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INTRODUCTTION

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 Germany), Estonia, those parts of Indochina under Communist control or
domination (including Vietnam), North Korea, the Kurile Islands, Latvia,
Lithuania, Mongolia, Poland, Southern Sakhalin, Tanna Tuva, and the U.S.S.R.

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

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




At present, China, Hungary, and Romania are the only NME countries that
receive most-favored-nation (MFN) tariff treatment from the United States. 1In
the early 1950's, the MFN status of most NME's was suspended in accordance
with section 5 of the Trade Agreements Extension Act of 1951, which
established a policy of denying the benefits of trade agreement concessions to
Communist countries. 1/ Poland's MFN status was restored in 1960, but was
suspended indefinitely by the President in October 1982. The Trade Act of
1974 reiterated the policy of denying MFN treatment to imports from most
NME's, 2/ but it authorized the restoration of MFN status to countries whose
emigration policies met certain criteria. MFN status was restored to Romania
in 1975, to Hungary in 1978, and to China in 1980 under the provisions of
Title IV of the act.

In the TSUS, the MFN rates of duty are set forth in column 1. The rates
applicable to products of designated Communist nations 3/ 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) categories. 4/ The
TSUSA and Schedule B data are reclassified into SITC categories using
concordances maintained by the Census Bureau.

1/ More specifically, the provision applied to imports from the Soviet Union
and “any nation or area dominated or controlled by the foreign government or
foreign organization controlling the world Communist movement." Presumably
because Yugoslavia was not considered to be under Soviet domination, its MFN
status was not suspended.

2/ This provision was not applicable to countries that had MFN status when
the Trade Act was enacted, i.e., Poland and Yugoslavia.

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

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



In this report, references to specific products (e.g., wheat) that are
not identified by a numerical classification (e.g., SITC Group 041) are either
7-digit TSUSA items (U.S. imports) or 7-digit Schedule B items (U.S.
exports). The TSUSA or Schedule B classification numbers of these items may
be found in the tables in Appendix B of this report, which lists leading items
in trade with the NME's as a group and with individual NME countries.

The U.S. International Trade Commission is an independent, factfinding
agency. Thus, the views expressed in the quarterly reports on East-West trade
do not necessarily reflect those of Executive branch agencies and should not
be taken as an official statement of U.S. trade policy.

This particular report contains a summary of U.S. trade with the NME's
during July-September 1984. It examines U.S. exports, imports, and the
balance of trade with these countries, as well as the commodity composition of
this trade. The report also covers major developments in U.S. commercial
relations with the NME's during the second and third quarters of 1984.

This report also examines four U.S. industries identified in the previous
(39th) report in this series on the basis of the level of import penetration
by individual NME's and by all sources and of the rate of growth of imports
from an NME source. The four product groups are nitrogenous fertilizers,
textile floor coverings, china tableware, and dolls and stuffed toy animals.
Each discussion covers data on production, employment, imports, the U.S.
market, and other relevant economic factors. China is the major NME source of
U.S. imports of three of the products: textile floor coverings, china
tableware, and dolls and stuffed toy animals. A second NME, Romania, is a
significant supplier of certain types of floor coverings to U.S. market. The
Soviet Union is the major NME supplier of nitrogenous fertilizers. Such
information as could be obtained on the competing NME industries is also
presented.






SUMMARY

Two-way merchandise trade between the United States and the NME's reached
$3.3 billion in July-September 1984. This represented an 81.9-percent
increase in comparison with the trade turnover in July-September 1983 and a
23.6-percent increase in comparison with the level of trade in April-June
1984. U.S.-NME trade increased by 46.9 percent, from $6.0 billion in
January-September 1983 to $8.7 billion in January-September 1984. At
$284 million, the surplus in U.S. merchandise trade with the NME's in the
quarter under review remained about the same as that in the second quarter of
1984.

After decreasing for two consecutive quarters, U.S. exports to the NME's
recovered in July-September 1984, led by increased grain shipments to the
Soviet Union and China. At $1.8 billion, U.S. exports to the NME's during
this period exceeded by 128.2 percent the $778.6 million in exports during the
third quarter of 1983. U.S. exports to the NME's in the first three quarters
of 1984 increased by 47.3 percent, from $3.3 billion in January-September 1983
to $4.8 billion in January-September 1984.

U.S. grain exports to the NME's increased by $129.9 million from the
second to the third quarter of 1984 and by more than $1 billion from
January-September 1983 to January-September 1984. These shipments increased
from 7.6 million metric tons in January-September 1983 to 14.2 million metric
tons in January-September 1984. During the quarter under review, U.S. grain
exports accounted for 43.2 percent of U.S. export revenues in trade with the
NME's.

By representing 44.5 percent of total U.S. exports to the NME's, the
Soviet Union contributed the most to U.S. export revenues in trade with the
NME's in January-September 1984. China ranked a close second; Poland was
third; Romania, fourth; and the German Democratic Republic, fifth.

