which
it does not cwrrently offer, may not mean that the discount is not "available” to it. The Director
has further indicated that a seller’s obligation to communicate the availability of a discount will
vary with the circumnstances. Io these respects, there is some similarity to the amended "Fred
Meyer Guidelines” of the U.S. Federal Trade Commission.

In Canada, predatory pricing is dealt with primarily under paragraph 50(1)¢) aad
under section 79 of the Competition Act. Paragraph 50(1)c) makes it a criminal offence for a
business person to engage in a policy of selling at "unreasonably” low prices, which etther: (1)
have the effsct or tendency to substantially lessen competition or eliminate a competitor; or (2)

i See Class Proceedings Act, 1992, 5.0, 1992, c.6 which came into force on January 1,
1993. Regulated contingency fees have been permitted in a number of Canadian
provinces, but were not permitted in Ontario until this law came into effect.
Contingency fees are now permitted in class action proceedings subject to the approval
of the court,

o Id
“’ Supply and Services Canada, Hull, Quebec, 1952.
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are designed to have that effect. Paragraph 50(1)(c) is not expressly limited to conduct occurring
within Canada, but rather refers only to the effects on competition within Canada, and so
conceivably could be used in cases of alleged dumping into Canada by a foreign producer.

Canadian courts have heid that if an article is sold for more than the cost to the
vendor, the price can never be held to be unreasonably low under the Competition Act.**
Furthermore, courts have held that one may not simply infer from a price-cost relatiouship that
a price is unreasonably low. Even in instances of below cost pricing, courts have held that other
competitive factors could justify such prices.” Canadian courts have also found that prices
between average variable cost and average total cost may be predatory.*

The Predatory Pricing Enforcement Guidelines (the "PPEG") issued by the Director
of Investigation and Research (the "Director”) in 1992 attempt to flesh out the limited Judicial
precedent.®’ In determining whether a sale is unreasonably low, the Director first examines
market characteristics to determine whether the seller possesses actual or potential market power.
These characteristics include market share, concentration and conditions of entry. The Director
has indicated that he will rarely challenge a pricing practice where the firm’s market share is
below 35%. Assuning that actual or potential market power is found, the Director then
compares the price and costs of the alleged predator. The PPEG indicate that the Director will
likely recommend enforcement action by the federal Attomey General if the firm in question is
pricing below average variable cost. Pricing between average variable cost and average total cost
is in & "grey" zope in which the Director’s decision to recommend prosecution will depend on
a number of market citcumstances. :

The PPEG do offer some guidance on defining costs: For purposes of the price-
cost comparison in the Director’s second stage analysis average variable cost is defined to include
“the costs of labour, materials, energy, promotional allowances, use-related plant depreciation and
all other costs that vary with levels of output."® Average total cost is defined as "costs
associated with investments in real plant and machinery and other fixed assets which do not vary
with output produced”.*” Wherever, possible the Director bases his analysis on reasonably
anticipated, rather than historical or "book™ costs.*  As discussed above, the first step in the

d Director of Investigation and Research v. Hoffman-La-Roche, (1980), 28 OR. (2d)
164, 200; affirmed (1981), 33 O.R. (2d) 694 (Out. C.A).

¥ ld.

bl Director of Investigation and Research V. Consumers Glass Co., (1981), 33 O.R. (2d)
228 (Omt. HC)). ’

*" Consumer and Corporate Affairs, Canada, 1992.

2 14 at 10.
& Id atll.
“ 4 oat1l.
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Director’s analysis of a predatory pricing claim is the definition of the appropriate product and
geographic market.*” Accordingly, the facts will determine whether the cost standard should
be applied over a product line or 1o specific brand or package sizes. However, again it should
be noted that the PPEG are only guidelines that are not binding on courts. Consequently, the
Canadian definition of costs or markets in judicially considered predatory pricing cases may not
be any clearer thap in the United States.

D.  Price Discrimination And Predatory Pricing Under Mexican Law

Price discrimination and predatory pricing are not specifically addressed in the
Mexican Federal Economic Competition Law (the "LFCE"). However, the catchall provision in
Article 10 of the LFCE applies to acts by a firm with substantis] market power whose purpose
or effect may be to "unduly displace other agents from the market, impede substantially their
access [to the market], or establish exclusive advantages in favor of one or more persons..." We -
understand that although predatory pricing is unlikely to be found under Article 10, the law will
do so in the rare case when the predator has the power to drive future as well as present
competitors from the market. We understand that the drafters of the LFCE believe that given
international competition and ease of entry for supplies and investments, the scope for successful
predatory pricing is small. This reasoning is consistent with that prevailing in both the United
States and Canada. However, given the nascent stage of the Mexican law, it is not yet clear how
costs will be defined or how the analysis of predatory pricing will actually be conducted.

E. Conclusion

This appendix shows that there already is similarity in the substantive price
discrimination and predatory pricing laws of the United States, Canada and Mexico; however,
there remain some key differences.

First, in respect of price discriminatioa laws, the Robinson-Patman Act does not
apply extraterritorially except for items imported for resale or consumption in the United States.
If dumping law were to be replaced by the Act primary-line price discrimination actions then the
Act would have to be amended. Second, following Brooke, there is stronger support for proving
primary line pnice discrimination under the Act by proof of predation (by showing the feasibility
of recoupment). In Canada, proof of injury is unnecessary to satisfy a claim of price
discrimination under the Competition Act. Third, in Canada traditionally price discrimination law
has focused on secondary-line injury. Accordingly, harmonization of price discrimination laws
may require a clearer Canadian accession to an injury test for price discrimination and clearer
indication that the relevant provisions of the Competition Act apply to primary line injury.
Fourth, Canada 'appears to recognize fewer defemses to price discrimination claims.
Harmonization of price discrimination laws would require further clarification of appropriate
defenses to price discrimination claims in Canada. There does not appear to be an explicit ptice
discrimination law in Mexico and thersfore this may require further consideration in any
discussion of harmonization or convergence of such laws.

il Id at 6.
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Iz respect of below-cost pricing, the greatest obstacle to further harmonization may
be the uncertainty in the U.S. concerning the appropriate measure of determining costs in
assessing below-cost pricing. In Canada, the enforcement policy enunciated by the Director
provides some comfort as to the standards for predatory pricing under Canadian law. However,
these guidelines are not binding oo the judicial branch in Canada and so may not be
determinative in either civil suits or in contested actions initiated by the Director. In Mexico,
what is known of the enforcement policy with respect to predatory pricing appears to be
consistent with U.S. and Canadian principles. However, o be effective harmonization or
convergence may require greater clarity as to the policy.

Another outstanding matter for consideration in any further harmonization is the
incentives for private parties to litigate apparent violations of the predatory pricing and price
discrimination laws. In the United States, the private right of action in price discrimination and
below-cost pricing cases is widespread and common. In contrast, in Canada, historically, the
private right of action has been limited or not used effectively. This may be due, in part, to the
limited provision for contingency fees and class action suits in most Canadiar provinces.
Similarly, the Canadian adherence to the "English" rule whereby the loser bears a substantial part
of the winner’s legal costs acts as an effective deterrent to the initiation of antitrust actions by
private parties. Furthermore, it appears that Mexico is alone arnong the North American nations
in not providing a private right of action in predatory pricing and price discrimination claims.

All of these issues may bave to be revisited if further harmonization of policy is
pursued among the three member states.
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