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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), 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, the
distribution channels, 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, for 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 might possibly affect a domestic industry: Albania,
Bulgaria, China, Cuba, Czechoslovakia, East Germany, Hungary, Mongolia, North
Korea, 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 Germeny), Estonia, those parts of Indochina under Communist control or
domination (including Vietnam), Morth Korea, the Kurile Islands, Latvia,
Lithuanla, Mongolis, 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, p. 1, hereinafter 27th Quarterly Report . . ..) 1In 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. 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) tariff treatment from the United States. Poland's MFN
status was indefinitely suspended by the President in October 1982. 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. 1/

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.

Except as otherwise noted, trade data presented in this report are
compiled from official statistics of the U.S. Census Bureau. Imports are
imports for consumption (the sum of directly entered imports plus withdrawals
from customs warehouses) at customs value (generally equivalent to f.o.b.
value at the foreign port of export). Exports are domestic exports
(U.S.-produced goods) at f.a.s. value. Detailed analysis in the report is
generally done on a seven-digit TSUS (imports) or Schedule B (exports) basis,
which is the basis on which the data are collected. Analysis of aggregate
trade levels and trends is generally presented in terms of Standard
International Trade Classification, Revision 2 (SITC) 3/ categories. The
TSUSA and Schedule B data are reclassified into SITC categories using
concordances maintained by the Census Bureau.

This particular report contains a summary of U.S. trade with the NME's
during April-June 1983, and examines U.S. exports, imports, and the balance of
trade with these countries, as well as the commodity composition of this
trade. Important development in U.S. commercial relations with the NME's
during the first 6 months of 1983 are also discussed.

This report also presents the results of a second annual analysis to
identify potentially disruptive imports from NME's in a systematic way. For
this purpose, the report, using the automated East-West Trade Statistics
Monitoring System, analyzes trade and domestic production data, and also
discusses methodological questions. This is an improved and updated version
of the first such project, which was included in the 31st Quarterly Report.

A glossary and a cumulative subject index are included following the
statistical tables in the appendices.

1/ Presidential Proclamations Nos. 4991, Oct. 27, 1982, and 5048, Apr. 14,
1983.

2/ Those nations referred to in headnote 3(f) of the TSUS.

3/ The SITC was developed by the United Nations Secretariat in 1950 as a
common basis for the reporting of international trade data. 1In 1975, the U.N.,
Economic and Social Council recommended that member States begin report1ng
their trade statistics on the basis of Revision 2 of the SITC.



SUMMARY

Trade with nonmarket economy countries (NME's) continued to decrease in
April-June 1983. The traditional U.S. surplus in merchandise trade with the
NME's virtually disappeared as exports to these countries fell precipitously.
A U.S. surplus of $1.1 billion in April-June 1982 contracted to $114.8 million
in April-June 1983.

The U.S. trade balance worsened vis-a-vis all three major NME
markets--the U.S8.S.R., China, and Eastern Europe 1/--in the second quarter of
1983 as well as in the first. In April-June 1983 the United States registered
a8 quarterly deficit in its trade with China for the first time since 1977.

The U.S.S.R. was the only major NME trading area with which the United States
maintained a positive balance in the second quarter.

The U.S. surplus with NME's in January-June 1983 was almost $2 billion
less than in January-June 1982. U.S. exports to the NME's amounted to
$2.5 billion in January-June 1983, $1.8 billion less than in the corresponding
period of 1982. Over half the decline was attributable a drop in exports to
the U.S.8.R.--for the most part to a major cutback in Soviet purchases of U.S.
grains and soybeans. Some 37 percent of the decline was accounted for by
China, which ceased to purchase U.S. soybeans, virtually discontinued buying
U.S. cotton and manmade-fibers, and sharply reduced its imports of U.S.
wheat. There was also a major drop in Chinese imports of U.S. chemicals,
notably plastics resins. U.S. exports to Eastern Europe--mostly of grains,
soybean oilcake and meal, and chemicals--also dropped.

In contrast to the steep downturn in exports to NME's, U.S. imports from
these countries were up in both the first quarter (4 percent) and the second
quarter (10 percent) of 1983 compared with the first and seccond quarters of
1982. There were no major shifts in the importance of NME sources from last
year: China provided close to two-thirds of the total, Romania was a distant
second with 12 percent, and the U.S.S.R. was third, providing 7 percent.

In January 1983, following the expiration of the 3-year United
States-China textile agreement last year, the United States imposed unilateral
quotas on imports in 32 textile and apparel categories——including 4 new
ones--from China. China responded by announcing that it would cease importing
U.S. soybeans, cotton, and synthetic fibers and would curtail imports of other
unspecified items from the United States for the rest of the year. However,
negotiations towards a textile agreement continued and came to a successful
conclusion in July.

Similarly, negotiations towards the new United States-U.S.S.R. grain
agreement--also concluded in July--began in the first half of the year.
Meanwhile, purchases of U.S. grains by the Soviets hardly exceeded their
minimum commitment under the current bilateral grain agreement.

1/ For the purposes of this series of reports, "Eastern Europe" includes the
six Eastern European members of the Council for Mutual Economic Assistance
(CMEA): Poland, Romania, East Germany, Hungary, Czechoslovakia, and Bulgaria.
Albania is not a member of the CMEA.



In March 1983, President Reagan announced that he would not recommend the
renewal of Romania's MFN status unless its Government ceased charging an
"education tax" to would-be emigrants. However, a satisfactory resolution of
this conflict allowed the President in June to recommend Romania--as well as
China and Hungary--for a one-year extension of MFN status. »

In May the United States committed itself to further easing of the )
transfer of U.S. technology to China. At the end of the first half of 1983,

work on detailed guidelines corresponding to this commitment was already
underway.

In January-June 1983, five antidumping investigations involving imports
from NME's—-all from China--were in progress.



SECOND-QUARTER DEVELOPMENTS IN TRADE BETWEEN THE UNITED STATES
AND THE NONMARKET ECONOMY COUNTRIES

The value of two-way trade between the United States and the NME's in
April-June 1983 was 31 percent below its level in the corresponding quarter of
1982. At $839.2 million, imports were 10 percent higher than those in
April-June 1982, but exports were only $954.0 million compared with
$1.8 billion in the second quarter of 1982 (table 1). This 48-percent decline
in exports continued the general downward trend evident in U.S. shipments to
the NME's since 1980 (fig. 1).

NME markets accounted for 3.3 percent of the value of all U.S. export
trade in April-June 1982. However, as the downward trend in exports to the
NME's continued, shipments to these markets amounted to only 2.2 percent of
all U.S. exports in July-September 1982, Although their share increased
during the next two quarters, rising to 3.2 percent in January-March 1983, 1/
exports to the NME's subsequently declined by 39 percent, which reduced their
share of total U.S. exports to only 1.9 percent in April-June.

With imports $76.2 million higher and exports $876.9 million lower than
in April-June 1982, the traditional surplus in U.S. merchandise trade with the
NME's was almost eliminated during the quarter under review. In April-June
1983, the surplus was just $114.8 million, compared with $1.1 billion in
April-June 1982. The fact that the United States registered any surplus with
NME's was attributable to its trade with the U.S.S.R.; the U.S. trade balances
with both China and the Eastern European countries were in deficit.

The deficit in trade with China, which amounted to $175.7 million, was
the first quarterly negative U.S. balance in merchandise trade with that
country since 1977. Although U.S. imports from China increased only
$15.1 million from January-March 1983 to April-June 1983, exports to China
declined by $299.6 million, erasing the small U.S. surplus of $139.0 million
recorded in the first quarter. The result was a deficit in U.S. trade with
China of $36.8 million for the 6-month period January-June 1983, compared with
a surplus of $703.4 million in January-June 1982. As recently as 1980, the
United States had an annual surplus in merchandise trade with China of
$2.7 billion, though the surplus shrank to $1.8 billion in 1981 and to
$688.7 million in 1982.

The small but unprecedented deficit in U.S. merchandise trade with
Eastern Europe in January-March 1983 2/ was followed by another one in the
second quarter. There was a cumulative deficit of $13.9 million for
January-June 1983 compared with a U.S. surplus of $213.0 million in trade with
this group of countries in the corresponding period of 1982.

1/ Because of heavier grain shipments, a seasonal rise in U.S. exports to
the NME's normally occurs each year in the fourth and first quarters. Even
so, the medium-term trend in exports to NME's was down in the period
October 1982-March 1983; U.S. exports of wheat and corn to all NME's were
$1.7 billion, or 47 percent, less than those in October 1981-March 1982.

2/ 34th Quarterly Report . . ., pp. 5 and 39.
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In contrast, the United States had surplus in trade with the U.S.S.R. in
each of the first two quarters of 1983. The surplus in April-June was
$295.3 million; however, this was about half the surplus in January-March and
56 percent less than that in April-June 1982, For the 6-month period
January-June 1983, the surplus was $893.8 million, compared with $1.9 billion
in January-June 1982.

U.S. Exports to the NME's

The continued downward trend in exports was the predominant feature of
U.S. trade with the NME's in April-June 1983. Grain shipments to the U.S.S.R.
and China, which amounted to $821.4 million in January-March 1983, decreased
81 percent to $155.0 million. The fall in these exports alone exceeded the
net decline in all U.S. exports to NME's in the second quarter by
$66.7 million. However, two developments served to partly offset the sharp
downturn in wheat and corn shipments. The U.S.S.R. purchased $47.8 million in
soybeans after buying none from the United States in January-March 1983.
Secondly, the Soviets imported $65.1 million in cotton from the United States
in April-June 1983. This was the largest sale of U.S. cotton ever made to the
U.S.S.R. The Soviets have purchased small amounts of cotton from each of
several countries in recent years, but the United States normally has not been
one of the suppliers. 1/

China remained the leading NME market for U.S. exports in April-June 1983
(table 2), but it also accounted for half the $876.9 million decrease in the
value of export shipments to all NME's. The U.S.S.R. accounted for another
43 percent of the overall period-to-period decline. The value of exports to
two NME's--Hungary and Poland--was higher in April-June 1983 than in the
corresponding quarter of 1982, but the increase in shipments to these markets
was not sufficient to offset lower sales to the other Eastern European NME's.

Figure 2 shows the relative shares in U.S. exports of China, the
U.S.S.R., and all other NME countries collectively in calendar year 1982 and
in January-June 1983. The most significant change in the latter period was a
decline of 3.4 percentage points in China's share of overall U.S. sales to the
NME's. With the Soviet share increasing slightly compared with that in 1982,
China and the U.S.S.R. each accounted for approximately 40 percent of all U.S.
exports to NME's in January-June 1983.

