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INTRODUCTION

This series of reports by the United States International Trade
Commission is made pursuant to section 410 of title IV of the Trade Act of
1974 (19 U.S.C. 2440), which requires the Commission to monitor imports from
and exports to certain nonmarket economy countries (NME's). These countries
include those listed in headnote 3(f) of the Tariff Schedules of the United
States (TSUS) 1/ and others not listed in the headnote, 2/ viz, Hungary, the
People's Republic of China (China), Poland, and Romania. 3/ These are
countries whose exports can be investigated by the Commission under section
406 of title IV of the Trade Act of 1974. Through control of the level of
production, distribution process, and the price at which articles are sold,
they could disrupt the domestic market in the United States and thereby injure
U.S. producers. Under the statute, the Commission publishes a summary of
trade data not less frequently than once each calendar quarter for Congress
and, until January 2, 1980, the East-West Foreign Trade Board. As of that
date, the East-West Foreign Trade Board was abolished, and its functions were
transferred to the Trade Policy Committee, chaired by the United States Trade
Representative.

As specified by the statute, one objective of the reports in this series
is to provide data on the effect of imports from NME's on the production of
like or directly competitive articles in the United States and on employment
within industries producing those articles. Therefore, the reports include
trade statistics for those NME's whose current trade with the United States is
at least at a level that could present problems for domestic industry:
Albania, Bulgaria, China, Cuba, Czechoslovakia, East Germany, Hungary,
Mongolia, North Koresa, Poland, Romania, the U.S.S.R., and Vietnam.

1/ The following countries or areas are listed under headnote 3(f) of the
TSUS: Albania, Bulgaria, Cuba, Czechoslovakia, the German Democratic Republic
(East Germany), Estonia, those parts of Indochina under Communist control or
domination (including Vietnam), North Korea, the Kurile Islands, Latvia,
Lithuania, Mongolia, Poland, Southern Sakhalin, Tanna Tuva, and the U.S.S.R.

2/ When most-favored-nation tariff treatment is accorded a Communist
country, that country is no longer included in headnote 3(f).

3/ Earlier reports in this series included Yugoslavia among the NME's whose
trade with the United States is monitored. At the suggestion of the United
States Trade Representative and after consultation with the appropriate
congressional committees, the Commission decided that Yugoslavia would no
longer be included in the countries covered by this report. This decision was
effective with the 27th report. (27th Quarterly Report to the Congress and
the Trade Policy Committee on Trade Between the United States and the
Nonmarket Economy Countries During April-June 1981, USITC Publication 1188,

September 1981, hereafter 27th Quarterly Report . . ., p. 1.) In the opinion
of many analysts, Yugoslavia is not appropriately classified as an NME. Also,

it is not a member of the Warsaw Pact or the Council for Mutual Economic
Assistance (CMEA). Yugoslavia has special status with the Organization for
Economic Cooperation and Development and is a leader in the movement of
nonaligned countries.




At the present time, Romania, Hungary, and China receive most-
favored-nation (MFN) taeriff treatment from the United States. Poland's MFN
status was indefinitely suspended by the President in October 1982. 1/ Most
other NME's have never been accorded this treatment because of the policy
legislated as section 5 of the Trade Agreements Extension Act of 1951, i.e.,
that the President should take appropriate action to deny the benefit of
trade-agreement concessions to imports from certain Communist nations or
areas. :

In the TSUS, the unconditional MFN rates of duty are set forth in
column 1. The rates applicable to products of designated Communist nations 2/
are set forth in column 2; for the most part, these are the higher rates that
were established in 1930. The rates of duty resulting from this policy vary
considerably from item to item, and discrimination is not present at all for
products that historically have been duty free or dutiable at the same rates
in columns 1 and 2. Therefore, actual or potential U.S. imports from
countries that do not enjoy MFN privileges depend in some measure on the rates
of duty on the specific items involved.

This particular report contains a summary of U.S. trade with the NME's
during the year 1982 and examines U.S. exports, imports, and the balance of
trade with these countries, as well as the commodity composition of this
trade. This report also contains a summary for each major nonmarket
economy--China, the Soviet Union, and Eastern Europe--of economic and other
developments affecting U.S. trade and commercial relations with these
countries, and a brief review of developments in U.S. trade with each of them
them. A glossary and a cumulative subject index are also included.

1/ Presidential Proclamation No. 4991, Oct. 27, 1982.
2/ Those nations referred to in headnote 3(f) of the TSUS.



SUMMARY

U.S. trade with the nonmarket economy countries (NME's) fell by
12.6 percent in 1982, to $9.8 billion. U.S. exports accounted for most of the
decline, with the result that the positive trade balance that the United
States has traditionally enjoyed with the NME's shrank from $4.5 billion in
1981 to just $3.3 billion last year.

China continued to dominate trends in U.S.-NME trade. It accounted for
44 percent of all U.S. exports to these countries in 1982, and 68 percent of
all imports from them. China was the only major NME supplier that increased
its shipments to the United States last year, with petroleum and apparel
accounting for the growth. The Soviet Union was the only major NME country to
which U.S. exports were higher last year. Stepped-up sales of soybeans and
superphosphoric acid were responsible for the rise, as the effects of the
post-Afghanistan embargo wore off. U.S. exports to Eastern Europe tumbled by
almost one-half. A combination of political and economic factors led to
disruptions in the region's system of production, trade and finance, which put
severe pressure on most countries in that area to conserve hard-currency
reserves.

Commercial relations between the United States and China became more
strained in some areas in 1982. From the perspective of U.S. exports, the
problems centered on the conditions under which U.S. business must operate in
China. Also, China continued to be dissatisfied with U.S. controls on exports
to that country, particularly as they restrict the availability of
nuclear-related products and technology. The main issue in U.S. imports from
China last year was the heightening conflict between the two countries over
the system of quotas on the entry into the U.S. market of very competitive
Chinese textiles and apparel. As of December 31, 1982, when the bilateral
agreement governing this trade expired, little progress had been made toward
reaching a new accord.

