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The competition and national security debate now sits inside a larger battle over the operating 
system of the global economy. One model is built around competition on the merits, open trade, 

secure property rights, private investment, regulatory competition, and markets disciplined by 
entry and rivalry. The other is built around state direction, industrial policy, protected national 

champions, regulatory privilege, and market structures shaped by government allocation rather 
than performance. The issue is not only which firms win particular markets but which 
institutional model determines the allocation of capital, technology, data, infrastructure, and 

strategic production capacity. 

The OECD has correctly identified the expanding scope of national security in economic 
policymaking. National security now extends beyond traditional defence concerns to include 

economic security, security of supply, resilience, technological capability, sovereignty, strategic 
autonomy, and exposure to critical-sector dependencies. It has also correctly identified the 
challenge this creates for competition authorities: some security concerns can be assessed 

through ordinary competition tools when they appear as competition-relevant effects, including 
reduced rivalry, supplier dependency, barriers to entry, foreclosure, diminished innovation, or 

remedy feasibility. Broader geopolitical, intelligence, or sovereign-control judgments require 
governments and specialised bodies. 

However, the central national security question is now both whether competition authorities can 

assess particular security claims inside existing legal frameworks and if the economic 
instruments adopted in the name of security strengthen or weaken the competitive foundations of 



 

2 
 

national power. Measures such as procurement preferences, export controls, investment 

screening, subsidies, platform regulation, standards policy, and industrial-support programmes 
may be justified by real security objectives. Their implementation determines whether national 
security policy preserves contestability, resilience, innovation, and allied interoperability, or 

instead creates new chokepoints, protects incumbents, and hard-codes dependency. 

The interface between competition implementation and national security is often framed too 
narrowly. It is usually treated as a question of exceptions: when antitrust, trade, procurement, 

investment, or regulatory rules should yield to national security concerns. That framing misses 
the larger point. In many critical sectors, competition is not a constraint on national security 

policy. It is one of the mechanisms through which national security is produced. 

A better starting point is the ACMD framework: anti-competitive market distortions weaken 
national strength when they impair property rights, reduce domestic rivalry, or restrict exposure 
to international competition. In that model, distortions are not merely economic inefficiencies. 

They alter the incentives that govern investment, innovation, entry, resource allocation, and firm 
behavior. Translated into national security terms, those same incentives determine resilience, 

surge capacity, redundancy, technological dynamism, supply-chain optionality, and the ability to 
mobilize private-sector capabilities in a crisis.  

The core proposition is therefore straightforward: competition implementation is a form of 

national security implementation. It determines whether industrial policy, procurement, export 

controls, investment screening, sanctions, standards policy, digital regulation, and trade measures 
build resilient markets or entrench fragile chokepoints. 

National security is a legitimate regulatory objective, and in some cases an overriding one. It 

does not follow that every measure adopted in its name is equally sound. The relevant question is 
whether the measure advances the stated security objective while doing the least avoidable 
damage to the conditions that generate national strength. In ACMD terms, that means asking 

how the measure affects property rights, domestic competition, and international competition. A 
measure that reduces exposure to adversarial control may be justified, but policymakers should 

still ask whether the same objective can be achieved with less damage to entry, rivalry, 
investment security, innovation, and trusted cross-border competition. 

This is the same discipline that should apply to regulation generally. Governments should define 

the legitimate public objective, identify the competition and property-rights effects of the 
proposed measure, and compare the expected security benefit against the economic cost. 
National security is an especially important objective, but it remains an objective that must be 

implemented through institutional design. A security measure that protects a favoured 
incumbent, blocks efficient entry, weakens intellectual property, closes a market to trusted allies, 

or freezes a technological pathway can reduce the very resilience it seeks to create. 
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Competition implementation therefore matters because the content of the competition standard 

determines the security outcome. An effects-based consumer-welfare approach is more 
consistent with national security than a “big is bad” approach because it asks whether conduct 
improves or harms output, quality, innovation, resilience, and dynamic market performance. 