U.S. exports to China fell from $1.7 billion in January-June 1982 to
$1.0 billion in January-June 1983. The value of wheat shipments to China was
$183.6 million in the first half of 1983, compared with $624.5 million in the
corresponding period of 1982, but wheat was not the only commodity that
contributed significantly to the lower level of exports. U.S. cotton exports
to China declined to $1.2 million in January-June 1983 after amounting to
$167.6 million in January-June 1982, and there were no exports of soybeans to

1/ These developments are discussed in more detail below in the subsections
on exports of crude materials, pp. 12-16, and food and live animals, pp. 16-17.
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China compared with $63.2 million in such shipments in January-June 1982.
Exports of manmade fibers to China, which amounted to $162.5 million in the
first 6 months of 1982, dropped to only $29.4 million. 1/

of 1983.

The embargo imposed by China on imports of U.S. cotton, soybeans, and
manmade fibers in January 1983 probably had little, if any, effect on the
level of such shipments during the first half of the year. With its own
production of cotton and oilseeds increasing every year since 1977, China had
stopped buying both commodities from the United States before it announced the
embargo in response to the U.S. imposition of unilateral quotas on Chinese
textile products in January 1983. 2/ Apparently because of excessive
inventories, it had also stopped ordering polyester fibers from all foreign
suppliers in May 1982 and had sharply reduced its imports of other
synthetics. However, the United States exported some manmade fibers to China
in the first half of 1983, indicating that new import needs may have been
allowed to take precedence over strict observance of the embargo.

On the other hand, there can be little doubt that the Chinese did reduce
their purchases of U.S. wheat in response to the unilateral textile quotas.
When China banned imports of U.S. cotton and soybeans, it also threatened to
cut back its purchases of U.S. wheat and other agricultural commodities. 1In
January-June 1983, the United States exported only 1.2 million metric tons of
wheat to China, whereas, according to the U.S. Department of Agriculture,
other grain suppliers shipped a total of approximately 5.3 million metric
tons. By contrast, the United States accounted for 57 percent of China's
total wheat imports in the first half of 1982.

A decline in grain shipments was also largely responsible for the lower
level of U.8.-U.S.S8.R. trade, though the Soviet market for U.S. soybeans also
decreased. During January-June 1982, total exports to the U.S.S.R. amounted
to $2.0 billion, surpassing those to China for the first time since 1979.
Large Soviet purchases of U.S. wheat and corn were the primary reason: grain
alone accounted for $1.4 billion of the U.S. shipments to the U.S.S.R. in this
period. 3/ 1In January-June 1983, U.S. grain exports to the Soviet Union were
only $634.7 million, 55.5 percent below their level in January-June 1982;
total exports were $1.0 billion, half their previous level. On the other
hand, grain exporters such as Canada, Argentina, and France increased their
sales to the U.S.S.R. in the first half

1/ The data on manmade fibers include synthetic yarns. The leading
manmade-fiber exports to China are noncontinuous polyester fibers (Schedule B
No. 309.4242) and textured yarns of polyester (Schedule B No. 310.0010).

2/ See the section on U.S.-Chinese textile negotiations, pp. 34-35.

3/ After the United States lifted its partial embargo on grain exports to
the U.S.8.R. in 1981, the Soviets purchased 13.9 million metric tons of U.S.
grain for delivery in the Oct. 1, 1981-Sept. 30, 1982, bilateral grain ,
agreement year. This was 5.9 million metric tons more than the United States
was committed to export to the U.S.8.R. during each agreement year while the
embargo was in effect. The total export value of the 13.9 million metric tonmns
of wheat and corn was $2.1 billion, of which 69 percent was shipped in
January-June 1982,

11
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Agricultural commodities also accounted for most of the overall decline
in U.S. exports to the Eastern European NME's. Corn shipments decreased from
$215.2 million in January-June 1982 to $66.9 million in January-June 1983,
when only two of these six countries imported corn from the United States.
Shipments of soybean oilcake and meal, another leading U.S. export to Eastern
Europe, also declined, as all but one country in the region reduced or halted
imports. Corn and other agricultural products normally account for as much as
three-quarters of all U.S. exports to the Eastern European NME's, but most
countries in the area had exceptionally good harvests in 1982.

A comparison of U.S. exports to the world and to the NME's based on
one-digit Standard International Trade Classification (SITC) categories

reveals substantial shifts from last year in the relative importance of these
commodity groups in NME markets (table 3). 1In January-June 1982, the food and
live animals category--mainly wheat and corn--accounted for 57.3 percent of
all U.S. exports to the NME's, but for only 45.2 percent in January-June

1983. On the other hand, the share of machinery and transportation equipment
in total shipments increased by 8.3 percentage points to 14.3 percent,
becoming the third largest category of exports to NME's. Another notable
shift was in the share of miscellaneous manufactured articles, which increased
by 3.3 percentage points to 5.2 percent. The share of chemicals was also
larger, even though the dollar value of U.S. exports to the NME's in this
product group was less in January-June 1983 than in the corresponding period
of 1982. Crude-material exports to the NME's declined in January-June 1983,
in both absolute and relative terms, compared with those in January-June

1982. However, crude materials remained the second largest export category in
the period and became the leading group of exports to the NME's when grain
shipments plummeted in April-June.

Table 4 gives a breakdown of U.S. exports in April-June 1983 by one-digit
SITC commodity sections and by individual NME's. Listed on the basis of their
export value, four SITC categories accounted for nearly 85 percent of all
exports to the NME's: crude materials, food and live animals, machinery and
transportation equipment, and chemicals. Changes in the leading items in each
of these broad commodity groups as they relate to individual NME markets are
discussed below.

Crude materials

U.8. exports of crude materials (SITC Section 2) to the NME's declined by
47 percent from $764.1 million in January-June 1982 to $408.2 million in
January-June 1983. However, there was some improvement in the performance of
this commodity group during April-June 1983, when such exports to NME markets
amounted to $271.5 million, or 67 percent of all such exports to the NME's in
the 6-month period. The second-quarter increase was mainly attributeble to
cotton and soybean exports to the U.S.S.R. and soybean exports to Romania and
Poland. Nevertheless, with China importing no U.S. soybeans and only a
negligible amount of U.S. cotton in the first half of 1983, total soybean
exports to the NME's declined by $146.0 million from their level in
January-June 1982, and cotton exports declined by $101.2 million.

12
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Although the U.S.S.R. is normally a major cotton exporter, it was forced
to import a large quantity--unprecedented in recent years--when adverse
weather resulted in an extremely poor harvest. Production in 1982 was about
half the usual annual cotton output in the Soviet Union, and the quality was
reportedly poor. During April-June 1983, the United States shipped
39,445 metric tons of cotton, valued at $65.1 million, to the U.S.S.R., 1/ but
received no additional orders for future deliveries.

The Soviet harvest is expected to be normal or above average in 1983.
Under such circumstances in the past, the U.S.S.R. has imported only & small
amount of cotton. The imports have been primarily pima cotton, which is not
grown in large quantities in the United States. The main Soviet sources of
this type of cotton are Syria, Afghanistan, and Egypt.

Soviet imports of soybeans from the United States were 72 percent or
$125.5 million less in the first half of 1983 than in the corresponding period
of 1982; the only shipments to the U.S.S.R. in 1983 were in the second
quarter. However, the decline in exports was offset in part by higher
shipments of soybeans to Romania and Poland. Soybeans were the leading U.S.
export to both countries in January-June 1983 (tables B-25 and B-27), and
accounted for a combined export value of $99.7 million.

The United States is not likely to resume exporting a significant amount
of either cotton or soybeans to China since output in China is still
increasing. Its cotton production was 36 million tons in 1982, 21 percent
higher than in 1981, and its output of oilseeds was 118 million tons,

16 percent above the 1981 level. 2/

A decrease in manmade-fiber exports to China was another significant
factor in the overall decline of crude-material exports since January-June
1982. The United States shipped $9.9 million in polyester fibers to China in
January-June 1983 despite its import embargo, but this was $39.6 million less
than the amount exported to China in the first half of 1982. 3/

U.S. exports of softwood logs to China also declined. China imported
only $50.9 million in Douglas-fir logs (Schedule B No. 200.3510) and
$11.7 million in western hemlock logs (Schedule B No. 200.3514) from the
United States in January-June 1983, compared with $91.5 million and
$22.6 million in January-June 1982. The United States did not export logs to
China until 1980, but shipments more than doubled in 1981 and again in
1982. 4/ There has been some concern that China may have reduced its

1/ The official U.S. census data give the U.S.S.R. as the export
destination, but the entire amount shipped was actually diverted enroute to
Eastern European destinations. This was apparently done to fulfill Soviet
export commitments to these countries that the U.S.S.R. otherwise could not
meet after its poor harvest (U.S. Department of Agriculture, U.S. Export
Sales, Aug. 11, 1983, pp. 38-39).

2/ Wharton Econometric Forecasting Associates (WEFA), Centrally Planned
Economies Current Analysis, vol. III, No. 35, May 13, 1983, p. 2.

3/ The other leading U.S. manmade-fiber export to China, textured yarns of
polyester, is classified as a manufactured good classified by chief material
(SITC Section 6). See the section on other export developments, p. 19. 5

4/ See 33d Quarterly Report . . ., p. 48.
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purchases of U.S., logs (as well as wheat) in retaliation against the
unilateral import quotas that the United States imposed on Chinese textiles in
January 1983,

Food and live animals

The NME's accounted for $1.1 billion in U.S. exports of food and live
animals (SITC Section O) in January-June 1983. This was $1.4 billion or
54 percent less than such shipments in the first half of 1982. Wheat exports
to NME markets decreased from $1.4 billion in January-June 1982 to
$683.7 million in January-June 1983, and corn exports fell from $928.4 million
to $364.6 million. The decline was particularly steep in the second quarter
of 1983, Exports of wheat to the NME's totaled only $92.7 million, compared
with $554.2 million in April-June 1982, and corn shipments were $99.1 million,
compared with $451.0 million in the corresponding period of 1982.