Cool economic relations prevailed throughout 1982 between the United
States and the Soviet Union. The United States remained unsuccessful in
dissuading its allies from assisting the U.S.S.R. in the construction of the
Siberian-European natural gas pipeline. However, other East-West economic
policy proposals of the United States met with some success when the parties
to the Organization of Economic Cooperation and Development Export Credit
Arrangement on Export Credits agreed to raise the minimum interest rate for
official credits to the U.S.S.R. While no new long-term U.S.-U.S.S.R. grain
supply agreement was concluded in 1982, the United States did agree to a
second one-year extension of the original agreement that permits very high
levels of grain sales to the Soviet Union through September 1983. Another
notable event in commercial relations during the year was the meeting of the
U.S.-U.S.8.R. Trade and Economic Council in Moscow--the first such meeting
held in 4 years.

The suspension of Poland's long-held MFN status was the most significant
development in U.S. commercial relations with Eastern European countries in
1982. At the same time, the United States extended MFN tariff treatment to
Hungary and Romania for another year.



During the year, the U.S. International Trade Commission instituted
3 investigations of imports from NME's possibly disrupting the U.S. market.
One market disruption case involved imports from East Germany, and 2 involved
imports from China. 1In addition, the U.S. International Trade Commission and
the Department of Commerce conducted 4 investigations under U.S. antidumping
statutes that involved products from NME's. Imports from China were subject
of three and imports from Romania of one of these cases.



TRADE IN 1982 BETWEEN THE UNITED STATES
AND THE NONMARKET ECONOMY COUNTRIES

The value of total two-way trade between the United States and the NME's
dropped by 12.6 percent from 1981 to 1982 (table 1). At $9.8 billion,
U.S.-NME trade was at its lowest level since 1979. Though both imports and
exports declined, a 16.7-percent slide in U.S. shipments to the NME's was the
main feature of this trade during 1982. The fall in exports--from
$7.9 billion in 1981 to $6.5 billion in 1982--was the first year-to-year

decline since 1977 (fig. 1). For imports from the NME's, the 3.l-percent drop
to $3.3 billion in 1982 was the first since 1975.

The sharp decline in U.S. exports led to a 27-percent shrinkage of the
U.S. merchandise trade surplus with the NME's, from $4.5 billion in 1981 to
$3.3 billion in 1982. 1/ Even so, U.S. trade with the NME's remained very
one-sided: for every 1 dollar's worth of goods imported from the NME's, the
United States shipped them 2 dollars' worth. Almost nine-tenths of the
reduction in the U.S. merchandise trade surplus with the NME's between 1981
and 1982 was attributable to a continuing narrowing of the bilateral surplus
with China. This surplus peaked in 1980 at $2.7 billion, but has since been
cut by 75 percent. Since that year, exports to China have fallen, but the
rapid growth in U.S. imports has continued.

The value of all U.S. merchandise export and import transactions with the
world also declined between 1981 and 1982, but by less than the drop in
U.S.-NME trade. As a result, the relative importance of the NME's as trading
partners declined slightly; they accounted for only 2.18 percent of total U.S.
goods trade in 1982, down from 2.30 percent in 1981. The share of the NME's
in total U.S. exports dropped to 3.16 from 3.43 percent in 1981; the NME share
in the U.S. import market rose slightly--from 1.31 to 1.35 percent--as imports
from NME sources fell less rapidly than did total U.S. imports from the
world.

U.S. Exports to the NME's

U.S. exports to the NME's declined by $1.3 billion from 1981 to 1982, but
there were considerable differences in export performance from market to
market. China remained the leading NME market for U.S. exports, but the value
of shipments declined for the second year in a row (table 2). The
year-to-year fall of $694 million accounted for just over half of the total
decline in the dollar value of U.S. exports to all NME's.

Poland and Romania--both of which faced debt crises during the year--were
the other major factors in the overall weakening trend. Exports to these two
largeest Eastern European markets for U.S. exports were off by over one-half
from 1981. For the six Eastern European CMEA member countries 2/ combined,
U.S. exports declined by 57 percent from 1980 to 1982, as credit problems,

1/ The overall U.S. merchandise trade balance was in deficit by $35 billion
in 1982.

2/ Poland, Romania, East Germany, Hungary, Czechoslovakia, and Bulgaria.
Albania is not a member of the CMEA.



Table 1.--U.S. trade with the world and with the nonmarket economy countries (NME's),
1980-82, October-December 1981, and October-December 1982

" v

October-December--

Item : 1980 : 1981 : 1982 :
: : : : 1981 : 1982

U.S5. world trade: : : : : ]
Exports-———---=-—=——=-- million dollars-—--: 216,592 : 228,870 : 207,158 : 56,743 : 48,6496
Imports—=——=—=-=—cmem e do-----: 239,943 : 259,012 : 262,340 : 65,202 : 58,708
Balance-—--=-=-——--—mmme e do====--: -23,351 : -30,142 : -35,182 : -8,459 : -10,212

Trade turnover (exports plus imports) : : : : :
million dollars—--: 456,536 : 487,881 : 449,498 : 121,945 : 107,203

U.S. trade with NME's: : : : : :
Exports-—-—--------=-—- million dollars---: 7,600 : 7,852 : 6,540 : 2,101 : 1,133
Imports——=—==--=——cmm e - do--=---: 2,640 : 3,380 : 3,276 : 799 : 745
Balance--—---=—--=—mmmme do—----: 5,160 : 4,472 : 3,263 : 1,302 : 388

Trade turnover (exports plus imports) : : : : :
million dollars—---: 10,040 : 11,232 : 9,816 : 2,899 : 1,877

Share of total U.S. trade accounted : : : : .

for by trade with NME's: : : : : :
Exports-—---=--=c-cceccmc e percent—---: 3.51 : 3.43 : 3.16 : 3.70 : 2.34
Imports——==—==—ccre e - do—---- : 1.02 : 1.31 : 1.35 : 1.23 : 1.27

L)

Source: Compiled from official statistics of the U.S. Department of Commerce.

