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Should Developing Countries Introduce Antidumping? 
 
J. Michael Finger 
 
Governments opening their economies to imports run afoul of local producers, who petition for 
exceptions to restore the protection they’ve long enjoyed.  There is a right way to review these 
petitions.  Adopting antidumping procedures is not it. 

 
The High Costs of Protection through Antidumping 
 In Global Economic Prospects 1995 it was explained that antidumping is ordinary 
protection with a good public relations program. In fact, antidumping is often more costly to 
importing countries than ordinary protection through tariffs. The reason antidumping is such a 
costly form of protection is that the threat of antidumping action provides leverage to the 
importing country to force exporters into settled agreements which raise export prices. Exporters 
are frequently faced with the choice of having a tariff applied against their export sales or 
agreeing to raise prices (a “price undertaking”)  or limit sales (a “voluntary export restraint” or 
VER). Since exporters can typically increase their profits with a price undertaking or a voluntary 
export restraint, they frequently prefer a settled agreement to the imposition of an antidumping 
duty.

1
  Sometimes simply the threat of an antidumping action will induce a settlement because 

the uncertainty of the antidumping process itself will cause a loss of customers. These settled 
agreements, however,  impose large costs on consumers and importing industries since they do 
not provide any tariff revenue to the government. The effect on the importing country is similar 
to the OPEC cartel: the exporting countries charge higher prices to the importing countries 
through an agreed  limitation on sales or minimum prices. In fact, the estimated costs inflicted on 
the United States economy by its own antidumping actions in the 1980s comes to about one-half 
of the costs that the 1974 OPEC price increase inflicted on the US economy (Finger, 1991). The 
difference between  OPEC and antidumping is that with antidumping it is importing country 
policy that forces up the prices of imports to its consumers and industries. 
 

Explaining antidumping’s popularity 

 Despite the high costs of antidumping, why then did antidumping become so popular?  

As countries have made considerable progress in eliminating non-tariff barriers and lowering 

tariffs, import competing industries came under pressure. Once antidumping proved itself to be 

applicable to any case of troublesome imports, its other attractions for protection seeking 

industries and for governments inclined to provide protection were apparent, namely: 

 The rhetoric of antidumping, which accuses foreigners of unfairness or of predatory pricing 

designed to drive domestic competitors out of the industry, provides a vehicle for building a 

political case for protection. 

  In practice, antidumping laws set up special procedures which discriminate against foreign 

firms and easily allow the authorities to find dumping against foreign firms when similar or 

identical practices by domestic firms would not be considered unfair or predatory under domestic 

competition laws.  

                                                           
1
 Between 1980-1988, 348 of 774 United States antidumping cases were superseded by VERs (Finger and Murray, 

1993). From July 1980 through June 1989, of 384 antidumping cases taken by the European Community, 184 

were price undertakings (Stegemann, 1992). 
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 The investigation process itself tends to curb imports.  Exporters bear significant legal and 

administrative costs and importers face the uncertainty of having to pay backdated antidumping 

duties once an investigation is completed. 

 The action is unilateral.  GATT/WTO rules require no compensation, allow no retaliation. 

  It also allows the petitioning industry  to excuse its own ineffectiveness vis a vis foreign 

competitors. 

 Particular exporters could be picked out.  GATT/WTO does not require multilateral 

application. 

 Antidumping and VERs proved to be effective complements; i.e., the threat of formal action 

under the antidumping law provides leverage to force an exporter to accept a VER. 
 
 
Pernicious Growth of Antidumping Among Developing Nations                                                                                                                                                                                                                                                                     
 Unfortunately, despite the high cost of antidumping, there is a new vogue among 
developing countries--continuing the pernicious tradition of industrial countries--to introduce 
antidumping regulations in response to complaints from local firms about the competition from 
importing that liberalized trade brings. As a result of this trend, by 1996  developing countries 
accounted for more than half of the antidumping actions reported to the WTO (see Figure 3.x).  
Sixty-one developing and transition economy countries have notified antidumping legislation to 
the new WTO--and some have asked the World Bank for technical assistance to establish such 
regulations.  Costa Rica, Colombia, Chile, Morocco and Indonesia are among them. 
 

 Though the Uruguay Round agreement on antidumping did not impose major disciplines, 

the use of antidumping by the industrial countries has declined notably since the mid 1990s.  

Behind this decline is an increasing realization in the industrial countries that their use of 

antidumping has not served their national interests.   

 

 Australia was perhaps the first country to realize that its attempt to deregulate industry 

and to liberalize trade was being compromised by its own antidumping actions.  Australia had 

traditionally supported its manufacturing with quantitative import restrictions and subsidies.  

When the Hawke government in the early 1980s began to liberalize these, protection seeking 

interests increasingly filed for antidumping protection.  For several years, Australia initiated 

more antidumping cases than any other country.  The Hawke government, realizing that 

antidumping was about to outflank its reform program, pushed through Parliament a revision of 

Australia’s antidumping law.  The revision provided oversight that allows the government to 

determine antidumping actions on the basis of its general trade policy principles. 

 

 In the United States, industries that use imported inputs, led by the computer industry and 

a well-organized group of metals users, have brought increasing pressure on the government to 

take their interests into account in any decision to restrict imports.  Their influence brought the 

US Congress in April 1996 to hold hearings on possible modification of the US antidumping 

law.  The law was not amended in significant part because the US Department of Commerce and 

the administrator of the US law testified at these hearings that the concerns of the user industries 

could be taken into account by revisions of administrative procedures.  Antidumping initiations 

in the United States have declined from more than 60 per year in 1992-1993 to only 16 in 1996. 