Lower grain shipments to the U.S.S.R. were the leading cause of the
decline in this SITC category from January-June 1982 to January-June 1983.
Although the United States authorized the Soviets to purchase up to 23 million
metric tons of wheat and corn under the second l-year extension of the
U.8.-U.S.S.R. bilateral grain agreement (October 1, 1982-September 30,

1983), 1/ they had contracted for the shipment of only 6.2 million metric tons
by the end of the second quarter. 2/ Only 3.0 million metric tons of wheat,
valued at $496.5 million, and 1.2 million metric tons of corn, valued at
$138.2 million, were exported to the U.S.S.R. during the first half of

1983. 3/ By comparison, 4.3 million metric tons of wheat ($795.5 million) and
5.1 million metric tons of corn ($629.3 million) were shipped in January-June
. 1982. )

The United States exported just 1.2 million metric tons of wheat to China
in January-June 1983, compared with 3.9 million metric tons in January-June
1982. This represented a difference in export value of $440.9 million. On
the other hand, corn exports to China were higher in the first half of 1983;
they amounted to 1.4 million metric tons, valued at $158.1 million, compared
with 664,885 metric tons, valued at $82.1 million, in the corresponding period
of 1982. China probably increased corn imports to meet its higher
livestock-feeding requirements. The raising of livestock by individual
households has expanded rapidly in China since 1979, when the Government
launched a program that provides for income incentives to increase animal

1/ See 33d Quarterly Report . . ., pp. 64-66, and 34th Quarterly
Report . . ., p. 13.

2/ The United States shipped another 0.4 million metric tons of wheat after
June 30, raising the quantity of U.S. grain exports to the U.S.S.R. in the
1982/83 agreement year to 6.6 million metric tons. According to the U.S.
Department of Agriculture, the U.S.S.R. imported 32 million metric tons of
wheat and coarse grains from all sources in the period from Oct. 1, 1982,
through Sept. 30, 1983.

3/ Approximately 2 million metric tons of the grain ordered by the U.S.S.R.
under the 1982/83 agreement were shipped during the fourth quarter of 1982,
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output for both export and domestic consumption. 1/ China also bought about
200,000 metric tons of corn from other suppliers during the first half of 1983.

Because China imported only 1.2 million metric tons of U.S. wheat while
buying 5.3 million metric tons from other sources in the first half of 1983,
U.S. officials became concerned that China would not meet its minimum-purchase
commitment under the United States—-China grain agreement. This 4-year pact
calls for China to purchase at least 6 million metric tons of wheat and corn
in each calendar year through 1984, With combined imports of U.S. wheat and
corn amounting to only 2.6 million metric tons as the second quarter ended,
the Chinese remained far short of meeting their commitment for 1983. 2/

The decline in U.S. grain exports to Eastern Europe in the first half of
1983 was small in comparison with the drop in shipments to the U.S.S.R. and
China, but was the primary reason for a significant decline in total U.S.
exports to Bulgaria, Czechoslovakia, East Germany, and Romania. By contrast,
Poland resumed importing U.S. corn ($10.4 million) and wheat ($3.6 million)
after buying none in 1982, U.S. food exports to Hungary were also higher in
January-June 1983 than in the first half of 1982. Hungary does not normally
purchase U.S. grains, but its imports of soybean oilcake and meal amounted to
$24.2 million, which accounted for 69 percent of all such U.S. exports to
Eastern Europe (the only NME market) in January-June 1983.

Machinery and transportation equipment

From January-June 1982 to January-June 1983, U.S. exports of machinery
and transportation equipment (SITC Section 7) to the NME's increased by
38 percent to $359.6 million. This was attributable to a marked upturn in
shipments to China, which officially announced the revival of its
modernization program in late 1962. After a surge in imports of machinery and
equipment in 1979 and early 1980, China cut back sharply. In the first
6 months of 1983, however, U.S. exports to China in this category increased
115 percent to $241.6 million. This was higher than their annual value in
either 1981 or 1982.

One major factor in this development was the shipment of four airplanes
to China with a total value of $80.2 million. The planes were delivered to
the Civilian Aviation Administration of China, China's national airline. 3/
Other leading exports to China in this commodity group were parts of oil and
gas field drilling machines (Schedule B No. 664.0584) and aircraft engines
(Schedule B No. 660.4930).

Much of the advanced U.S. equipment and technology that China wants to
buy from U.S. companies cannot be licensed for export until the rules
governing their sale to China are made less restrictive. During the second

1/ Foreign Broadcast Information Service, China Report: Agriculture,
No. 263, June 29, 1983, p. 19.

2/ Chinse placed several small orders for wheat with U.S. suppliers--totaling
approximately 480,000 metric tons--early in September. However, other
suppliers have contracts to export 4.3 million metric tons of wheat to China
in addition to the 5.3 million metric tons that they exported in the first
half of 1983.

3/ For an account of this sale, see 34th Quarterly Report . . ., p. 18.
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quarter of 1983, the Reagan administration began the process of revising the
regulations and guidelines that currently control the licensing of exports to
China. 1/

Chemicals

U.S. exports of chemicals (SITC Section 5) to the NME's amounted to
$302.6 million in January-June 1983, 28 percent less than in January-June
1982. Fertilizers, the major exports to NME markets in this category,
accounted for $202.8 million or 67 percent of total shipments in the first
half of 1983. The leading item was superphosphoric acid (Schedule B
No. 480.7025), which the U.S.S.R. imports from the United States under a
20-year agreement with Occidental Petroleum Corp. Exports of superphosphoric
acid to the U.S.S.R. amounted to $89.4 million in January-June 1983,
$27.2 million less than in the corresponding period of 1982. 2/ The U.S.S.R.
is the principal market for U.S. exports of this item.

China accounted for another $89.2 million in U.S. fertilizer exports in
the first half of 1983, compared with $74.6 million in the corresponding
period of 1982, 1Its imports consisted of diemmonium phosphate, concentrated
superphosphates, and urea.

The most notable decline in chemical exports to the NME's was in plastics
resins to China. Shipments of polypropylene resins to China dropped from
$38.2 million in January-June 1982 to $15.1 million in January-June 1983, and
exports of polyethylene resins declined from $52.0 million to $26.6 million.
Since these decreases followed a rapid rise in U.S. sales to China, the
Chinese may have accumulated excess inventory. Their imports of U.S. plastics
resins grew from only $18.9 million in 1980 to $212.0 million in 1982.

Other export developments

U.S. exports of miscellaneous manufactured articles (SITC Section 8) to
NME markets amounted to $131.6 million in January-June 1983, up $47.2 million
or 56 percent from those in the corresponding period of 1982. Such exports to
China increased by $44.5 million or 120 percent to $81.5 million. The leading
items shipped to China were geophysical instruments and apparatus (Schedule B
No. 710.2820), chemical analysis equipment (Schedule B No. 711.8710), physical
analysis equipment (Schedule B No. 711.8750), and electrical appliances for
testing the strength of articles under compression or tension (Schedule B
No. 711.2420). Exports of these four items to China combined accounted for
$42.4 million, nearly one-third of the exports to NME's in this commodity
group in the first half of 1983.

1/ See the section in this report on recent steps to facilitate technology
transfer to China, pp. 33-34.
2/ The lower value of shipments was attributable in part to the depressed

world market for phosphatic fertilizers. See 34th Quarterly Report . . .,
p. 19.
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Exports of manufactured goods classified by chief material
(SITC Section 6) to China declined more steeply than such exports to NME's
collectively. Shipments in this category to all NME markets decreased by
50 percent from $179.2 million in January-June 1982 to $90.4 million in
January-June 1983; those to China dropped by 59 percent from $159.2 million to
$64.7 million. The items that accounted for the largest absolute decline in
such exports to China were textured synthetic yarns of polyester (Schedule B
No. 310.0010) and bovine leather (Schedule B No. 121.0530). Exports of
textured polyester yarns to China declined from $96.2 million in January-June
1982 to $10.6 million in January-June 1983. Shipments to China of bovine
leather amounted to $24.8 million in January-June 1982, but there were none in
January-June 1983.1/

U.S. exports to the NME's that increased or decreased substantially from
January-June 1982 to January-June 1983 are shown in table 5, and those for
which NME's collectively accounted for the largest market share in each of
these periods are shown in table 6.

U.S. Imports From the NME's

U.S. imports from the NME's amounted to $839.2 million in April-June
1983, compared with $763.0 million in April-June 1982. The small increase
reflected a higher level of imports from China and from the Eastern European
countries collectively, though the value of shipments received from Poland was
less than that in the corresponding period of 1982 (table 7). The value of
imports from the U.S.S.R. also declined from April-June 1982 to April-June
1983, 1In January-June 1983, the value of shipments from all major NME
sources—-China, Eastern Europe, and the U.S.S.R.--was higher than in the
corresponding period of 1982.

During 1982, changes in the level of imports from NME sources were
largely determined by the quarterly fluctuations in imports from China. 1In
the first two quarters of 1983, however, imports from China levelled off, and
those from other NME's moved up (fig. 3). 1In January-March 1983, imports from
China amounted to $525.0 million, down from $526.4 million in October-December
1982; they then increased to only $540.1 million in April-June 1983.
Concurrently, imports from the Eastern European NME's rose from $165.6 million
in October-December 1982 to $218.5 million in January-March 1983 and to $242.7
million in April-June. These gains followed a sharp decline in imports from
Eastern Europe in 1982.

Figure 4 shows that Romania's share of all U.S. imports from the NME's
increased notably in the first half of 1983 compared with its share in the
full year 1982, Although China's share of these imports was down slightly in
the first half of 1983, it still accounted for nearly two-thirds of total U.S.
imports from the nonmarket economy countries.

1/ In addition to Schedule B No. 121.0530, U.S. exports of bovine leather
are classified under several other numbers. All such exports to China
amounted to $10.1 million in January-June 1983, compared to $38.7 million in
January--June 1982.
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Miscellaneous manufactured articles (SITC Section 8) accounted for
34.8 percent of U.S., imports from the NME's in January-June 1983 but only
12.1 percent of total U.S. imports (table 8). Manufactured goods classified
by chief material (SITC Section 6) was also more important in imports from NME
sources (17.8 percent) than in imports from the world (13.7 percent). The
larger shares of imports in these categories reflect the dominance of Chinese
apparel (SITC Section 8) and other textile products (SITC Section 6) in
imports from NME's. On the other hand, machinery and transportation equipment
(SITC Section 7) made up a much smaller proportion of imports from the NME's
(4.2 percent) than of total U.S. imports (33.4 percent).

Miscellaneous manufactured articles was the only category of imports from
the NME's that increased significantly from January-June 1982 to January-June
1983, primerily because of rising imports of apparel from China. There were
small increases in imports of food and live animals (SITC Section 0),
beverages and tobacco (SITC Section 1), mineral fuels and lybricants (SITC
Section 3), and chemicals (SITC Section 5). The growth in these categories
was mainly due to higher imports from the Eastern European NME's. The largest
decreases in imports from NME's were in manufactured goods classified by chief
material--primarily because of lower imports of textile products from
China--and in machinery and transportation equipment, owing to lower imports
from Eastern Europe. Nevertheless, the Eastern European countries remained
the dominant NME source of this category of imports (table A-4).

