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What is dumping?: The basic definition of
dumping is the sale of goods abroad at
less than cost of production prices. In
world agricultural markets, for example,
if corn costs $2.50 a bushel to grow, but
is sold by grain companies in world mar-
kets at only $2.00 a bushel, that would
qualify as dumping, even if prevailing

domestic prices were also only $2.00
bushel.

Levels of U.S. dumping: Analyzing data from the U.S.
Department of Agriculture (USDA) and the
Organization for Economic Cooperation and
Development (OECD) to compare the cost of
production with farm gate and export prices of five
major commodities, it is clear that there is wide-
spread dumping by U.S. grain companies. In 2002,
wheat was exported at 43 percent below its cost of
production, soybeans were dumped at 25 percent,
corn was dumped at 13 percent, cotton was
dumped at 61 percent, and rice was dumped at 35
percent. The details for each commodity can be
found on the back of this fact sheet.

Dumping caused by over-supply and uncompetitive mar-
kets: In the case of U.S. agriculture, market failures
cause dumping. A few transnational agribusiness
firms dominate nearly all agricultural commodity
purchasing, transportation and processing in the
U.S., which stifles competition in the marketplace.
In the past, there were tools, such as grain reserves
and set aside programs, designed to help farmers
control supply and maintain some degree of mar-
ket power. Most of those tools were stripped away
under the 1996 Farm Bill. Today, there is signifi-

cant over-production in major commodities, which
drives down prices. Foreign competition exacer-
bates the global glut. With little competition in the
market and no controls on supply, prices sink well
below the cost of production.

Dumping hurts farmers around the world: If farmers
can’t get a price that covers expenses then it’s diffi-
cult to stay in business. Farmers in other countries
are hurt because dumped exports push them out of
local markets and eliminate their ability to export.
Poor countries facing hunger are particularly vul-
nerable if their farmers are pushed off the land. As
domestic production falls, these countries become
dependent on the fluctuating prices and availabili-
ty of imports. Additionally, farmers are a vital part
of local rural economies—they generate local cap-
ital and create employment through demand for
farm labor and off-farm goods and services, such as
clothing and schools. The phenomenon of plung-
ing commodity prices, reinforced by dumping, has
also driven U.S. family farmers off the land and has
been an economic disaster for rural communities.

Dumping benefits multinational agribusiness firms: The
largest commodity traders, who now finance
trades, process commodities, ship commodities,
etc., are the biggest beneficiaries of dumping. They
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are able to buy inputs and commodities at
extremely cheap prices. Low prices in the U.S.,
along with increased global production, help keep
world commodity prices down. Most major
agribusiness firms now have facilities in all the
major agricultural exporting and importing coun-
tries including Brazil, China, Australia and India.
Nearly all of these companies have seen their prof-
its skyrocket in recent years.

Dumping is against international law: Article Six of the
General Agreement on Tariffs and Trade
(GATT), which is one of the agreements overseen
by the World Trade Organization, sets rules that
prohibit dumping. However, the rules make it
complicated, in practice, for smaller, poorer coun-
tries, to establish grounds for anti-dumping duties
because of the requirements to demonstrate harm.
Underlying technical challenges for using the
WTO to stop dumping is the political reality of
the multilateral trading system that makes it diffi-
cult for small countries to challenge powerful eco-
nomic players like the U.S. Governments must
amend global trade rules to make it easier for
developing countries to challenge agricultural
dumping at the WTO. Importing countries
should have the ability to immediately impose
countervailing and anti-dumping duties to bring
the dumping prices up to cost of production levels.

The Institute for Agriculture and Trade Policy’s full
report, United States Dumping on World
Agricultural Markets, can be found at
tradeobservatory.org.