 In the European Union, pressure from domestic industries that pay the cost of 

antidumping protection have combined with the foreign policy interests of the EU to bring a 

similar reduction of antidumping cases.  The European Commission is at present considering 



 

 3 

modification of its antidumping procedures to take into account a wide range of  parties on all 

sides of the issue. 
 Imitation of the industrial countries is a large part of the explanation for developing 
country use of antidumping.  As they have liberalized, bound their tariffs at the GATT/WTO and 
as the Uruguay Round agreements have placed limits on subsidies and other more direct forms of 
industrial policy, the developing countries have taken up the instrument that has been popular in 
the industrial countries.  To now, the counterpolitics of the domestic costs of these actions has 
not come forward. 
 
  
Use Domestic Competition Laws not Antidumping to combat unfair competition 
 
 Antidumping’s apparent policing of predatory actions by foreigners is a major part of the 
emotional power of antidumping.  In reality, however, antidumping does not police predatory 
actions.  David Palmeter, a leading Washington expert and frequent counsel to developing 
country exporters beset by antidumping cases, concludes: “It  probably is safe to predict that in 
none of the 767 affirmative antidumping determinations reached by Australia, Canada, the EC 
and the US between 1980 and 1986 was predatory pricing remotely present.”  More 
conservatively, an OECD study has found foreign competition posed no threat to competition in 
more than 90 percent of US and EU antidumping duties imposed in the 1980s. 
 

 Nonetheless, political leaders may need to assure domestic interests that competition is 

“fair,” i.e., it is not going to drive firms out of business based on predatory pricing, either by 

domestic or foreign firms. The problem with using antidumping for this purpose is that most 

industrial countries have competition laws in place which apply to domestic and foreign firms 

alike, and which are used to prevent predatory pricing. Antidumping laws set up special 

procedures which discriminate against foreign firms and easily allow the authorities to find 

dumping against foreign firms when similar or identical practices by domestic firms would not 

be considered unfair or predatory under domestic competition laws.
2
 To the extent that the 

authorities are concerned about any aspect of “fair” competition, it would be best to apply 

domestic competition laws, since only with domestic competition laws is the playing field 

level as  regards domestic and foreign firms. To the extent that predatory or unfair pricing by 

foreigners exists, it can be attacked through the use of domestic competition laws--application of 

antidumping is not an effort to police predatory or unfair pricing, but an effort to obtain 

protection.  

 

How to provide protection in exceptional circumstances 

 

 If governments are to maintain political support for reforms, they must have a means to 

review problems their constituents see as special and to decide whether such problems deserve at 

least temporary relief from the liberalization program, i.e., there should be a mechanism in place 

to temporarily grant protection in exceptional circumstances which serve the national interest. A 

key reason antidumping cannot be used for this purpose is that it poses the wrong question in 

determining if protection should be granted. The right question to ask is “Is it in the national 

interest to grant this exception and provide protection?” Antidumping asks “Are the pricing 

                                                           
2
 In fact,  the US Supreme Court has noted that “predatory pricing schemes are rarely tried and are even more rarely 

successful.”  Quoted in F. M. Scherer  (1994, p. 84). 
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practices of foreign firms fair?” Whether or not foreign firms pricing practices are fair does not 

determine if protection is in the national interest. 

 

 If antidumping is not the way to go, how should  a government meet its need for a means 

to evaluate requests for exceptions to liberalization?  Here are some of the general guidelines: 

   Identify the costs and the losers. The GATT requires that before a government 

implements a safeguards action it must examine the impact of imports on domestic interests that 

compete with the imports.  GATT allows, but does not require, an examination of the impact on 

users of imports.  Procedures should bring out the costs of the requested exception, and the 

identities of the persons or groups who will bear these costs.  More expensive imports will cost 

somebody money and--if the imports are needed materials--eliminate somebody’s job.  These 

costs, and the people in the domestic economy who will bear them, should have the same 

standing in law and in administrative practice as the other side already enjoys. The process of 

considering the request for an exception should be used to help fortify the politics of not granting 

it. 

   Be clear that the action is an exception.  Procedures should also establish that the 

requested action would be an exception to the principles that underlay the liberalization program. 

Applying protection multilaterally under the Article XIX safeguard provision of GATT/WTO 

will encourage such actions to be exceptions. This is because under Article XIX, the country 

must provide compensation to its trading partners if it is raising tariffs above its agreed bound 

levels; and compensation will mean lowering tariffs on other products or allowing retaliation 

against its exports. Thus, although protection can be offered under the safeguard provision of 

GATT/WTO, the costs of granting protection are such that a country would only want to apply 

such measures in exceptional cases. 

   Don’t sanctify the criteria for the action.  Procedures should not presume that there is 

some moral reason for granting an exception-- procedures that compare the situations of the 

petitioner with pre-established criteria for granting an exception should be avoided.  Procedures 

should stress that the function of the review is to identify the benefits and the costs--and the 

domestic winners and domestic losers--for the requested action. 

 The third guideline is more important than it might seem.  The history of antidumping 

and other trade remedies shows that clever people will always be able to present their situation 

exactly as the criteria describe.  If you start out to find just the few exporters who are being unfair 

to Australia or the United States or to Mexico, you will soon be swamped by evidence that 

everyone is. 

 At the technical level, useful concepts for review procedures--such as transparency and 

automatic expiration for any exception that is granted (a sunset clause)--can be gleaned from 

procedural changes made at the safeguards negotiations of the Uruguay Round. 

 

 

 