Scale, integration, and network effects may create security-relevant capabilities in defence, 
digital infrastructure, AI, cloud, semiconductors, logistics, and energy. Competition policy 

should discipline exclusionary conduct and monopoly power where they damage the competitive 
process. It should not fragment efficient firms or penalise scale without showing harm to the 
conditions that produce innovation, redundancy, and long-term capability. 

This is already visible in the defense industrial base. DoD has stated that competition within the 
defense industrial base is critical to national and economic security because it supports 
innovation, lower prices, quality improvements, industrial capacity, and the ability to meet 

mission requirements. DoD has also recognized that insufficient competition can leave capability 
gaps, raise taxpayer costs, increase barriers to entry, and create single-source or few-source 

dependencies that pose national security risks, particularly where suppliers may be influenced by 
an adversary.  

The Lockheed/Aerojet matter illustrates the point. The FTC’s concern was not that competition 
policy should intrude into national security. The concern was that a vertical acquisition involving 

the last independent U.S. supplier of missile propulsion systems could allow a major defense 
prime to harm rival contractors and further consolidate markets critical to national security and 

defense. In other words, national security did not provide a reason to tolerate concentration; it 
provided a reason to preserve contestability.  

The same logic applies outside the defense prime ecosystem. Critical minerals, semiconductors, 
cloud infrastructure, AI compute, energy systems, logistics, ports, and telecommunications are 

all dual-use markets in which commercial structure shapes strategic capability. Current U.S. 
policy on processed critical minerals explicitly links national defense to a robust economy, 

resilient manufacturing and defense industrial bases, secure domestic supply chains, and reduced 
dependence on a small number of foreign suppliers whose market distortions create 
vulnerabilities.  

The national security question is therefore not simply whether a product is “critical.” The better 

question is whether the market structure around that product creates operational dependence. A 
country can possess nominal access to a technology while remaining strategically vulnerable if 

production is concentrated, standards are closed, switching costs are high, IP and data rights are 
locked up, alternative suppliers are excluded, or foreign state-backed firms can distort the 
economics of entry and expansion. 

This is where competition implementation matters most. Poorly implemented national security 
policy can itself become an ACMD. A tariff, subsidy, procurement preference, localization 
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mandate, export control, or platform rule may be justified in security terms, but if implemented 

without discipline it can protect incumbents, raise fixed costs for new entrants, reduce foreign 
and domestic rivalry, weaken property rights, or hard-code technological lock-in. The result may 
be a policy that appears “secure” on paper but reduces resilience in practice. 

The opposite is also true. Properly implemented competition policy can advance national 
security by keeping critical markets open to entry, preventing artificial bottlenecks, preserving 
incentives to innovate, and ensuring that government and private buyers retain options. In 

defense procurement, this means attention to modularity, open systems, data rights, lifecycle 
competition, new entrants, small businesses, and non-traditional suppliers. DoD has identified 

precisely these kinds of tools: strengthening merger oversight, addressing IP limitations, 
increasing new entrants, expanding small-business opportunities, and implementing sector-
specific supply-chain resilience plans in areas such as missiles and munitions, strategic materials, 

microelectronics, batteries, castings, and forgings.  

This does not mean that competition law should mechanically override security judgment. Nor 
does it mean that all concentration is bad or that all large firms are suspect. Scale can matter. 

Speed can matter. Secure production can require coordination. Export controls, trusted-supplier 
rules, sanctions, and targeted industrial measures may be necessary. But those measures should 
be designed so that security exceptions do not become permanent dispensations from competitive 

discipline. 

The right doctrine is not “competition versus national security.” It is competition-conditioned 

national security implementation. 