Table 9 shows U.S. imports by SITC Sections (one-digit categories) from
all NME sources in the quarter under review. China was the dominant supplier
in the four leading import categories (SITC Sections 8, 3, 6, and 5, in that .
order), but imports from Poland slightly exceeded those from China in the
fifth-ranking commodity group (SITC Section 0). These five categories
accounted for 90 percent of U.S. imports from the NME's in both April-June 1983
and January-June 1983. '

Miscellaneous manufactured articles

U.S. imports of apparel from China amounted to $342.9 million in
January-June 1983, up 50 percent from $228.0 million in the corresponding
period of 1982. The $114.9 million increase accounted for 95 percent of the
total rise in imports of miscellaneous manufactured articles from the NME's
from January-June 1982 to January-June 1983. 1In the first half of 1983,
apparel from China accounted for 60 percent of the total value of Section 8
imports from the NME countries, and apparel from other NME's, for another
7 percent.

Although the United States imposed unilateral quantitative restrictions
on 32 textile categories from China in January 1983, 1/ the rise in the value
of imports of Chinese apparel continued throughout the first half of the
yesar. In April-June 1983, apparel products amounted to $175.6 million or
36 percent of all U.S. imports from China. One reason for the ongoing
strength of China's clothing exports in the U.S. market was that only five of
the quotas that control these imports were filled by the end of June. Another
reason was product diversification. Table 10 lists imports from NME's

25

1/ See the section in this report on United States-China textile
negotiations, pp. 34-35. Of the 32 restricted categories, 31 were apparel
products. The other item was cotton printcloth (SITC Section 6).
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that changed substantially from January-June 1982 to January-June 1983. It
shows & sharp increase in imports of two apparel products—-handbags (TSUSA
item 706.4140) and men's dress shirts (TSUSA item 379.5520). Handbags were
not subject to an import quota, and the quota on the apparel category that
includes men's dress shirts was not reached in the first half of 1983. On the
other hand, imports of women's manmade-fiber shorts (TSUSA item 383.9065) and
women's manmade-fiber trousers (TSUSA item 383.9070) declined steeply because
the quota that covers both these items was filled by January 1983.

Mineral fuels and lubricants

The value of U.S. imports of crude petroleum and refined petroleum
products from the NME's increased by only 8 percent from January-June 1982 to
January-June 1983. The increase was attributable to a higher level of imports
from Romania; imports from China declined slightly, and those from the
U.S.S.R. dropped to a negligible level in the first half of 1983.

Gasoline imports from Romania increased by 85 percent, from $50.6 million
in January-June 1982 to $93.8 million in January-June 1983, This rise was at
least in part the result of some improvement in that country's credit
standing. Petroleum products are a major source of Romania's hard-currency
earnings, but its petroleum-refining industry is heavily dependent on imports
of crude petroleum. During 1982, Romania experienced a severe shortage of
foreign exchange, which impaired its ability to import crude petroleum for its
refining industry. In December 1982, however, the credit situation was eased
to some extent when Romania signed an agreement to reschedule a large portion
of the payments on its outstanding debt with Western commercial banks over a
period of 6-1/2 years. At the same time, its access to a standby credit
provided by the International Monetary Fund, which had been suspended in 1981,
was fully restored.

U.S. imports of gasoline from China also increased, rising from
$147.0 million in January-June of 1982 to $171.0 million in January-June
1983. Naphthas imported from China amounted to $17.2 million in January-June
1983, approximately the same as in the corresponding period of 1982. Imports
of crude petroleum from China declined, however, from $44.2 million to only
$10.1 million in the first half of 1983. Since the United States began
importing petroleum from China in 1979, this trade has consisted primarily of
gasoline and naphthas. The relatively large amount of crude petroleum
imported in 1982 ($180.5 million during the entire year) was an exception to
the rule; the United States imported no crude petroleum from China in 1981.

Petroleum is a major source of foreign exchange for China, and its
exports of refined petroleum products provide higher dollar earnings per unit
than its sales of crude petroleum. Nevertheless, because of lower world oil
prices compared with those in January-June 1982, China's earnings from U.S.
imports of both crude petroleum and refined products fell in January-June 1983
despite a higher proportion of gasoline and naphthas in its total petroleum
exports to the United States. The total value of U.S. petroleum imports from
China decreased by 5.5 percent from $209.9 million to $198.3 million, but the
quantity imported was 6.3 percent larger--6.8 million barrels in January-June
1983 compared with 6.4 million barrels in the corresponding period of 1982.
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To increase its supply of hard currency, the U.S.S.R. began to export
unusually large quantities of petroleum to non-Communist countries in late

1981 and continued this practice throughout 1982 and in 1983. However, the
United States purchased very little. 1Its imports of petroleum from the
U.S.8.R. amounted to only $10.4 million in the first half of 1982 (and none in
the second half) and declined to $54,092 in the first half of 1983.

Manufactured goods classified by chief material

The value of U.S. imports from NME's of products in this commodity group
declined by 9 percent, from $323.5 million in January-June 1982 to
$293.7 million in Jenuary-June 1983. During this period, the largest
decreases were a $19.4 million drop in imports from China and a $17.7 million
drop in imports from Romania.

Significant declines occurred in imports of only a few items from China.
Tin imports (TSUSA item 622.0200) dropped from $25.7 million to $16.9 million;
imports of woven fabrics, not wholly of cotton (TSUSA item 326.3092), fell
from $8.1 million to $448,150; those of cotton shop towels (TSUSA item
366.2460) declined from $9.7 million to $6.1 million; and imports of floor
coverings of unspun vegetable materials (TSUSA item 222.5700) dropped from
$5.1 million to $3.0 million. Despite the decreases in the textile products,
China remained a major supplier of these three items to the U.S. market
(table 11). China is not a leading source of U.S. tin imports. 1Its share of
total U.S. imports was 12.8 percent in January-June 1982 and 8.0 percent in
January-June 1983.

The main items that accounted for the drop in imports from Romania were
0il well casing, other than alloy steel (TSUSA item 610.4220), imports of
which amounted to $8.3 million in January-June 1982, and iron and steel pipes
and tubes (TSUSA items 610.4933, 610.4961, and 610.4965), imports of which
amounted to $8.3 million in the first half of 1982. With the exception of a
small amount of oil well casing ($386), the United States did not import.these
items from Romania in January-June 1983.

Chemicals

U.S. imports of chemicals from the Eastern European NME's amounted to
$28.8 million in January-June 1983, up 71 percent from $16.8 million in the
corresponding period of 1982. Chemical imports from the U.S.S.R. also
increased, from $57.9 million in January-June 1982 to $67.3 million in the
corresponding period of 1983. Those from China declined slightly, from $75.0
million to $68.4 million.

The rise in imports of chemicals accounted for 29 percent of the overall
increase in U.S. imports from Eastern Europe in January-June 1983. The
leading item was urea (TSUSA item 480.3000), accounting for $6.1 million in
imports from Romania; the United States imported none from Romania in the
first half of 1982. Imports of sulfamethazine (TSUSA item 411.2400) and other
drugs from Hungary, benzene (TSUSA item 401.1000) from Czechoslovakia, and 30
potassium chloride (TSUSA item 480.5000) from East Germany were other major
items contributing to the rise in this group of imports.
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Higher shipments of urea accounted for all the increase in chemical
imports from the U.S.S.R. The Soviets exported $20.7 million in urea to the
United States in January-June 1983, compared with $3.9 million in January-June
1982, Most of the shipments were received in January-March 1983, but urea
valued at $5.5 million was imported in the quarter under review. The combined
value of imports of anhydrous ammonia (TSUSA item 480.6540) and potassium
chloride (TSUSA item 480.5000)--which are, like urea, fertilizers imported
from the U.S.S8.R. in exchange for U.S. exports of superphosphoric acid 1/--was
down from its level in January-June 1982, Imports of anhydrous ammonia from .
the U,S.S.R. amounted to $40.1 million in the first half of 1983, compared
with $50.1 million in the corresponding period of 1982, and imports of
potassium chloride, to $2.3 million, up slightly from $2.1 million in
January-June 1982, The Soviets also shipped $1.1 million in cumene (TSUSA
item 401.2600)--used in making phenol and acetone--to the United States in
April-June 1983. These were the first such imports from the U.S.S.R. since
1981.

Food and live animals

Imports of food and live animals from the NME's amounted to
$152.8 million in January-June 1983, up 15 percent from $133.2 million in the
corresponding period of 1982, The increase was attributable to higher
shipments from the Eastern European countries, which accounted for
$94.7 million, or 62 percent, of all such imports. Food imports from China
declined from their level in January-June 1982, dropping from $62.7 million to
$55.7 million in January-June 1983.

Canned hams and other pork products accounted for $73.3 million of
Eastern Europe's food exports to the United States in January-June 1983. This
represented an increase of 77 percent over such shipments in the corresponding
period of 1982, The largest increase was in canned hams (TSUSA item
107.3525), which was the leading U.S. import from both Poland and Hungary and
the second leading import from Eastern Europe in January-June 1983. Imports
of canned hams from Poland increased to $47.0 million from $23.3 million in
January-June 1982, and those from Hungary increased to $15.8 million from
$8.7 million.

A decline in shipments of cocoa butter (TSUSA item 156.3500) was the main
reason for lower food imports from China. China was not a significant
supplier of cocoa butter to the United States until January-June 1982, when
its shipments amounted to $10.6 million. However, U.S. imports from China
declined to $3.5 million in the first half of 1983, aend those from other
suppliers--notably Brazil--increased sharply.

"1/ The agreement between Occidental Petroleum Corp. and the Government of
the U.S.S.R. is a countertrade arrangement. It provides for that company to
purchase ammonia, urea, and potassium chloride, or potash, from the the Soviet
Union in exchange for its exports of superphosphoric acid. See the section on
chemical exports, above.
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DEVELOPMENTS AFFECTING U.S. COMMERCIAL RELATIONS
WITH THE NONMARKET ECONOMY COUNTRIES

IN JANUARY-JUNE 1983

U.S.-Chinese relations continued to dominate commercial developments
between the United States and NME's in the first half of 1983. Secretary of
Commerce Baldrige's visit to China in May 1983 followed the visit of China's
Minister of Finance to Washington last December and Secretary of State

Schultz's visit to Beijing in February.