Note.~--Import figures in this and all other tables in this report are Census—-basis imports for consumption
at customs value. Exports are domestic exports only, including Defense Department military assistance
shipments, and are valued on an f.a.s. basis.
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Table 2.--U.S.
1980-82,

October-December 1981,

(In thousands of dollars)

-
.

exports to the individual nonmarket economy countries and to the world,
and October-December 1982

October-December--

Market : 1980 : 1981 : 1982
: : : 1981 : 1982

Albania-—-—------------—--——---=: 6,891 : 6,137 : 16,400 : 4,895 : 6,163
Bulgaria--————-—--------—-—--—-: 160,701 : 258,104 : 106,453 : 57,512 : 8,769
China---—------------—----o—m—— : 3,748,993 : »598,601 : 2,904,535 : 921,813 : 516,231
Cuba~------------—-—mm 119 : 558 : 951 = 148 : 122
Czechoslovakia——--=--—=--==—=-==- : 185, 145 : 82,620 : 83,598 : 23,332 : 9,977
East Germany------—-—--=-=->=c-= : 477,389 : 295,557 : 222,657 : 59, 124 : 41,063
Hungary-----=--=-=s-e—meveu—u=y 79,020 : 77,511 : 67,842 19,726 : 17,374
Mongolia---—-——-------—mme——— : 6% : 75 : 3644 13 ¢ 4
North Korea------------=--=--- : - - 100 - -
Poland----—---—-------omm--m--2 710,446 : 680,547 : 292,606 92,662 : 106,814
Romania--------------—----n——— : 720,231 : 503,890 : 223,231 37,032 : 30,120
U.5.5.R-——-—-——r—m——mmmmmm o 1,509,747 : 2,338,818 : 2,588,975 : 878,534 : 388,261
Vietnam----------------——--——-: 1,148 : 10, 135 : 31,995 : 5,767 : 9,825

Total----—-----—---mm e : 7,599,895 : 7,852,353 : 6,539,686 : 2,100,557 : 1,132,704

Total, U.S. exports : : : : :

to the world------------: 216,592,219 : 228,869,586 207,157,641 56,743,497 : 48,695,886
Note.--Due to rounding, fiqures ray not aod to the totals shown.
Source: Compiled from official statistics of the U.S. Department of Commerce.



9

deteriorating terms of trade with the U.S.S.R., and stagnation of their
internal economies and export markets squeezed these countries' ability to
import from the West. 1/

In contrast, exports to the Soviet Union were up a modest 11 percent in
1982, mostly on the strength of a postembargo surge of agricultural shipments
in the first quarter of the year. However, figure 2 shows that sales to the
U.S.S.R. have fallen back sharply since then.

As a result of these divergent trends, the relative shares of the
individual markets in total U.S. exports to the NME's changed somewhat from
1981. Figure 3 shows that the main shifts were a rise of nearly 10 percentage
points in the Soviet share, offset by declines of 3 points in Romania's share
and of more than 4 points in Poland's.

The product composition of U.S. exports to the NME's did not change
greatly from 1981 to 1982. As in past years, food remained much more
important in exports to the NME's than in total U.S. exports, with this being
offset by a much lower share of manufactured goods other than chemicals in
exports to the NME's than in total exports to the world (table 3). Within the
overall downward trend of U.S. exports to the NME's in 1982, the main shifts
that did occur in the kinds of products exported were: (1) a decline of
3.5 percentage points in the large share of food and live animals; (2) smaller
declines in the shares of crude materials and of manufactures classified by
chief material; and (3) a relatively great increase in the share of
chemicals.

Food and live animals

In the case of food and live animals (products classified in SITC
sec. 0), the drop in the share of total exports to NME markets accounted for
by these products corresponded to a 22-percent decline in value between 1981
and 1982. The fall in the relative importance of these products was most
pronounced in Eastern Europe, where food and live animals exports accounted
for 72 percent of total U.S. exports in 1981, but only 48 percent in 1982.
The share of SITC section O products actually rose in exports to China, from
37 to 43 percent; it declined for the U.S.S.R. to 63 percent in 1982 from
68 percent in 1981.

Three specific products accounted for almost all of the $951 million drop
in food and live animals exports to all NME's in 1982: yellow corn (Schedule
B No. 130.3465); soybean o0il cake and oil-cake meal (Schedule B No. 184.5260);
and unmilled wheat (Schedule B No. 130.6540). Appendix table B-1l shows that
exports of these items dropped by a combined total of $878 million between
1981 and 1982.

A collapse in yellow corn shipments to Eastern Europe--especially to
Poland, Romania, and Bulgaria--far outweighed increases in other markets.
U.S. exports to Eastern Europe fell from $914 million in 1981 to $297 million
last year. Yellow corn exports to China actually tripled to $189 million in
1982, and exports to the U.S.S.R. rose moderately, to $819 million.

1/ Wharton Econometric Forecasting Associates (WEFA), Centrally Planned
Economies Outlook, September 1982, pp. 2-3.



Filgure 2.—-U.S. exports to the nonmarket economy countrles (NME‘’e).
Chlina, and the U.S.S.R., by quarters, 1978-82.
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Flgure 3.-—Ra!ative shares of U.S. axports to the nonmarket

economy countrles, 1881 and 1982.
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1/ Hungary, Czechoslovakkla, East Germany, Bulgarta, Mongolta, Albanta,
North Korea, Cuba, and Vtetnam.