Competition-conditioned national security implementation requires a regulatory discipline before 

any security-relevant economic measure is adopted or maintained. The starting point is the 
legitimate, publicly stated regulatory objective. In the national security context, that objective 
may concern foreign dependency, adversarial control, cyber exposure, loss of surge capacity, 

technology leakage, coercive supply leverage, or erosion of domestic know-how. The next step is 
to measure the instrument’s expected  effect on the ACMD pillars: international competition, 

domestic competition, and property rights protection. Those effects can be estimated using the 
ACMD model, allowing policymakers to compare alternative instruments and identify the option 
that achieves the stated security objective with the least avoidable damage to trade openness, 

rivalry, investment security, innovation, and contestability. The assessment preserves security 
judgment while making the economic cost of that judgment visible. Applied to national security 

policy, this discipline produces the roadmap set out below. 

First, define the national security objective with precision. A measure should identify the threat it 
addresses: foreign dependency, adversarial control, cyber exposure, loss of surge capacity, 

technology leakage, coercive supply leverage, or erosion of domestic know-how. 
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Second, map the ACMD effect. Policymakers should ask whether the measure strengthens or 

weakens property rights, domestic competition, and international competition among trusted 
partners. A measure that reduces exposure to adversarial dependency may be justified; a measure 
that simultaneously eliminates domestic rivalry or entrenches a favored incumbent should be 

treated as a risk requiring mitigation. 

Third, preserve contestability wherever possible. Security policy should default toward multiple 
suppliers, interoperable standards, transparent procurement, portable data, and pathways for new 

entrants. This is especially important in defense and dual-use technology markets, where early 
procurement decisions can determine market structure for decades. 

Fourth, distinguish protecting competition from protecting competitors. Competition 

implementation should remain tied to consumer welfare, innovation, output, price, quality, 
resilience, and dynamic market performance. A competitor-protection rationale can easily 
become an ACMD when it penalizes scale, integration, or efficiency without showing harm to 

the competitive process. This is especially important in digital and advanced-technology sectors, 
where some analysts warn that overcorrection in antitrust or digital regulation could undermine 

U.S. technological leadership in competition with China.  

Fifth, build in sunset, review, and metrics. National security measures should be time-limited or 
periodically reviewed against measurable outcomes: supplier diversification, reduced adversarial 
dependence, improved surge capacity, lower lifecycle costs, faster procurement timelines, 

increased entry, and greater allied interoperability. A measure that cannot show progress against 
those outcomes should be revised or withdrawn. Attempts should always be made to mitigate 

costs if this is possible.  

This framework would also improve institutional coordination. Security-relevant economic 
measures should be reviewed through a common competition-security screen before 
implementation and during periodic review. Competition authorities should assess market  

structure, entry, rivalry, innovation, foreclosure risk, and remedy design. Defence, intelligence, 
investment-screening, procurement, and sectoral authorities should provide the security-specific 

factual inputs they are institutionally competent to assess. Trade, finance, economic, and budget 
ministries should assess the broader commercial, fiscal, and supply-chain consequences. This 
division of responsibility preserves institutional competence: competition authorities identify the 

competitive effects of proposed measures and less distortive alternatives, while governments and 
specialised bodies retain responsibility for geopolitical, intelligence, and sovereign-control 

judgments. 

In the United States, this means the NSC should not treat competition policy as a narrow 
DOJ/FTC issue, and economic security tools should not be designed without competition 

analysis. A competition-security screen should be embedded across relevant NSC, NEC, OMB, 
DoD, Commerce, Treasury, USTR, DOJ, FTC, and sector-regulator processes. Other 
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jurisdictions should apply the same logic through their own institutional structures, including 

cabinet offices, security councils, competition authorities, trade ministries, finance and economic 
ministries, defence and intelligence bodies, investment-screening authorities, procurement 
authorities, and sector regulators. The purpose is faster and better implementation: identifying 

distortions early helps prevent security measures from unintentionally creating the dependencies, 
chokepoints, and incumbent privileges they are meant to solve.  

The strategic payoff is significant. A competitive defense industrial base gives the government 

more suppliers, better prices, more innovation, and more options in a crisis. Competitive digital 
markets support entrepreneurship, cloud and AI diffusion, cybersecurity innovation, and private-

sector dynamism. Competitive energy and critical-minerals markets reduce coercive leverage. 
Competitive logistics and infrastructure markets improve redundancy and throughput. 
Competitive allied markets reduce the burden on any single national base and make resilience a 

shared asset. 