For the third consecutive quarter, U.S. imports from the NME's exceeded
the $1 billion mark in July-September 1984. At $1.5 billion, U.S. imports
from the NME's reached an alltime quarterly high during the period under
review. These imports exceeded by 46.5 percent their $1.0-billion level in
July-September 1983. Prior to 1984, July-September 1983 was the only quarter
in which U.S8. imports from the NME's reached the $1-billion level since the
Commission began this report in 1975. U.S. purchases from the NME's in the
first three quarters of 1984 increased by 46.4 percent, from $2.7 billion in
January-September 1983 to $3.9 billion in January-September 1984.

Constituting one--third of the U.S. imports from the NME's, miscellaneous
manufactured articles (SITC Section 8) remained the dominant import product
category in January-September 1984. China remained the most significant NME
supplier to U.S. markets during this period with a 60.3 percent share of total
WME sales in U.S. markets during the first 9 months of 1984. Romania ranked
second; the Soviet Union, third; Hungary, fourth; and Poland, fifth.

During the quarter under review, U.S. exports to China amounted to
$847.6 million, and U.S. imports from China amounted to $853.1 million, their
highest quarterly level in 1984. Thus, after reaching an alltime quarterly



high of $217.8 million in April-June 1984, the U.S. deficit in trade with
China shrank to $5.5 million in July-September 1984. The smaller deficit was
to a large extent attributable to higher U.S. wheat shipments (1.5 million
metric tons) to China during the quarter under review. U.S. exports to China
also included 60 locomotives and a broad variety of other capital equipment,
including automatic data processing machines.

Chinese shipments of apparel and clothing accessories to the United
States increased by 7.8 percent from July-September 1983 to the period under
review. The value of Chinese apparel and clothing accessory shipments to the
United States during the first three quarters of 1984 exceeded the 1983 record
level of these sales. Most prominent among these U.S. imports from China were
women's, girls', and infants' outer garments. 1In this, as in other apparel
and clothing accessory commodity groups, Chinese sales advanced over a broad
spectrum of items from the first 9-month period of 1983 to the corresponding
period of 1984. Limitations on Chinese textile imports negotiated under the
U.S.-China textile agreement have led to a diversification of Chinese textile
sales over a broad range of relatively small items from January-September 1983
to the corresponding period in 1984. Imports from China of crude oil, food
items, manufactured goods classified by chief material, and machinery and
transportation equipment (including some consumer goods such as radio-tape
recorders, etc.) also registered relatively significant increases.

U.S. exports to the Soviet Union amounted to $738.7 million, and imports
from there amounted to $152.3 million during the period under review. This
allowed a very favorable $586.4-million surplus in trade with the Soviets, and
also assured the overall surplus in trade with the NME's in July-September
1984. Quarterly U.S. grain shipments to the Soviet Union, showing an upward
trend this year, reached 3.6 million metric tons, or $537.0 million, during
the period under review. Cotton shipments amounting to $47.2 million in
July-September 1984 increased U.S. cotton sales to the Soviet Union to
$148.7 million in January-September 1984. Among U.S. exports to the Soviet
Union, sales of miscellaneous manufactured articles declined the most from the
first 9-month period of 1983 to the corresponding period of 1984.

Stepped-up Soviet shipments of anhydrous ammonia, palladium, and light
fuel oils explain much of the 49.4-percent increase in Soviet sales to the
United States from January-September 1983 to January-September 1984.

U.S. exports to the six East European countries were valued at
$182.8 million and U.S. imports from the region were valued at $486.0 million
in July-September 1984. U.S. trade with Eastern Europe registered a
$303.2-million deficit during the period under review. Although the United
States shipped less corn to the region in January-September 1984 than during
the corresponding period of 1983, the sale of this commodity contributed the
most to U.S. export revenues from the region during the quarter under review.
Sales of U.S. soybean oilcake and oilmeal and of machinery and transportation
equipment also declined, but those of cattle hides increased from
January-September 1983 to January-September 1984.



U.S. imports from Romania constituted 57.2 percent of total U.S. imports
from Eastern Europe during the first three quarters of 1984. Among the U.S.
imports from Romania, various textile products and mineral fuels and
lubricants showed impressive advances from January-September 1983 to
January—September 1984. East European sales of certain iron and steel
products registered a $100-million increase over this period. East German
shipments showed the largest increase to U.S. markets in this product line,
but there were also significant increases in shipments from Romania,
Czechoslovakia, Hungary, and Poland.

U.S. commercial relations with the NME's showed an overall improvement
during the second and third quarters of 1984. A mild improvement in
U.S.-Soviet commercial relations was marked by a rebound of U.S. grain sales
to the Soviets and by steps taken to improve U.S.-Soviet economic, industrial,
and technical cooperation. There was progress in normalizing U.S.-Polish
commercial relations, and the MFN status of China, Hungary, and Romania was

extended. The U.S.-China tax treaty, signed on April 30, 1984, was sent to
the Senate for ratification.