The first session of the U.S.-China Joint Commission on Commerce and
Trade—-formed in 1981 to foster China's commercial dealings with the United
States--was held during the Secretary's visit. Secretary Baldridge cochaired
the session with China's Minister of Foreign Economic Relations and Trade.
The two Governments also exchanged drafts of a bilateral investment treaty
that would encourage U.S. investment in China. The intended treaty 1/ would
deal, among other things, with repatriation of profits earned by private U.S.
firms in China and methods of arbitration in settling disputes. China has
promised to provide the U.S. Government with a list of its top priority
development projects to facilitate early financial feasibility studies for
participation by U.S. firms in the projects. 2/ Agreement was reached on a
protocol on telecommunications that would give U.S. companies early notice of
Chinese plans so that they can prepare bids. China's Ministry of Foreign
Economic Relations and Trade agreed to cosponsor a U.S. investment mission to
China with the Overseas Private Investment Corporation (OPIC). 3/ The two
Governments have also decided to exchange views on economic and trade
regulations through a visitors' exchange program. 4/

Several cooperation agreements concluded between private U.S. firms and
the Chinese during the period under review, including the joint ventures of
American Motors Corp. and Cummin Engine, Inc., promise significant future
increases in trade between the two nationms.

Steps To Facilitate the Transfer of U.S. Technology to China

During his visit, the Commerce Secretary announced to the Chinese leaders
the administration's decision to raise the technology level of goods that

would be licensed for export to China. In accordance with this decision,
China was moved from Country Group P to Country Group V under export
administration regulations. 5/

1/ For the antecedents of the treaty negotiations, see 33d Quarterly
Report . . ., pp. 41 and 42.

2/ Some of these feasibility studies are to be financed through grants from
the U.S. State Department's Trade Development Program.

3/ OPIC.is an autonomous Government agency chartered by the U.S. Congress;

it promoles new U.S. private-sector investment in selected developing
countries.

4/ For other details of the Secretary Baldrige's visit, see Business
America, June 13, 1983.

5/ See news release by the Office of the Secretary, U.S. Department of
Commerce, June 21, 1983. For a detailed description of U.S. export controls

and the enforcement program, see U.S. Department of Commerce, "Export 33
Administration Annual Report FY 1982."




34

Country Group P was created in April 1980 specifically to accommodate a
less restrictive policy of technology transfer toward China than that applied
to other NME's. Following an export licensing policy review, restrictions
were further eased in December 1981, but China continued to contend that it
was not being treated much more liberally than the Soviet Union and its
allies. As a result of this policy review, the so-called two times rule,
which established a "predisposition for approval for products with technical
levels twice those previously approved,” 1/ became the dominant guideline for
U.S.technology transfer to China when other, more specific guidelines did not
apply. Uncertainty and disagreement about the interpretation of this rule
resulted in long delays in the review of license applications (an estimated
average processing time of 12 to' 14 months) and a reluctance by U.S.

authorities to grant licenses for advanced computers and some other equipment
and technology.

The transfer of China to Country Group V suggests that sales to China
should take place on the same basis as sales to U.S. NATO allies (except
Canada, which is not in any control group) and other unallied but friendly
nations, e.g., Mexico. The transfer to Country Group V eliminates the
validated license requirement for some exports to China, but the extent to
which restrictions will be eased in practice will depend upon further, more
detailed guidelines.

U.S.-Chinese Textile Negotiations

The 3-year (1980-82) United States~§hina‘cotton, wool, and manmade-fiber
textile agreement expired on December 31, 1982. Negotiations to renew the
agreement dragged unsuccessfully through the last half of 1982 and the first
half of 1983. 2/ Fearing market disruption from increasing sales of Chinese
textile products during an indefinite period of protracted negotiations, the
United States unilaterally imposed quotas on January 13, 1983, adding 4 more
product categories to the 28 that had been controlled under the expired
agreement. The new controls limited the importation of women's wool trousers,
menmede-fiber gloves, manmade-fiber brassieres, and cotton shirts throughout
calendar year 1983. 3/

Although the total number (32) and composition of the limitations is
hardly unique in U.S. textile import practice, the introduction of new
controls did apparently heighten Chinese sensitivity over unresolved textile
trade issues. 4/ China quickly retaliated by announcing on January 16 that it
would cease to sign new contracts for the importation of U.S. soybeans,

1/ 46 F.R. 62836, Dec. 29, 1981.

2/ See 33d Quarterly Report . . ., pp. 39 and 40.

3/ The four quotas were made retroactive to Jan. 1, 1983. (See memorandum
to the Commissioner of Customs, International Trade Administration, Jan. 14,
1983.)

4/ Currently, textile controls exist on imports from one or more sources for
109 commodity groups. The application of these controls by products and
countries is published in U.S. Department of Commerce, International Trade
Administration, Office of Textiles and Apparel, Performance Report, Textiles
and Apparel Bilateral Agreements and Unilateral Import Restraints . . ., June
1983.
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synthetic fibers, and cotton for the rest of the year. Moreover, it also
declared its intention to curtail importation of other, unspecified U.S.
agricultural products. Although China ostensibly instituted these measures in
retaliation, increased levels of Chinese agricultural production and surplus
stocks in some of the affected commodities suggest that there may have been
other causes for the decline in imports of these products from the United
States. For exasmple, the last shipment of U.S. soybeans to China occurred in
May 1982, and the reported surplus production of oilseeds may have obviated
the importation of this product from the United States. 1/

Textile negotiaticns with the Chinese took place in January (fourth
round), March (fifth round), and April (sixth round). The fourth round was
characterized by a wide gap in the two sides' negotiating positions, but the
fifth and sixth rounds resulted in substantial progress on several issues. At
the end of the sixth round the unresolved issues were import levels for
printcloth, product coverage, consultation mechanism, and quotas for
18 commodities. 2/

During the negotiations, the administration, which is committed to
relating the growth of textile imports to the expansion of the domestic

market, 3/ tried to assure that quantum jumps in imports from China would not
occur in the future. 4/ U.S. negotiating position was in accordance with the
framework set out by the Multifiber Arrangement (MFA). 5/ Therefore, the
United States, rather than ask China to halt or roll back the sales of its
textile products in U.S. markets, sought only a moderation in the growth of
those sales in order to allow for their gradual domestic absorption.

The U.S. position had developed under opposing pressures from the private
sector. Whereas textile producers sought protection against increasing
volumes of imported Chinese textiles, grain producers wanted the
administration to press forward with the negotiations. They feared possible
Chinese retaliation through reduced purchases of U.S. grain, especially in
view of the strong buyers' market prevailing this year in world grain trade.
China's negotiating position during the period under review aimed at making
the United States recognize China's special position as the world's largest
textile producer. The Chinese have also pointed out that in order to increase
their purchase of U.S. manufactured goods, they will need an increasing flow
of dollar revenues, which only growing textile sales can assure.

1/ See U.S.Department of Agriculture, Foreign Agriculture Service Report,
July 13, 1983. The same issue also reported that cottonseed, sunflower seed
and rapeseed production has greatly increased recently, reflecting efforts by
the Chinese Government to enhance agricultural self-sufficiency.

2/ Following a seventh round of negotiations, which took place after the end
of the period covered by this report (July 25-30), U.S. and Chinese
negotiators concluded a new 5-year bilateral textile agreement. The
agreement, signed on Aug. 19, permits a 3- to 4-percent annual increase in the
quantity of imports from China in controlled product categories.

3/ For a recent reference to this commitment see "Reagan: Link Imports to
Domestic Market,'" Women's Wear Daily, Sept. 22, 1983, p.2.

4/ For a discussion of the growth in textile imports from China, see 29th
Quarterly Report . . ., pp. 40-43, and 33d Quarterly Report . . ., pp. 39-40.

3/ The MFA is an international agreement that provides for the orderly3s
growth of textile trade among the accord's signatories. Although China is not
among the signatories, the United States sought provisions in the expired as
well as in the new bilateral agreement with the Chinese similar to those in
its textile agreements with other MFA signatories.
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Most-Favored-Nation Status of Nonmarket Econoﬁy Countries

According to standing legislation (sec. 402(a), (b), (c), and (d) of the
Trade Act or 1974, also called the Jackson-Vanik Amendment), 1/ the President
is authorized to waive for l-year intervals the ban on extending
most-favored-nation (MFN) treatment to nonmarket economy countries that
restrict emigration. The President's recommendation for waiver must be based’
upon his determination that continuation of MFN status will improve the
emigration practices of the NME's in question. Presidential recommendations
to continue MFN status for particular NME's, as well as Presidential authority
to grant such treatment, may be overruled by either the House or the Senate
during the 90-day period following the President's recommendation to the
Congress. However, neither legislative veto has been incurred since the
enactment of this law.

Presidential recommendations to renew the MFN status of three
NME's--China, Hungary and Romania--were transmitted to Congress on June 3,
1983. 2/ On June 23, 1983, the Supreme Court ruled in the so-called Chadha
decision that legislative vetoes of Presidential decisions are
unconstitutional. 3/ This decision appears to apply to the system of
interaction between the Congress and the administration through which the MFN
status of NME's is reviewed. However, since the MFN review process was
already underway when the Chadha decision was handed down, it did not affect
the process of continuing the MFN status of Romania, Hungary, and China this
year.

Earlier, introduction of a so-called education tax by the Romanian
Government almost resulted in Romania's losing its MFN status. Last October,
the Romanian Government decreed that, effective February 1983, potential
emigrants would have to repay the state in hard currency for the costs of
their education beyond the compulsory level before they could leave. On March
4, the President announced his intention not to recommend the renewal of
Romania's MFN status on June 30 unless its Government ceased the
implementation of the decree by that date. Following extensive bilateral
consultations between the two Governments, Romania rescinded this precondition
for emigration. 4/

1/ For a discussion of most-favored-nation treatment for nonmarket
economies, see 18th Quarterly Report . . ., p. 17, and 33d Quarterly
Report . . ., pp. 35, 36, and 81.

2/ Since Congress did not take a disapproving action during the 60-day
period which followed the June 30 expiration date of the three countries' MFN
status, MFN treatment for them continues.

3/ In United States Immigration and Naturalization Service v. Chadha, 51
U.S.L.W. 4907 (1983), the Supreme Court held that a one-House legislative veto
set forth in the Immigration and Naturalization Act was unconstitutional
because it violated the Constitution's doctrine of separation of powers. The
language of the opinion indicated that all two-House or one-House legislative
vetoes would be considered unconstitutional.