Source: Based on data In table.
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For unmilled wheat, exports to the Soviet Union were likewise up
moderately. For the second straight year, U.S. grain sales to the Soviets
were roughly equally divided between wheat and corn; over the preceeding
3 years, the value of exports of corn had been about double that of wheat.
However, a $222 million drop in exports to China--the largest NME market for
wheat--was the determining factor in declining overall sales to the NME's
China's requirements for imported wheat have lessened following several good
grain harvests. Exports to Eastern Europe also fell sharply, but that market
is only a minor one for U.S. wheat.

However, for soybean oilcake and oil cake meal Eastern Europe has been by
far the most important NME market, 1/ and accounted for 17 percent of
worldwide U.S. exports of these products in 1981. Soybean oilcake exports to
Eastern Europe declined sharply in 1982. Exports to Poland almost
disappeared, falling from $73.5 million in 1981 to just $1.4 million last
year. As a result, the NME share in total U.S. exports of soybean oilcake and
oilcake meal fell to under 6 percent. Eastern European consumption of soybean
meal declined substantially between the 1980/81 and 1981/82 crop years,
probably due to reduced animal herds and progress in substituting nonimported
feeds for imported meal. Total meal imports from all sources are estimated to
have fallen by about 25 percent in the 1981/82 crop year. 2/ The even sharper
fall in U.S. exports to the region--particularly to Poland and to
Romania--probably resulted from the unavailability of Commodity Credit
Corporation credits or guarantees, which had been used extensively to finance
this trade.

Crude materials

Exports to the NME's of crude materials (products classified in SITC
sec, 2) declined by 25 percent in 1982, following a drop of 15 percent from
1980 to 1981. China has been the leading NME market for these products. 1In
1982, U.S. crude materials exports to China fell by $516 million (47 percent);
exports to Eastern Europe and the Soviet Union rose sharply, for a net fall of
$330 million to all NME's

Four items accounted for most of U.S. exports of crude materials to the
NME's in 1982. Exports of soybeans (Schedule B No. 175.4100)--the largest
item in crude materials exports to the U.S.S.R. and Eastern Europe--were up,
which determined the overall trend in crude materials exports to those
markets. China is the only significant NME market in the three other largest
items in this category: cotton (Schedule B Nos. 300.1060 and 300.1550);
discontinuous polyester fibers (Schedule B No. 309.4242); and softwood logs
(Schedule B Nos. 200.3510 and 200.3514). Very large declines in the fiber
items outweighed continuing rapid growth in exports of logs in 1982.

1/ Eastern European soybean imports from the United States are primarily in
the form of soybean meal; Soviet imports are of whole soybeans. This is
because Eastern Europe is self-sufficient in edible oils, but the Soviet Union
uses both the oil and the meal produced by crushing whole soybeans. Exports
to the Soviet Union of whole soybeans (which are classified in SITC
sec. 2--Crude meterials) were up sharply in 1982. Exports during 1981 had
‘been affected by the Carter administration embargo following the Soviet
invasion of Afghanistan.

2/ U.S. Department of Agriculture, Foreign Agricultural Circular on Oilseeds
and Products No. 1-83, Jan. 1983, p.1l2.
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U.S. exports of cotton to China peaked at $701 million in 1980, as
domestic supplies were not sufficient to supply a rapidly growing cotton
textiles industry. However, starting with the 1980/81 crop year, there were
two successive record cotton crops, and another record is expected in the
current (1982/83) crop year. From 1981 to 1982, cotton exports to China fell
by 62 percent to $178 million. For the second half of 1982, exports of the
two main cotton items--Schedule B Nos. 300.1060 and 300.1550--were down by

92 percent from those in the corresponding period of 1981, to only
$9.9 million.

Exports of discontinuous mammade fiber to China also underwent a steep
decline last year, falling by 71 percent from a record $312 million in 1981.
The Chinese apparently overestimated their capacity to process this fiber into
textile products, which resulted in the accumulation of unwanted
inventories. For the principal item in this product group--polyester fibers
classified in Schedule B No. 309.4242--exports to China had accounted for
78 percent of worldwide U.S., exports in 1981; this share fell to 52 percent
for all of last year, and was only 43 percent in the fourth quarter.

The future of U.S. exports to China of both cotton and manmade fibers, as
well as of soybeans, was brought into question by the Chinese in early 1983
during bilateral textiles negotiations then being conducted. With
negotiations at a temporary impasse, the United States on January 13
unilaterally imposed quotas on imports from China of 32 categories of textile
products. In apparent response, China announced on January 19 that it was
banning further purchases in 1983 of U.S. cotton, soybeans, and chemical
fibers. Even apart from this ban, however, it seems likely that for purely
economic reasons U.S. exports to the Chinese of these three products will not
approach the levels recorded in recent years.

Softwood logs was the fourth major crude materials product group exported
to the NME's in 1982. As is the case with cotton and chemical fibers, China
is the only significant NME market for U.S. logs; unlike exports of those
products, though, softwood log shipments to China continued to grow rapidly in
1982. These exports grew from insignificant levels as late as 1979 to
$42 million in 1980, more than doubled to $89 million in 1981, and more than
doubled again to $212 million last year. China accounted for 17 percent of
total U.S. exports of all types of logs (Schedule B No. 200.35) in 1982, up
from 8 percent in 1981. For Douglas-fir logs (Schedule B No. 200.3510),
exports of $162 million to China last year were 27 percent of total U.S.
exports. The growth of China as a market for U.S. logs is the result of
increased Chinese demand and an oversupply in the United States due to a slump
in the construction industry. The Soviet Union--which is not currently
shipping logs to China--is the only other potential supplier of large
quantities of softwood logs. China has forest resources, but estimates of the
time it will take to develop them range from 10 to 50 years.