Countries should therefore reject two false choices. The first is the idea that national security 
requires national champions insulated from rivalry. That approach can turn champions into 

chokepoints. The second is the idea that competition implementation can ignore geopolitical 
realities. That approach can mistake formal openness for actual resilience, even where 
adversarial distortions, coercive dependencies, or strategic technology leakage are present. 

The better approach is disciplined implementation: reduce ACMDs, preserve contestability, 

target genuine security risks, and ensure that every economic security instrument strengthens 
rather than weakens the competitive foundations of national power. The ultimate objective is not 

competition for its own sake. It is national strength through markets that are open enough to 
innovate, secure enough to withstand coercion, and competitive enough to prevent dependency 
on any single firm, platform, supplier, or foreign state. 

AI is the clearest near-term test of competition-conditioned national security implementation. AI 

capability depends on a wider technology stack: advanced semiconductors, cloud infrastructure, 
high-performance compute, data, energy, model development, cybersecurity, and downstream 

deployment across defence, intelligence, logistics, manufacturing, health, finance, and 
communications. The OECD note correctly treats AI as central to the relationship between 
competitiveness and national security because leadership in AI increasingly depends on control 

over enabling inputs, the depth of the innovation ecosystem, and the ability to deploy the 
technology across the economy. 

The national security risk is therefore not confined to hostile use of AI but also includes the 

possibility that poorly designed regulation weakens the domestic and allied firms most capable 
of developing, scaling, and deploying AI systems. A precautionary regime that imposes broad 

obligations before specific harms are defined can raise fixed compliance costs, slow deployment, 
chill experimentation, fragment markets, restrict access to data or compute, and reduce the ability 
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of firms to integrate AI into products and services. Those effects matter in national security terms 

because AI advantage depends on speed of learning, scale of deployment, investment incentives, 
access to infrastructure, and the diffusion of capability through the private sector. 

The European Union’s AI Act illustrates the tension. Its risk-based structure addresses real 

concerns about safety, fundamental rights, transparency, and general-purpose AI models. Those 
objectives are legitimate. The question for competition-conditioned national security is whether 
implementation preserves innovation, entry, and scale while targeting concrete risks, or whether 

it imposes horizontal compliance burdens that make frontier AI development and deployment 
slower, more expensive, and more fragmented. If the latter occurs, the effect would be to weaken 

Europe’s own technological capability while increasing dependence on firms and jurisdictions 
that do not face comparable constraints. 

The same concern applies to DMA-style digital regulation. AI systems are deployed through 
platforms, operating systems, app stores, cloud infrastructure, advertising markets, 

communications tools, and enterprise software. Measures that fragment platform architecture, 
restrict integration, mandate data access without sufficient attention to security or property rights, 

or treat scale as inherently suspect can weaken the infrastructure through which AI is 
commercialized and diffused. In this setting, the “big is bad” approach is especially dangerous. 
Large-scale firms may possess the compute, engineering depth, security resources, and 

deployment channels needed to sustain AI leadership. Competition law should discipline 
exclusionary conduct where it damages the competitive process, while preserving scale and 

integration where they support innovation, resilience, and trusted technological capability. 

The correct approach to AI regulation is therefore the same disciplined approach set out above. 
Governments should identify the specific national security risk, such as adversarial control, cyber 
vulnerability, model misuse, technology leakage, critical-input dependency, or loss of domestic 

capability. They should then choose the instrument that addresses that risk with the least 
avoidable damage to property rights, domestic competition, and international competition among 

trusted partners. Where risk can be addressed through targeted security standards, procurement 
rules, export controls, compute-security rules, testing requirements, or liability rules, broad 
structural fragmentation should be avoided. AI policy should strengthen the competitive 

foundations of national power rather than convert security concerns into permanent constraints 
on innovation. 

More information about the event available here.  
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