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Anti-Competitive Market Distortions (ACMDs)

ACMD Relevancy in Today’s Global Context

Anti-Competitive Market Distortions (ACMDs) have become a focal point in the U.S. global
economic strategy as articulated by the Trump Administration. There is an emerging Trump Tariff
doctrine which is in need of a sound legal and economic normative framework. The current
administration has recognized that attention needs to be brought to behind-the-border
distortions as well as border measures and tariffs. Major trade negotiations must address issues
like industrial subsidies, state-owned enterprises, and digital trade barriers, all of which are
ACMDs by another name. The ACMD model, developed by Singham et al over the last twenty-
five years offers a way to address these systematically. In particular, the tariff response to US
trading partners’ unfair practices and lack of reciprocity will incorporate ACMD analysis explicitly.
We have recommended to the US government the use of the ACMD typology and quantum to
underpin their thinking. Over the last thirty years, this is probably the most important opportunity
for these ideas to find practical policy application.

Definition and Overview

ACMDs are government-imposed policies or practices that distort from open trade, competition
on the merits, and property rights protections. ACMDs are laws, regulations, or actions that
skew markets to favor certain firms or industries, rather than letting competition and consumer
choice drive outcomes. Common forms of ACMDs include rules that eliminate or lessen
competition, regulatory regimes that apply differently to some firms or exempt favored players,
and other state interventions that grant artificial advantages to certain businesses. Such
distortions are often associated with crony capitalism or protectionism. They weaken the
competitive process, undermine free trade, slow economic growth, and harm consumers.
ACMDs prevent markets from functioning efficiently by protecting specific interests at the
expense of open competition and innovation. As a result, ACMDs are a major impediment to
international trade as well as domestic competition. They operate to destroy wealth from
economies and their GDP per capita reducing effects can be measured.

Origin and Context

From the late 1940s to the early 1990s, trade negotiations under General Agreement on Tariffs
and Trade (GATT) and later the World Trade Organization (WTO) successfully lowered tariffs
and other non-tariff barriers at the border and promoted agreements to deal with trade-related
aspects of government procurement, services, investment, and intellectual property. However,
many anti-competitive distortions persisted within domestic economies, particularly within
developing economies. The failure of partial regulatory reforms in the 1990s led to oligarchs and
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vested interests capturing markets across the developing world, making further pro-competition
national reforms difficult.

A host of international organisations have recognised this problem. The OECD and World Bank
have recognized ACMDs as a serious global economic problem and have encouraged countries
to recognize them and dismantle them. Similarly, the International Competition Network (ICN)
established the Advocacy Working Group (AWG) to improve the effectiveness of ICN members
in advocating the dissemination of competition principles and to promote the development of a
competition culture.

Examples

Government-induced market distortions take many forms including:

o Protective Tariffs & Quotas: High import tariffs or quotas that shield domestic
producers from foreign competition. Trade protectionism, while intended to nurture local
industry, raises prices and limits choices, distorting global trade flows.

¢ Burdensome Regulations & Licensing: Domestic regulations that disproportionately
burden outsiders or new entrants. Such as complex licensing requirements, standards,
or red tape that local incumbents can navigate but foreign or smaller firms cannot. These
regulatory barriers can act as non-tariff trade barriers, reducing competition.

o State Subsidies & Favoritism: Unfair subsidies or state aid that prop up certain
companies or sectors (e.g. heavy government support for a national champion
industries, subsidies, bailouts, and tax breaks). Such support lets inefficient firms survive
and disadvantages more efficient rivals who don’t receive equal aid.

o State-Owned Enterprises (SOEs): Dominance of government-owned companies with
special privileges. SOEs may enjoy monopolies or preferential treatment, (e.g. access to
cheap finance, exclusive rights) distorting competition against private firms.

o Weak Property Rights Enforcement: Failure to protect intellectual property or contract
rights, which gives local imitators an unfair edge over innovators. Lax IP enforcement
(e.g. tolerating patent or trademark infringement) is an ACMD that undercuts foreign
competitors’ innovations.

e Selective Antitrust or Regulatory Enforcement: Government action or inaction by
competition authorities that is biased. Authorities may ignore anti-competitive behavior
by politically favored firms (allowing cartels/monopolies to persist), or conversely use
regulations to hobble certain, often foreign or new, companies. Uneven enforcement
distorts the level playing field as much as formal policies.