Chemicals

Exports of items classified in SITC section 5, Chemicals, rose by
30 percent from 1981 to 1982, meking this the only major product category that
recorded a year-to-year increase in the value of shipments to the NME's. The
chemicals category has increased its share of U.S. exports to the NME's each
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year since 1978, when it accounted for 3.3 percent of the total; in 1982, this
share was 13.2 percent. Rising exports of fertilizers to all three major NME
markets—-the Soviet Union, Eastern Europe, and China--and of synthetic resins
and plastic materials to China have been the principal factors in the
increasing importance of this category since 1978.

Two items accounted for most of the $198 million increase in chemicals
exports to the NME's in 1982. There was a $102 million spurt in shipments of
superphosphoric acid (SPA) (Schedule B No. 480.7025) to the Soviet Union, and
a $95 million increase in exports of polyethylene resins (Schedule B
No. 444.16) to China.

The rise in SPA exports to the U.S.S.R. from $166 million in 1981 to
$268 million last year resulted from the full-scale resumption of shipments
under a long-term countertrade agreement with Occidental Petroleum following
the lifting of the Carter administration embargo in 1981. The Soviet Union is
by far the largest foreign market for this product, which is used to make
liquid fertilizer. Shipments of SPA under the 1974 agreement began in 1979.

Polyethylene resins are used to make a wide variety of plastic packaging
and construction goods, toys, and so forth. Until very recently, the United
States has enjoyed a cost advantage in producing this resin, since the U.S.
industry is based on relatively low-priced natural gas feedstocks; the
European and other suppliers' production is based on naphtha, a petroleum
product. A large increase was also recorded in exports to China of
polypropylene resins (Schedule B No. 444.17); shipments of saturated polyester
resins (Schedule B No. 444.15) and of styrene resins (Schedule B No. 444.20)
fell sharply.

Manufactures classified by chief material

The share of manufactures classified by chief material in all U.S.
exports to the NME's declined last year to 5.0 percent from 6.5 percent in
1981. Products classified in SITC section 6 include leather, rubber and wood
products, paper, textiles, and mineral manufactures, as well as basic metal
products. They have played a relatively minor role in exports to Eastern
Europe and the Soviet Union, accounting for less than 3 percent of total U.S.
sales in those markets in every year since 1978.

Since 1979, this category has been more prominent in trade with China,
having accounted for 14.2 percent of U.S. exports in that year, and slightly
less since then. From 1981 to 1982, this share fell from 12.4 to 9.5 percent,
as exports of manufactures classified by chief material declined at a faster
rate than did overall exports to China. A fall of $172 million in exports to
China accounted for over nine-tenths of the total decline in exports of these
products to the NME's last year.

Several different types of products have been prominent in U.S. exports
in this category to China over the last 5 years, but there is no indication
that there will be a continuing market for any of these U.S. goods. In 1979,
shipments of tubes, pipes, and fittings of iron or steel (SITC group 678)
reached $150 million, which was 62 percent of the section 6 total. U.S.
exports of these products to China did not exceed $10 million in any year
before then, and have not since. Paper exports (SITC group 641), which were
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under $3 million in 1979, became the leading U.S. export in the category in
1980, with shipments of $130 million. They then dropped by over half in 1981
and by another 41 percent to just $36 million in 1982. 1In 1981, the two
leading product groups were textile yarn (SITC group 651) at $204 million and
woven fabrics of manmade fibers (SITC group 653) at $68 million. The only
notable increase in exports for 1982 was a jump from $193,000 to $22 million
in exports of unwrought copper (SITC group 682), which did not come close to
offsetting declines in the yarn, woven fabric, and paper items.

Other export developments

A number of other items in various SITC categories showed significant
export increases or decreases from 1981 to 1982, though these shifts were of
lesser magnitude than those discussed above. For each of these other product
groups, one market accounted for most or all of the total change in U.S.
exports to all NME's last year.

Exports to Eastern Europe of butter (SITC group 023) declined by
$27 million. Exports to that market of raw hides (SITC group 211) rose by
$21 million, and the value of special export transactions (SITC
group 931)--specifically, miscellaneous items donated for relief--was up by
$16 million last year. 1/ Exports to the Soviet Union of lubricating oils
(SITC subgroup 334.5) were up $26 million; miscellaneous articles of resins or
plastic materials (SITC subgroup 893.9) rose by $17 million. Declining by
$31 million were shipments to the U.S.S.R. of animal oils, fats, and greases
(SITC subgroup 411.3), and also down by $39 million were exports of vehicle
parts and accessories (SITC subgroup 784.9). Exports to China of pulp and
waste paper (SITC group 251) fell by $51 million in 1982.

Among individual export items that increased most in percentage terms
from 1981 to 1982, bovine leather (Schedule B No. 121.0515) was the largest in
value of shipments to all NME markets combined (table 4). China has been the
only significant NME market for this product and has accounted for
three-fourths or more of worldwide U.S. exports in recent years.

Although the NME's are relatively unimportant overall as a market for
U.S. exports, there are a number of products for which the NME's accounted for
a large share of total U.S. exports last year (table 5). Easily the largest
is superphosphoric acid (Schedule B No. 480.7025--see discussion in the
section on chemicals exports, above). Exports to China make the NME's the
most important foreign market for polyester yarns (Schedule B No. 310.0010)
and fibers (Schedule B No. 309.4242). For two fairly large items—-unwrought
copper (Schedule B No. 612.0440) and sunflower seed oil (Schedule B
No. 176.5400)--the NME share went from zero in 1981 to almost half of total
U.S. exports last year.