4/ The Romanian action was in direct conflict with the Jackson-Vanik'
amendment, which rules out MFN status for any Communist nation that "imposes
more than a nominal tax on emigration or on the visas or other documents
required for emigration, for any purpose or cause whatsoever . . ." (sec.
402(a)(2), Trade Act of 1974).
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The granting of multiyear MFN status to NME's remained a live issue
during the period under review. Private firms doing business in China,
Hungary, and Romania continued to call for the introduction of 3-year or
5-year cycles of MFN approval to replace the present l-year renewal cycle.
The joint communique issued in Budapest during the ninth session of the
U.S.-Hungarian Economic Council at the end of May called for an extension of
MFN treatment to Hungary for several years. 1/

At the annual MFN review hearing before the Subcommittee on Trade of the
House Ways and Means Committee, Mr. R. I. Pagnucco, regional vice-president of
Pepsico, stated the position of numerous firms established in nonmarket
economy countries as follows:

From the perspective of business planning . . . we feel it
would be appropriate for the Committee to consider whether
extending trade benefits for a longer period, i.e., 3 to 5
years, would be more productive. Certainly this longer
period would afford businesses like ours greater
flexibility in long range planning. 2/

Congressman Sam Gibbons, chairman of the subcommittee, introduced a bill
(H.R. 2770) on April 27, 1983, that would extend MFN treatment for 5 years to
China and Hungary. Some opposition to such blanket extension of MFN status
has been reported from both the legislative and executive branches. To date,
the administration has not announced its position on the subject.

Toward a New U.S.-U.S.S.R. Grain Agreement

In 1982, the administration barred negotiations on a new long-term grain
agreement with the Soviet Union because of apparent Soviet complicity in the
imposition of martial law in Poland, in December, 1981. A shift in the
administration's policy was signaled this April when the President called for
the resumption of negotiations. During the period under review, high-level
U.S. and Soviet negotiators held talks on a grain pact in London (June 1-2)
and in Moscow (June 20-22). 3/

1/ Foreign Broadcast Information Service (FBIS), Daily Report: Eastern
Europe, May 31, 1983, p. F2. ‘

2/ Statement of R. I. Pagnucco, Vice-President, Eastern European Region,
Pepsico International, before the Trade Subcommittee of the Ways and Means
Committee, U.S. House of Representatives, July 14, 1983,

3/ After more negotiations between U.S. and Soviet officials in Vienna (July
26-28), the two countries reached agreement in principle on a new 5-year grain
dedl. According to the official announcement, the Soviet Union agreed to buy
a minimum of either 9 million metric tons of U.S. wheat and corn or 8 million
metric tons of wheat and corn with 500,000 metric tons of soybean or soymeal
in each agreement year (Oct. 1-Sept. 30). Should they chose to do so, the
Soviets are allowed to buy an additional 3 million metric tons of wheat and
corn without further U.S. Government authorization. The new agreement, unlike
its predecessor, also excludes the possibility of cutting off sales for reason
of short supply. The agreement was signed on Aug 25, 37
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Until September 30, 1983, U.S. grain sales to the Soviet Union are
regulated by the original 5-year U.S.-U.S.S.R. grain agreement, now in its
second extension. Under the rules of this agreement, the Soviets are
obligated to buy a minimum of 6 million metric tons of grain from U.S.
suppliers during each agreement year and are allowed to buy an additional 2
million metric tons without authorization by the U.S. Government.

Table 12 shows that the Soviets bought almost all the U.S. wheat and corn
available to them in the early years of the grain agreement (1976-79).
However, since the partial embargo imposed by President Carter was lifted in
April 1981, they have been buying considerably less than the amount offered to
them by the United States.

Table 12.--U.S. offers of grain to the Soviet Union and actual
soviet purchases, agreement years 1976/77 to 1982/83

(In millions of metric tons)
iet h
U.S. offers of Actual Soviet purchases

Agreement- year : : of U.S, grain
: wheat and corn Wheat : Cormn : Total

. 13 .
. . .

1976/77---———=—— e 8.0 : 3.1 : 3.1: 6.1
1977/78 : ' 15.0 : 3.5 : 11.1 : 14.6
1978/79—-——~—emmmmm : 17.0 : 4.0 : 11.5 15.5
1979/80-— -~~~ ——memmm : 1/ 25.0 : 2.2 : 5.8 7.9
1980/81-- -~ : 2/ 14.0 : 3.8 : 5.7 9.5
1981/82--—~—mom e : 23.0 : 6.1 : 7.7 13.8

0: 3.0 : 3.1 : 3/ 6.2

1982/83— - ———emm e _: 25

1/ U.S. offer reduced to 8 million tons during grain embargo.
2/ Increase from 8 million after embargo ended in April 1981.
3/ October 1982-June 1983 sales.

Source: U.S. Department of Agriculture, Economic Research Service, Eastern
Europe-U.S.S.R. Branch.

Note.—-Because of rounding, figures may not add to the totals shown.

During the 1980 embargo, grain exports to the Soviet Union from
Argentina, Canada, the European Community, and Australia replaced most of the
grain that the Soviets had formerly purchased from the United States. 1/ The
United States increased its share of the grain sales in other markets during
the embargo, however, as competitors switched to the U.S.S.R. In addition,
other factors have contributed to favorable grain-buying conditions for the
Soviet Union. The lingering world recession has reduced the ability of Third
World countries to pay for grain imports, thus eliminating an important
component of market demand; the world grain harvest reached record levels in
the 1981 and 1982 crop years; and the Soviet grain harvest was larger in 1982
than in the preceding 3 years.

1/ According to unofficial U.S. Department of Agriculture estimates,
Argentina and Canada together could sell as much as 18 million tons to the 38
Soviets during the current agreement year.
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From the beginning of the current agreement year through June 30, 1983,
Soviet purchases of U.S. grain totaled 6.2 million metric tons. The Soviets
thus met their 6-million ton purchase obligation for this agreement year. The
Soviet Union--the world's most significant grain importer--could easily
satisfy the rest of its estimated import requirement (35 million toms) for
this year from other sources.

U.S. Administrative Actions Affecting Imports From NME's

There were five antidumping investigations involving imports from China
in progress during the period under review. The cases involved potassium

permanganate, chloropicrin, canngd mushrooms, greige polyester/cotton
printcloth, and cotton shop towels.

Antidumping investigations are conducted by the Department of Commerce
and the U.S. International Trade Commission. If the Commission makes a
preliminary determination that material injury to a U.S. industry may have
occurred as a result of imports sold at less than fair value (LTFV), the
Department of Commerce continues its investigation. It is the task of the
International Trade Administration of the Department of Commerce to establish
whether the imported product is being, or is likely to be, sold at LTFV as
defined by the Tariff Act of 1930 and, if so, what the margin of dumping is.
If the conclusion of the Department of Commerce is affirmative, the case is
returned to the Commission for a final determination as to whether a domestic
industry is materially injured or threatened by material injury by reason of
the LTFV imports.

Potassium permanganate

On February 22, 1983, Carus Chemical Co. filed petitions with the
Commission and the U.S. Department of Commerce alleging that imports of
potassium permanganate from China (and Spain) were being sold at LTFV.
Accordingly, the Commission initiated preliminary investigations Nos.
731-TA-125 and 731-TA-126 under section 733(a) of the Tariff Act of 1930. On
March 31, 1983, the Commission made a unanimous preliminary determination that
there was a reasonable indication of injury to a domestic industry caused by
alleged LTFV imports of potassium permanganate from China . 1/ The Commission
concluded, among other things, that the Chinese had significantly increased
their share of the U.S. potassium permanganate market from 1981 to 1982, and
that imports from China had undersold the domestic product. The margins of
underselling, particularly significant in late 1982, had caused the domestic
producer to lower its price in order to compete with the imported product. 2/

1/ For more detail see Potassium Permanganate From the People's Republic of
China and Spain . . ., USITC Publication 1369, April 1983.

2/ Commissioner Stern noted that, in addition to the import trends
discussed above, the ratio of inventories to imports from China is
significant, and this supports a finding that there is a reasonable indication
of threat of material injury. '
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Chloropicrin

On April 6, 1983, LCP Chemicals & Plastics, Inc., and Niklor Chemical
Co., Inc., filed a petition with the Commission and the Department of Commerce
alleging that imports of chloropicrin from China are being sold in the United
States at LTFV and that an industry in the United States is thereby materially
injured, or is threatened with material injury. Accordingly, the Commission
instituted preliminary investigation No. 731-TA-130 under section 733(a) of
the Tariff Act of 1930.

The Commission unanimously concluded on May 17, 1983, that there is a
reasonable indicaetion that an industry in the United States is suffering
material injury by reason of imports of chloropicrin from China. 1/ The
Commission found that such imports increased substantially in 1981 over their
1980 level; in 1982, the level of imports nearly tripled, capturing a
significant share of the U.S. market. Imports from China continued to
increase during the first quarter of 1983 compared with those in the
corresponding period of 1982. 1In addition, the Commission found evidence that
imports of chloropicrin from China undersold the domestic product.

Financial informetion reported by the domestic industry revealed that
operating profits were adversely affected in 1982 and operating losses were
experienced in the first quarter of 1983. 2/

Canned mushrooms

On November 22, 1982, the Commission concluded unanimously that there is
a reasonable indication that an industry in the United States is materially
injured or threatened with material injury by reason of imports of canned
mushrooms from China allegedly sold at LTFV. On May 20, 1983, the Department
of Commerce made a preliminary affirmative determination indicating a
7.38-percent dumping margin, and on June 10 the Commission initiated final
investigation No. 731-TA-115. On June 14, the Department of Commerce issued a
notice postponing the date of its final determination from August 10 to
September 28, 1983, at the Chinese exporters' request. 3/

The U.S. mushroom industry has been the beneficiary of import relief in
the form of higher duties under the escape-clause provision (sec. 201) of the
Trade Act of 1974 since Presidential Proclamation No. 4801. of October 29,
1980. This import relief is due to expire on November 1, 1983. A petition

1/ See Chloropicrin From the People's Republic of China . . ., USITC
Publication 1395, May 1983.The Department of Commerce is currently
investigating the margin of LTFV sales of chloropicrin. It made an
affirmative preliminary determination in mid-September
"2/ On Aug. 1, 1983, the Department of Commerce estimated a weighted-average
dumping margin of 42.54 percent. (See 48 F.R. 36175). The Commission's final
determination in the case is scheduled for December 1983.