The ACMD Model

Understanding the ACMD Model: The ACMD model is an econometric model which was
developed to analyze these distortions by Singham et al (the SRB-y model). We are also in the
process of developing a probabilistic model to reflect the reality that voluntary exchange
between willing buyers and willing sellers is an inherently probabilistic process.

Central to both the econometric and probabilistic models is the idea of three pillars that support
a competitive, high-growth economy: Property Rights Protection, Domestic Competition, and
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International Competition. These pillars are interdependent and weakness in any pillar
undermines the others and drags down productivity.

Property Rights Protection: A well-functioning economy depends on strong property
rights. When rights to land, intellectual property, or assets are insecure, investment
declines, and economic agents lose incentives to innovate. Effective property rights
ensure productivity by enabling the creation, improvement, and transfer of assets. Weak
property rights lead to economic stagnation, particularly in developing nations where
legal enforcement remains inconsistent.

Domestic Competition: A competitive domestic market fosters innovation, efficiency,
and consumer benefits. The ACMD model measures how government policies either
enhance or restrict firm-level competition. Over-regulation or government favoritism can
reduce competition, undermining market efficiency. However, regulations addressing
market failures (e.g., monopolistic behavior or environmental damage) can be beneficial.
An optimal policy environment balances competition enforcement with regulatory
necessity.

International Competition: International competition evaluates a country’s openness to
trade and foreign investment. Policies that impose tariffs, restrict financial flows, or
hinder market access limit economic efficiency. Trade liberalization, when paired with
strong domestic competition and property rights protection, fosters innovation and
economic growth. Conversely, restrictive trade policies create distortions that raise costs
and reduce competitiveness.

For economic prosperity, all three pillars must function together. Improving one while
neglecting the others limits overall benefits. For example, deregulating competition while
failing to secure property rights leaves firms vulnerable to expropriation, reducing
incentives to invest. Addressing ACMDs holistically allows economies to maximize
efficiency, attract investment, and sustain long-term growth.

Impacts on Financial Markets, Economic Growth, and Competition

Financial Markets: ACMDs have significant ripple effects on financial markets and
investment flows. By distorting price signals and market access, they lead to
misallocation of capital and skewed risk-taking. Protected industries may attract
excessive investment, while more efficient sectors starve for capital. Distortions often
deter foreign investment. Investors demand higher risk premia in markets where
government interference is high and arbitrary. When policies rather than fundamentals
determine winners and losers, asset prices and resource allocation become inefficient,
raising instability. ACMDs can limit investment and innovation, undermining the long-
term depth and dynamism of financial markets.

Economic Growth: Productivity and GDP growth suffer greatly under ACMDs.
Distortions remove the pressures that drive innovation and efficiency, and resources end
up stuck in unproductive uses. Studies consistently show that protectionist or anti-
competitive measures lower productivity, reduce innovation, and ultimately drag down
economic growth. High tariffs or heavy state control might boost a domestic industry in
the short run, but the economy-wide cost is slower growth as consumers and other
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businesses pay higher prices or lack access to better inputs. ACMDs also often correlate
with corruption and rent-seeking, which further diverts economic energy from productive
activities. The cumulative global cost of all ACMDs is enormous. If every such distortion
was eliminated in every country, early estimates suggest that world GDP could
potentially eventually be on the order of ten times higher (an 1100% increase in the long
run) than it is today. Improving a country’s ACMD index scores in international
trade improves GDP per capita by 2.8%, in domestic competition by 11.2%, and
property rights by 7.6%. A one point increase in the SRB-y model is
approximately a 15% improvement.

o Competition and Market Health: By definition, ACMDs erode the healthy competition
that fuels market efficiency. When certain firms are shielded or propped up, market
meritocracy is replaced by artificial advantage, leading to higher prices, lower quality,
and less choice for consumers. Dynamic competition dwindles, and incumbents grow
complacent. The result can be oligopolistic or monopolistic markets entrenched by
policy. In international markets, ACMDs also provoke trade tensions with companies
from open economies finding themselves unable to compete abroad on fair terms,
leading to disputes and retaliation.

e Further information can be found in Trade, Competition and Domestic Regulatory
Policy (Routledge, 2023), Shanker A. Singham and Alden F. Abbott, and at
www.shankersingham.com generally.
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