1/ The value of exports in this latter category to Vietnam also rose, from
$7 million in 1981 to $25 million in 1982.
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U.S. Imports From the NME's

Overall U.S. imports from the NME's declined slightly last year by
$104 million, or 3.1 percent, from those in 1981. Imports from China rose by
$386 million, up 21 percent from imports in 1981 (table 6). U.S. imports from
China have grown every year since the process of normalization of trade
relations began in the late 1970's, but the 1982 increase was the smallest
year-to-year percentage gain since 1977. Imports were down sharply from the
next three most important NME suppliers to the U.S. market--Romania, the
Soviet Union, and Poland. Taken together, these three countries' shipments to
the United States dropped 39 percent from 1981 to 1982, with the $496-million
drop more than offsetting the rise in imports from China. Imports from other
significant NME sources--Hungary, Czechoslovakia, East Germany, and
Bulgaria--showed little change.

Figure 4 illustrates the growing importance of China in total U.S.
imports from the nonmarket economy countries, and the decline of the middle
tier of NME suppliers. China accounted for two-thirds of all imports from
NME's last year, up from 54 percent in 1981 and from just 17 percent as
recently as 1978. 1In 1978, China was the 58th ranked trading partner of the
United States in terms of import value, and 44th in terms of total trade
turnover (exports plus imports). By last year, China had become the 21st
ranked U.S. trading partner in terms of both imports and total turnover.

Figure 5 shows how imports from China have come to dominate the trend in
total imports from the nonmarket economy countries in the last few years;
imports from the Soviet Union determined the overall trend until about 1980.
Figure 5 also shows that the 1982 increase in imports from China consisted
mainly of a third quarter surge that did not continue through to yearend. The
third quarter jump was composed of sharply higher imports of petroleum and
apparel.

Compared with U.S. imports from all sources in 1982, imports from the
nonmarket economy countries were made up of a much higher proportion of
miscellaneous manufactured articles (items classified in SITC sec. 8), and a
much lower share of machinery and transportation equipment (SITC sec. 7).
This pattern is even more pronounced in imports from China. NME's also
supplied relatively more manufactured goods classified by chief material
(SITC sec. 6) and chemicals (SITC sec. 5), and relatively less mineral fuels
(SITC sec. 3), than did other sources of U.S. imports last year (table 7).

Several trends can be identified in the pattern of imports from the NME's
in recent years. Imports of food and live animals (SITC sec. 0), mainly
consisting of meat from Eastern Europe, have decreased in relative importance
in each year since 1978. 1In that year, these products accounted for
13.4 percent of total U.S. imports from the NME's; by 1982, this share was
down to 7.9 percent. There has been rapid growth in apparel imports from the
NME's (principally from China) over the past 5 years, which has led
SITC section 8--miscellaneous manufactured articles--in a rise from
19.0 percent of total U.S. imports in 1978 to 32.6 percent last year. This
category was by far the most important one in total imports from the NME's in
1982. A third noteworthy trend in the pattern of U.S. imports from the NME's
is the near disappearance of trade in commodities and transactions not
elsewhere classified (SITC sec. 9). Nonmonetary gold from the U.S.S.R. has
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Figure 4.——Ralative shares of U.S. Imports from the nonmarkat

economy countries, 1981 and 1982.

China

China
87.8X

All other 1/ All other 1/
8.1X% 8.5%
U.S.8.R.
. Poland
12.6% Poland ;‘;;
18.6%
U.s.S8.R.
18.68X% 7.8% 12, 4%
1881 : 1882

1/ Hungary, Czechoslovakla, East Germany. Bulgarta, Mongolta, Albanta,
North Korea, Cuba., and Viatnam.
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Table 7.-~-U.S. imports from the world and from the nonmarket economy countries (NME's), 1/
by SITC Sections, 1981 and 1982

I
<

oo ve

Total imports Imports from

: the NNE's

e oo oo

SITC Sectian

. . .
.

¢z

: 1981 - 1982 : 1981 : 1982
: Value (million dollars)
0. Food and live animals-———-----------cu—-: 15,116 : 14,362 : 277 : 259
1. Beverag2s and tobacco---------------e——--: 2,932 : 3,025 : 35 : 36
2. Crude materials--inedible, except fuel------: 11,038 : 8,671 : 339 : 144
3. Mineral fuels, lubricants, etc--------------: 80,632 : 64,977 : 554 : 690
4. 0ils and fats—--animal and vegetable--------- : 488 : 401 : 1 1
5. Chenicals--=—--=-—----ooom e 9,140 : 9,378 : 255 @ 284
6. Manufactured goods classified by chief : : 2 : .
material---—-----------cmee e : 37,181 : 33,138 : 795 : 586
7. Machinery and transportation equipment—-----=: 69,522 : 73,278 : 274 : 190
8. Miscellaneous manufactured articles---------: 25,885 : 27,732 : 816 : 1,068
9. Commodities and transactions not elsewhere : : : :
classified---=--—--=--crrrcre e : 7,079 : 1,379 : 33 ¢ 20
Total--——--—---rmrcm e e 2 259,012 : 262,340 : 3,380 : 3,276
: Percent of total
0. Food and live animals—----=--==-———e———o—ceo: 5.8 : 5.9 : 3.2 : 7.9
1. Beverages and tobacco-=--—-----=---m————co——- : 1.1 : 1.2 : 1.0 : 1.1
2. Crude materials--inedible, except fuel------: .3 ¢ 3.6 ¢ 10.0 = 4.4
3. Mineral fuels, lubricants, etc------=---—=-- : 31.1 ¢ 26.8 ¢ 16.4 ¢ 21.1
4. 0ils and fats--animal and vegetable----—----: .2 ¢ .2 ¢ 2/ ¢ 2/
5. Chemicals-————-—-------—---cvrrrm e 3.5 ¢ 3.9 : 7.6 : 8.7
6. Manufactured goods classxfled by chief : 2 : :
material--—--------—r iemcmm s e : 14.4 : 13.7 ¢ 23.5 ¢ 17.9
7. Machinery and transportation equipment------ : 26.8 : 30.2 : 8.1 : 5.8
8. Miscellaneous manufactured articles—-—------- : 10.0 : 11.4 : 24.1 32.6
9. Commodities and transactions not elsewhere : : : :
classified-———----—v--—c oo : 2.7 ¢ 3.0 ¢ 1.0 ¢ .6
Total-——-——--—-r——mmm e 100.0 100.0 = 100.0 : 100.0

. .
-~ . .