3/ For more on the subject of imports of canned mushrooms from China, see

33d Quarterly Report . . ., pp. 42 and 43, and 32d Quarterly Report . . ., PP 4,
34-36.
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was filed with the Commission under section 203 of the Trade Act of 1974 by
certain domestic producers on April 29, 1983. It stipulated that without
continued import relief, the importation of certain mushrooms from various
countries (China accounting for a prominent share among them) would have an
adverse economic effect on the domestic mushroom industry. On May 11, 1983,
the Commission instituted investigation No. TA-203-14 to advise the President
of its judgment as to the probable economic effects of the termination of
import relief with respect to certain prepared or preserved mushrooms.
However, petitioners subsequently withdrew their request and the Commission
terminated its 1nvest1gat1on on June 23, 1983. This means that the import
relief in effect since the Presidential proclamation will expire as scheduled.

Greige polyester/cotton printcloth

On March 9, 1983, the Department of Commerce made an affirmative
preliminary determination with regard to the August 5, 1982, petition of °the
American Textile Manufacturers Institute and eight member companies,
concerning the alleged dumping of imports of greige polyester/cotton
printcloth from China. 1/ The Commission initiated final investigation No.
731-TA-101 on the question of injury on March 28, 1983. 2/

Cotton shop towels

On September 29, 1982, the Commission unanimously determined that there
is a reasonable indication that an industry in the United States is threatened
with material injury by reason of imports of cotton shop towels from China
allegedly sold at LTFV. 3/ The Department of Commerce determined a
preliminary dumping margin of 31.4 percent on March 28, 1983, and extended the
deadline for its final determination on request of counsel for Chinese
exporters on April 19, 1983. 4/ On April 14, 1983, the Commission instituted
final investigation No. 731-TA-103.

1/ For details see 33d Quarterly Report . . ., pp. 42-44; 32d Quarterly
Report . . ., pp. 37 and 38; and Greige Polyester/Cotton Printcloth From the

People's Republic of China . . ., USITC Publication 1289, September 1982.

2/ On July 25, 1983, the Department of Commerce estimated the margin of
dumping at 22 percent. On Aug. 22, 1983, the Commission determined that
injury to a U.S. industry had indeed occurred. Commissoners Alfred E. Eckes,
Paula Stern, and Veronica A. Haggart voted affirmatively;

Commissioner Seeley G. Lodwick abstained. On Sept. 16, 1983, the Commerce
Department determined a final margin of 22.4 percent.
3/ For more detail, see 32d Quarterly Report . . ., pp. 36 and 37; 33d

Quarterly Report . . ., pp. 42-44; and Cotton Shop Towels From the People's
Republic of China . . ., USITC Publication 1431, September 1983.

4/ On Aug. 10, 1983, the Commerce Department determi%ed a final margin of -
38.8 percent.
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THE EAST-WEST TRADE MONITORING SYSTEM: UPDATED ANALYSIS OF
MANUFACTURED IMPORTS FROM THE NME's AND THE U.S. MARKET

Background

Section 410 of title IV of the Trade Act of 1974 directs the U.S.
International Trade Commission to "establish and maintain a program to monitor
imports of articles into the United States from nonmarket economy countries™
and to publish a quarterly summary of the data. The scope of the program
"shall include data on the effect of [NME] imports, if any, on the production
of like, or directly competitive, articles in the United States." The special
attention given to trade between the United States and the nonmarket economies
in U.S. trade law is based in part on the argument that state control of their
economies gives the NME's the potential to disrupt the U.S. economy through
sudden, large-scale shifts in trade. 1/

To better carry out the directive in section 410, in 1982 the Commission
developed an automated trade monitoring system to analyze trade and domestic
production data in a comprehensive fashion. The system identifies product
categories that exhibit trends in import growth and import penetration that
suggest the possibility of disruption by imports from an NME. What follows is
a report on the second annual "run" of the system, including a general
description of the methodology (highlighting revisions made this year) and a
brief analysis of the results produced by the system from the latest import
and production data. 2/

Methodology

The purpose of the Commission's East-West Trade Monitoring System is to
identify those imports from NME's which might have an adverse effect on a
competing U.S. industry. 1Ideally, the system should apply the same kind of
tests or criteria that are applied under U.S. trade law to determine whether
there has been disruption of a U.S. market due to imports from an NME. Such
criteria include the presence of imports that are increasing rapidly, either
absolutely or relatively, and the identification of some adverse effect--lower
profit, employment, operating rates, and so forth--caused by such imports.

The principal constraint on this type of analysis is the lack of
comprehensive data on trade, production, and industry health that are
comparable and timely. It was also necessary to limit the analysis to what
could be done with data which were available in machine-readable form, or that
could be readily converted to that form.

1/ This reasoning is reflected in section 406 which provides a specific
remedy for U.S. industries in cases of "market disruption” caused by imports
from Communist countries. Title IV does not distinguish between "Communist
countries" and "nonmarket economies."

2/ For a more detailed description of the methodology of the system and an
analysis of the first year's results, see the 31lst Quarterly Report . . .,
PP. 43-63.
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Last year these data considerations led to the construction of a system
that uses trade and U.S. product shipments data for the manufacturing
industries (agriculture, mining, and services were excluded). 1/ Two criteria
were applied to imports from NME's as indicators of the potential for market
disruption: (1) the degree of penetration of the U.S. market by the imported
product; and (2) large, recent increases in the value of the imported
product. Lack of comparable data on industry health prevented their use in
identifying cases of potential market disruption.

The same criteria and data sources are used again in this year's
analysis, but improvements have been made in the calculation of the import
penetration ratio and in the measurement of imports. In last year's report,
import penetration was measured by the ratio of imports to new supply, i.e.,
the sum of U.S. product shipments and imports from all sources. This year,
domestic exports were subtracted from the new supply equation to yield
apparent consumption as a denominator. 2/

New supply = M + S
Apparent consumption = M + § - X
Import penetration =M / (M + S -X)
where,
M = U.S. imports
S = U.S. product shipments
X = U.S. exports

The effect of this change is to increase the measure of import
penetration in those product markets for which there are U.S. exports. The
increase will be greatest for products showing relatively large U.S. exports.
Although a firm's export performunce will be a factor in its overall
performence in terms of profit or losse, employment, operating rate, and so
forth; it is disruption of the U.S. domestic market which is the focus of the
provision of U.S. trade law that governs imports from NME's. Hence, for our
purposes this measurement of the import penetration ratio was viewed as a
better indicator of the potential for market disruption.

One drawback to the new procedure is that it required the development of
an additional concordance scheme to relate the export data to the current

1/ Trade data and product shiments are from the U.S. Bureau of the Census.
Imports are reported on the basis of 7-digit TSUSA and exports on the basis of
7-digit Schedule B. Product shipments are reported on the basis of 5-digit
Standard Industrial Classification (SIC) system. Product shipments are not
synonymous with domestic production, the difference being changes in
inventories. For the purposes of this report, changes in inventories are
assumed to be neglibible. '

2/ The ideal import penetration ratio would have domestic consumption as a
denominator and consumption of imports as a numerator (i.e. net of changes in
inventory levels). However, there is no standard source of data on
consumption of specific products. Hence, consumption is approximated by the

"apparent consumption" equation above. 44
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system which concords import and shipments data (MSIC). 1/ Incorporating the
export data into the system increases the number of compromises that had to be
made in forcing the different data series into a common classification system
for the import-penetration analysis. 2/

The second major methodological change made for this year's analysis is
in the valuation of imports. 1In last year's report, imports were valued on
the basis of customs value, which is approximately the same as f.o.b. (free on
board) foreign port. This year, imports are valued on a c.i.f. basis (cost,
insurance, and freight), and calculated duties have been added to arrive at
the landed, duty-paid value of the imports. This was done to bring the
measurement of imports in the analysis as close as possible to the actual
value at which the goods enter the U.S. domestic market. The effect of this
change on the results of the analysis is to increase measured import
penetration. The effect will be large in cases where imports are subject to
relatively large transportation charges and/or high duty rates, and those
whose import penetration is relatively low otherwise. The effect of this
change on measures of import growth should be fairly small, and might be
positive or negative. '

Using this valuation of imports may occasionally mean that an increase or
decrease in our measures of import growth and penetration will be caused by a
duty-rate change or a change in freight or insurance charges, without there
being a change in the actual volume of imports. However, to exclude these
costs would consistently understate the measure of import penetration. 3/

This is particularly significant for the present analysis, since many imports
from NME's are subject to column 2 duty rates that are very high in some
cases.

Data Limitations.--Before presenting the results of the analysis, some
caution concerning the limitations of the data are in order. The largest
problem is with the broduction data. Unfortunately, there is a considerable
lag between the time period the data represent and their publication. The
most recent year for which data are: available is 1981.

1/ MSIC is the import-based Standard Industrial Classification system. The
Bureau of the Census maintains a concordance between the TSUSA (import data)
and MSIC systems, and between the Schedule B (export data) and an export-based
SIC system (denoted XSIC). 1In this analysis, the output-based SIC (OSIC)
system, on which the production data are reported, and the XSIC system are
related to MSIC for purposes of calculating import-penetration.

2/ For various reasons, these SIC systems cannot be directly compared with
each other and several adjustments must be made to each system. For example,
where a seven-digit TSUSA or Schedule B item number covers products which
belong in two or more OSIC categories, the item is assigned to that category
that covers the largest portion of the item. However, if it appears that such
an assignment will significantly distort the trade value assigned to that
category as compared to its OSIC counterpart, the affected categories are
combined to form a more comprehensive one. Instances of aggregation such as
this must then be replicated in the other systems.

3/ The best measure of market share would be to compare imports with
apparent consumption in terms of quantity, but domestic shipments data are
only available in value terms, and there are problems in developing aggregated
import data in quantity terms that are consistent over a period of years.
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Errors may be introduced into the analysis in comparing trade data
collected on the basis of the TSUSA or Schedule B to shipments data 1/
collected on the basis of SIC. There is inevitably some mismatches which
result in some undervaluing and overvaluing of the data and the
import-penetration ratios. Although this type of error is minimized by
performing the analysis at a relatively aggregated level, the use of aggregate
data itself may obscure important trends in imports from the NME's. 2/

The East-West Trade Monitoring System is designed to identify, for
further investigation, product markets that are experiencing a rapid growth in
imports from an NME and those in which there is significant import
penetration. By itself, the system does not incorporate the data necessary to
identify specific cases of market disruption. Therefore, this analysis does
not attempt to determine whether or not the industries identified by the
system are actually experiencing any adverse effect as a result of imports; a
more detailed analysis will bs-the subject of the next quarterly report.