1/ Albania, Bulgaria, China, Cuba, Czechoslovakia, East Germany, Hungary, Mongolia, North
Korea, Poland, Romania, the U.5.5.R. (including Estonia, Latvia, and Lithuania), and Vietnam.

2/ Less than 0.05 percent.

Note.--Due to rounding, figures may not add to the totals shoun.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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accounted for almost all imports in this category over the past 5 years. Gold
imports made SITC section 9 the largest category in imports from the NME's in
1979, accounting for 23.1 percent of total U.S. imports in that year. This

share fell to just 3.9 percent in 1980, to 1.0 percent in 1981, and again to
0.6 percent last year.

The main shifts that occurred last year in the composition of U.S.
imports from the NME's are discussed below by SITC sections. From 1981 to
1982, declines were recorded of $210 million in imports of manufactures
classified by chief material (SITC sec. 6), $195 million in imports of crude
materials (SITC sec. 2), and $85 million in imports of machinery and
transportation equipment (SITC sec. 7). These were mostly offset by increases
of $252 million in imports of miscellaneous manufactures (SITC sec. 8) and of
$136 million in U.S. purchases from the NME's of mineral fuels (SITC sec. 3).

Crude materials

The 58-percent drop in the value of crude materials imports from the
NME's last year represented a return to more normal levels from a doubling of
imports in this category from 1980 to 198l. That surge was almost entirely
caused by shipments of shelled peanuts (TSUS item 145.4880) from China that
amounted to $152 million in 1981. A drought in the United States in 1980 led
to a disasterous 1980/81 peanut crop. To relieve the shortage, quotas on
peanut imports were temporarily raised by 300 million pounds (from the normal
limit of 1.7 million pounds). China supplied over half of the peanuts
imported under the increased quota. The ceiling has now reverted to
1.7 million pounds per quota year (July 31 to Aug. 1), and peanut imports from
China have again become a minor trade item--$1.3 million in 1982. 1/

Apart from peanuts, crude materials imports have constituted between
4 and 7 percent of total U.S. imports from the NME's over the past 5 years.
China's share of these imports has risen steadily over this period, from
43 percent of the total in 1978 to 75 percent in 1980 and to 83 percent last
year. Principal crude materials items imported from the NME's include:
barium ore (TSUS item 472.10), with $27 million in imports in both 1981 and
1982; crude, sorted feathers (TSUSA item 186.1560), with shipments down from
$25 million in 1981 to $10 million last year; and tungsten ore (TSUSA
item 601.5400), with imports off from $21 million in 1981 to $7 million in
1982. China is the only NME source of barium and tungsten ore, and supplied
80 percent of all NME shipments in the feathers item in 1982.

Mineral fuels

The share of mineral fuels (SITC sec. 3) in total imports from the NME's
increased sharply in 1981 and again last year. It was 8.2 percent of all U.S.
imports from these countries in 1980, and stood at 21.1 percent last year.
Mineral fuels is now the second largest category of U.S. imports from the
NME's, although these countries supply only a very small part of total U.S.
imports of petroleum and other fuels.

1/ See the 27th Quarterly Report . . . , pp. 32-38, and the 29th Quarterly
Report . . . , PP. 40 and 41 for more detail on peanut imports from China.
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The significant items in U.S. imports from the NME's in this section are
all petroleum or petroleum products: gasoline (TSUSA item 475.2520), crude
petroleum (TSUSA items 475.0510 and 475.1010), naphthas derived from petroleum
(TSUSA item 475.3500), and light fuel oils (TSUSA item 475.1015). All these
items except the last one are among the top 20 TSUSA items imported from the
NME's during 1982 (appendix table B-2). The overall rise from 1981 to 1982 of
$136 million in mineral fuels imports from the NME's was the net result of
large moves—-down as well as up--that took place in imports of several
products.

The largest of these changes was a jump from zero to $181 million in the
value of crude petroleum imports from China. China has been the only NME
supplier to the United States of crude petroleum in the last two years, and
the 1982 imports were about 2.5 times the previous high of $72 million
imported in 1979. Gasoline, the single most important mineral fuels item in
both 1981 and 1982, also recorded a large increase: imports from the NME's
were up by $68 million to $417 million. Gasoline imports from China, which
only entered the U.S. market in 1979, were up strongly. Gasoline from China
accounted for four-fifths of all NME shipments to the United States, and for
20 percent of U.S. imports of this product from all sources in 1982. Imports
from Romania, which has a refining industry based on imported crude, were down
by $20 million, while Soviet shipments were up from zero in 1981 to
$10 million in 1982.

Total imports from NME sources of naphtha derived from petroleum declined
by $21 million, though imports from China were up. Light fuel oil imports,
which amounted to $90 million from NME sources in 1981, mostly from the Soviet
Union, totaled only $8 million in 1982, and the only NME supplier was East
Germany.

Manufactures classified by chief material

U.S. imports from the nonmarket economy countries of products classified
in SITC section 6 dropped by one-fourth from 1981 to 1982. This decline
followed 2 years of rapid import increases. Imports from China--mainly of
cotton fabrics, textile furnishings and made-up articles, and knotted carpets
and rugs--accounted for 64 percent of all imports from the NME's in this
category in 1982, up from 46 percent in 1981. China's share increased last
year, in spite of slow growth in the value of its own shipments to the U.S.
market, because imports of these products from other NME sources dropped
sharply. They were down by 55 percent from Eastern Europe and by nearly
40 percent from the U.S.S.R.

The main items that accounted for last year's $210 million drop in
imports from the NME's in this category were steel plate not in coils (TSUSA
item 607.6615), which fell by $118 million; steel oil well casing pipe (TSUSA
items 610.3920 and 610.4220), down $18 million; and unwrought nickel (TSUSA
item 620.0300), down by $26 million.

The main NME supplier of the steel plate item in 1981 was Romania
($88 million), with Poland also providing significant amounts ($37 million).
Imports from Romania fell to only $1.4 million in 1982. This almost total
disappearance of Romanian plate was probably in part the result of the
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uncertainty caused by an antidumping case involving this product that was not
resolved until yearend 1982. 1/ However, steel plate imports from
Poland--which were not involved in the case--were also down, by 87 percent.

Machinery and transportation equipment

U.S. imports from the NME's of products classified in SITC section 7 fell
by 31 percent from 1981 to 1982. This decline followed 4 consecutive years of
increasing imports, and reduced the share of machinery and transportation
equipment items in total U.S. imports from the NME's from 8.1 percent in 1981
to 5.8 percent last year.

This category is the largest of the three SITC sections for which Eastern
Europe is the major NME source. Over the past 5 years, Eastern Europe has
supplied 89 percent of all machinery and transportation equipment imports from
the NME's, with China providing 10 percent and the Soviet Union only
2 percent. Eastern Europe accounted for all of last year's $85 million drop
in these imports from the NME's. Several specific items within SITC section 7
recorded fairly large declines in the value of imports from the NME's from
1981 to 1982. Metslworking machine tools (TSUS items 674.30, 674.32, and
674.35) declined 42 percent in value from 1981. Poland, Romania, and
Czechoslovakia accounted for most of these imports, and for all of the
$16-million fall last year in total shipments from all NME's. Imports of
pumps for liquids (TSUS item 660.97) fell by $33 million. Imports from
Romania and China--the only two significant NME suppliers of these
articles--had risen sharply in 1981, and the decline in 1982 represented a
return to prior trade levels. A $9-million drop in imports of motor-vehicle
parts (TSUSA item 692.3288) was accounted for by reduced shipments from
Hungary, which provided over nine-tenths of all U.S. imports of this item from
the NME's in both 1981 and 1982. Items imported from Hungary in this category
were the subject of an antidumping investigation in 1981 which led to price
undertakings by the Hungarian producer in November of that year. 2/ Imports
from Romania of railway passenger cars (TSUS item 690.15) dropped $11 million
to just $1.5 million in 1982. Romania nonetheless remained the leading
foreign supplier of this item, as imports from other sources also declined.

Miscellaneous manufactured articles

SITC section 8 has been the leading category of imports from the NME's
since 1980, and last year accounted for nearly one-third of all imports from
those countries. By far the largest and fastest growing component of this
trade is imports from China of apparel and clothing accessories (SITC
division 84). The value of apparel imports from China grew by 56 percent last
year, following a 58-percent jump the year before. At $612 million in 1982,
these imports accounted for almost one-fifth of all U.S. imports from all the
NME's. The increase from 1981 to 1982 in shipments from China in this
category was $220 million, or almost nine-tenths of the total increase last
year in U.S. imports of all miscellaneous manufactures from all NME's.

1/ For more information on this action, see the section later in this report
.on Eastern Europe.

2/ See the section on Eastern Europe later in this report for more details
on this situation.
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U.S. imports of apparel from China were governed during 1982 by the
United States—China Textile Agreement signed in September 1980. This
agreement, patterned after U.S. bilateral textile agreements concluded under
the Multifiber Arrangement, expired on December 31, 1982. 1/

Products other than apparel in the miscellaneous manufactures category
showed little change in imports from China last year. U.S. imports of SITC
section 8 items from the Soviet Union continued to be negligible.
Miscellaneous manufactures are an important category of imports from Eastern
Europe, accounting for 27 percent of all imports from that area last year.
Apparel (SITC division 84) and footwear (SITC division 85) are the two main
components of U.S. imports of miscellaneous manufactures from Eastern Europe,
but the value of shipments of these products has held about steady for the
past 5 years and did not change greatly in 1982.

Other import developments

There were significant declines in U.S. imports of two product categories
outside the SITC sections reviewed above. Shipments of canned hams (TSUSA
item 107.3525, which falls within SITC sec. 0--Food and live animals) from
Eastern Europe fell $40 million from 1981 to 1982. Poland, the main supplier,
accounted for most of the drop. Shipments from the Soviet Union of refined
gold bullion (TSUSA item 605.2020, within SITC sec. 9) declined by $20 million
to just $1.5 million. 1In 1979, the Soviet Union shipped 548 million dollars'
worth of gold bullion to the United States and was the leading foreign source,
but gold imports from the U.S.S.R. have declined sharply each year since
then. 2/

Table 8 shows TSUSA items for which U.S. imports from the NME's increased
or decreased the most (in percent) from 1981 to 1982. Cocoa butter (TSUS
item 156.35) imports from China--the sole NME supplier of this product--first
appeared in 1981. The $13.9 million in cocoa butter imports from China in
1982 represented 8 percent of total U.S. imports of that commodity. Of the
TSUSA items for which most or all U.S. imports were supplied by the NME's,
none exceeded $10 million in NME import value in 1982 (table 9).

1/ See the section later in this report on developments in commercial
relations with China for a discussion of the negotiations. For more detail on
the growth of U.S. apparel imports from China, see the 32d Quarterly

Report . . . , pp. 39-51, and the 24th Quarterly Report . . . , pp. 47-85.

2/ See the 25th Quarterly Report . . . , p. 60, for a discussion of gold
imports from the U.S.S.R.
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