Results

Table 13 identifies those imports from NME's, classified on the basis of
MSIC categories, with relatively high levels of market penetration. Since
NME's account for a small share of total U.S. trade, the more aggregated the
analysis, the less likely an import from an NME could account for a large
share of the U.S. market. Hence, a seemingly low level of penetration was
selected as the criterion for NME imports in order to capture those items
which might account for higher levels of import penetration when analyzed at a
lower level of aggregation. The criterion used to select items was the same
as last year, i.e. penetration by imports from an NME source of greater than 1
percent, together with total import penetratloﬁ greater than 10 percent. The
most recent year for which this measure could be calculated is 1981. There
were 23 MSIC items fhat met the import-penetration criteria compared with 13
in last year's run. All items on last year's list are also present on this
year's list. 3/

1/ Product shipments are not synonymous with domestic production, the
difference being changes in manufacturers' inventories. For the purpose of
this report, changes in these inventories are assumed to be negligible.

2/ For a more comprehensive discussion of these and other data problems in
import-penetration analysis, see Gregory K. Schoefle, "Imports and Domestic
Employment: Identifying the Affected Industries,”" Monthly Labor Review,
August 1982.

3/ The percentages for import penetration cannot be compared directly with
the measures derived last year for reasons cited earlier, namely changes in
the valuation of imports and in the calculation of import penetration ratios.
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Table 14 applies the criterion of recent rapid growth in imports to
imports from NME's classified on the basis of MSIC. It presents those imports
which increased by a minimum of 15 percent in terms of value in each of two
recent periods: from full-year 1981 to full-year 1982, and from January-June
1982 to January-June 1983. The number of items meeting the import growth
criterion in this year's analysis was 40; last year there were 64. This

probably reflects the slowdown in world trade during the recent worldwide
recession.

Table 15 presents the items which met the criteria of both table 13 and
table 14. There were six such items this year compared with five items last
year. Of these, three were repeats from the previous year and again, all
items were from China. The fact that almost the same number of items were
selected this year indicates that the decrease in items meeting the growth
criterion was approximately offset by the increase in items meeting the import
penetration criterion. Put another way, the changes incorporated into the
calculation of the import-penetration ratio roughly compensated for the items
lost through slow growth in trade. 1Interestingly, all but one of the items
increased its share of total imports for the periods indicated. Tables 16-21
provide more detail on each of the items shown in table 15.

Tables 22-24 show the results of applying the import growth criteria to
the ta at a lower level of aggregation and with more comprehensive data
(data on agriculture and mining are included). They list those seven-digit
TSUSA items which met the criterion of growth--greater than 15 percent between
the periods 1981-1982, and between January-June 1982 and January-June 1983-—-in
terms of value, quantity, and both value and quantity. 1In order to highlight
the effect on growth of measuring imports on the basis of volume versus value,
table 22 presents those items which met the growth criteria in terms of
quantity but not in terms of value; table 23 shows those items which met the

growth criteria in terms of value but not quantity; and table 24 shows those
items which met the criteria on both counts.

48



49

-8330dwy 9y3 UO Pe3IATIOD SOIINP PeIBINOTes snid ‘anTea *3°1°9 3@ uorjdunsuod 303 sjaodwy ale a[qe3 SIY3 Ul sanTeA jyoduy :aj0N

*9daeumo) jo juewjasdag ay3 Jo s8d738[3838 [e[O(JJo woaj paridwo) :adanog

49

9°€L P 2°Se P 6°8L P €91 :19°6 :q ‘Ausumaep : saqny Jauuy pue Saayl : 110€
L AXAS L A X4 t9zy : 0°02 P 8S°€ : op——-: saysnaq puse swooag : 166€
vzL LI O P 6°L0T L X174 tLLs : BUIYD : ——————————— Jeam3ysiu pus Jevamaapun aTswog : 1v€2
Z°L8 L A 44 0" v0L t6°02 tL6°0 ¢ Kaeuny : aJemMaIqe]} ®BuUlYyp z292¢
0°SZ VA4 § :9°6¢ P 622 H YA Y4 ¢ vlUSWOY : -———————-——-——83U ‘S3JN3X}J puU® Ianjjuang : 6662
§'Z- P 6°ST t9°€e P Lse :80°Y : op———: sau ‘spoo$ edeq : 2622
6°6€ t L2 : €°9¢€ : 8°62 : 6€°0T : BUYD ¢ —-—————————————-83U °‘sjonpoid paanjdvInusy : 666€
1°821 : 9°62 : 2°8ST 2192 : 00°S H KaeSuny : g{8djuUs3l0q pu® STVUIDIPORH : €E82
v 8LL : 9°8¢ €608 LA 74 toLe ¢ 9,Ydez) @ saqny Jauuy pus 8saayl : 110¢
G 2- HF A¥ 44 : 2°12 : 1°62 B TA¥ 4 H suyy 89U ‘3JBMpIBH 6ZYE
v°s8 €28 9768 LI S € 3 L9t ¢ %, 4oezp : deompeay : 2S€2
L9 L0 £ P vEL L A £ 3 29t Lt : 4ssn : ‘saonbyl pepuelq pue payJyidea ‘paTTiIsIA $802
9°¢L A : 9°G1 K]S t L9°9EY : ———=—0p-—~! ——————————————g3onpoad L1ouijoa wmaytoajed : 1162
[ ¢4 :L'SE HR &8 <X : €°9¢ : Iv 1€ H |u|||ov|||".||||||||||||||aouu=m pue s3sqpusy s, usuwom : 1LIE
2°02 P 6°1¢e t9°eeE P 8°Le LI ¢ AR § ———=~0p——=: - Jeamutsy : [9:154
10 : £°0S P LTS : 6°LE €06 : wuIyo : --puv ‘saekp ‘sejeipewzejuy ‘sepnid IYTIAD : <982
0°0¢ C( ) 74 P 9°LS t6°LE $.8S°Y ! ————-0p---: -—9pVEUVW JO ‘Y[{8 ‘U03300 jJo ‘unds ‘uiex : 1822
9°8Y 2ot S L°09 : 0°8¢ : (8°02 ¢ —————0p---: ——-3dedxe ‘s3¥0d puw s3jins ,skoq 30 8, UGK : 11ee
LTy L A 1 t9°'¢9 : 8°6¢E L4 A 8 ¢ ejuemoyg : -oTyd ‘syeiJejew a[y3xe3 ‘s3uyaeAod ool : Tze
1°22 : 0°02 : 1°81 00 HEIA] : —————0p—--: -‘seu ‘juewdinbe pus Lisujyoew [eiaysnpul : 69GE
1°6L2 : 8°2¢- HE X ¥4 HIE A A ] T 16°1 H ®UIY) : -----juewdnba Suyjesy pue sasuanq sosuang : EEVE
S 19 : §°9¢ : 9811 A1) : 8v°1 :  s®iuswoy : -*sS3JOys ‘8I988n03} °‘sAOB[s ,s8K0q IO S, USR : 82¢€2
$'9 L9z t 912 t ey t $¥0°9 ¢ ————-0p---: ---‘sTviJejew a1[3xe3 ‘Jeyjwel jo 83edIn1 :  TITE
L6 t 6L : 0°61 :-6°GCY : 10°0%T { —————0p---: pu® !{JsOomIopun pus Jeam3ly3iju °‘s3ajys ISR : 12¢€2
6'1T : 9°2¢ : 6°92 : 6°CYy : 08°82 e —————— 88U ‘8aan3x{j pue aanjjuang : 6652
v'e L AR P 262 : 6 1S :16°022 § =————0p——-: 83U ‘9T[3X33 JO Jwvamaalng : 69€2
2 1L P 9°9y ¢ 8 TET L a4 4 2 9% 9L { ———--0p---: -‘8330ys ‘sJasnoay ‘sxoe1s ,skoq 10 s uUSK : 82¢€2
L°82 LI O % 3 t 88y : 9°9¢ : 0L €01 P w====Op—-—i ——-—---—--—-—83J[Y8 PU® ‘S3INS ‘S3V0D aTeWR4 : LeeZ
v 2¢ T 2°19 HCANT S T L9 : 61°v8 : BUTYD : —3[UY OXd 83ITYS ‘S3asnolq ‘sassaap arswWAg 1€€2
€°92 : 0°0L : £°6€ HEr AX'74 t 19T : wyaedng : ------—-s3jpayds Apueaq pue ‘Apusaq ‘soutm : ¥802
1°v0T : 1°66 E A1 14 4 :6'y8 L ) O 3 :  KawSuny : 8aqny Jauuy pue 8saall : 110€
2°91 9y t L°62 : 9°¢€6 662 :  ®,yd9z) : -uUlva OXa ‘83800 pus sjIns ,skoq 10 8, Ud{ : 11€2
0°€l T 1°86 : 6'22 : 2°66 : 90°0T $ ————-0p-—-: 87003 auiyosw 3dadxa ‘s]003 a3pa pus pusy : €2ZYE
6°€8 :9°0¢L ¢ 8°9T1T ¢ L°90T P90 L : ———=—0p--—: ‘[39W 9113X23 jo sumod Juyissaip pue saqoy : v8¢e2
L°8E 666 tE°0S : 9°0TT : 0S8°S : suiyd ¢ aayjeay ‘sanoy : 1s1E
9°g HEVAX Y] : 981 : 0°€TL t 60°Y :  wjuswoy : —--of3seld Jo eyy3xa3 ‘aeyjzeay jo 93e3dng : 191€
(A T%¢ :0°TTT : 8261 : 1021 HECT AN § :  K3eBunf : -———~—~———————--88U ‘IT}3XO] JO IVIMIIINQ : 69€2
S TIel LR 228 L AN 144 P Geel t g2t ¢ vjuswoy : ——-——-sou ‘sTedjweyd djuedaou} Teyaysnpul : 6182
S 8L 696 t6°26 R A 144 : 0v°69 ¢ ————-0p---: —uYvl dxa ‘s3v0d pus s3ins ,skoq 10 8, USR : 1iez
€°6€- t 2108 t 6 1€ : L°906 : 6S°S : suyyd : -s39vayxe Juyloasyj ‘sdynd ¥ seised nai : /802

: : : : sJe{iop ¢ : :

H : : : WOTITIIR ° : :

€861-2861 : t €861-2861 B : B B

sunp-‘uepL : Zg86T-1861 : aunp-‘uep : Zg6T1-1861 ° : : :
: : : : 2861 uy H : : we3jl
83J0du] 18303 JO oaevqs : @8vaJouy : sj3oduy H ?danog ¢ uoiydiaosaq :  DISK

uy 9dueyd afejuedaag a3vjuedaag H H : H

sedanos £q pue swe3}<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>