The President invoked the International Emergency Powers Act when the
Export Administration Act expired at the end of the first quarter. As a
result, the U.S. export control system remained in force during the second and
third quarters. During this period, the Commission and the International
Trade Administration of the Commerce Department concluded five antidumping and
countervailing duty investigations on imports from the NME's. In the two
investigations of allegations that the Czechoslovak and Polish Governments
subsidized exports of carbon steel wire rod, the Commerce Department made a
landmark determination. It has concluded that subsidies countervailable under
U.S. law cannot be found in the NME's.

The last section of the report examines four U.S. industries identified
by the East-West Trade Monitoring System. This system employs a computer run
of import data that permits a comparison of imports from the NME's with the
output of competing domestic industries. The cases examined have met two
tests: penetration of the U.S. market by imports from an NME source and
imports from all sources and a specified rate of growth in imports from the
NME supplier. The imported product groups and competing U.S. industries
covered in this report are nitrogenous fertilizers, china tableware, floor
coverings, and dolls and stuffed toy ‘animals. 1In the case of nitrogenous
fertilizers, the import-penetration and import-growth tests were met by
imports from the U.S.S.R.; for the other three products, imports from China
met these criteria. The analysis of each case includes a description of the
product group and its uses, data and other information on production and
employment in the U.S. industry, imports from the designated NME supplier and
from other sources, and a discussion of the U.S. market. Such information as
could be obtained on the competing NME industry is also presented. 1In
addition, the examination of floor coverings includes a brief discussion of
imports from Romania, as well as those from China, and of the industry in that
country. Imports of floor coverings from Romania did not meet the
import-penetration and import-growth tests, but Romania is a major supplier to
the United States of certain types of floor coverings.






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

The value of total two-way merchandise trade between the United States
and the nonmarket economy countries (NME's) increased by 81.9 percent from
July-September 1983 to July-September 1984. Trade turnover during the quarter
under review was 23.6 percent higher than in April-June 1984 (table 1). U.S.
exports to the NME's amounted to $1.8 billion during the period under review.
This represented the largest quarterly export figure in 1984 and a significant
128.2-percent increase from the level of U.S. sales to the NME's during the
third quarter of 1983. At $1.5 billion, U.S. imports from the NME's reached
an alltime quarterly high during the period under review. U.S. purchases from
the NME's increased by 46.5 percent from July-September 1983 to July-September
1984.

The surplus of U.S. merchandise trade with the NME's in July-September
1984 remained at $284 million, the same as during the second quarter of 1984.
The U.S. surplus in trade with the NME's increased from $616.7 million in
January-September 1983 to $930.0 million in January-September 1984. 1/

The longstanding U.S. surplus in trade with China turned into a
$54.3 million deficit in 1983 as U.S. wheat shipments to China fell and U.S.
imports of Chinese apparel increased significantly. After widening to
$128.1 million during the first quarter of 1984 and reaching an alltime high
quarterly deficit of $217.8 million during the second quarter, the U.S.
deficit in trade with China shrank to $5.5 million in July-September 1984.
This occurred despite the fact that U.S. imports from China reached their
highest quarterly level in 1984. These imports increased to $853.1 million
during the quarter under review, exceeding also their 1983 average quarterly
level by 53.9 percent. To a large extent, this remarkable narrowing of the
U.S. deficit was due to an increase in wheat shipments to China during the
period under review.

In trade with the Soviet Union, the United States retained its
traditional surplus during the quarter under review. This surplus, amounting
to $586.4 nillion, accounted for a favorable overall U.S. trade balance with
the NME's in July-September 1984. Large U.S. shipments of wheat to the Soviet
Union contributed most significantly to the maintenance of this favorable
balance in trade with the Soviets. Although the review-period surplus was
lower than the surplus during the second quarter, it was higher than the
surplus registered in U.S.-Soviet trade during the first quarter of 1984. The
U.S. surplus in trade with the Soviet Union during the quarter under review
exceeded the average quarterly surplus during 1983, but remained slightly
below that of 1982.

- 1/ Since quarterly reporting began in 1975, the United States registered its
only quarterly deficit ($240 million) in trade with the NME's in
July--September 1983.
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In trade with Eastern Europe, the United States had a $303.2 million
deficit during the period under review. The U.S. trade deficit with Eastern
Europe amounted to only $115.9 million during the second quarter of 1984 and
to $82.2 million in July-September 1983, The U.S. deficit in trade with
Eastern Europe was attributable to a large extent to a deficit in bilateral
trade with Romania. The deficit in U.S.-Romanian trade increased from
$130.7 million in July-September 1983 to $253.5 million in July-September
1984. This deficit was only $102.0 million in April-June 1984. The United
States also registered deficits in its review-period trade with
Czechoslovakia, the German Democratic Republic, and Hungary. The U.S. balance
of merchandise trade, however, showed surpluses in trade with both Poland and
Bulgaria.

U.S. Exports

After two consecutive quarterly declines during the first half of 1984,
U.S. exports to the NME's increased by $312.1 million from the second to the
third quarter of 1984 (fig. 1). At $1.8 billion, U.S. exports to the NME's
during the period under review exceeded by 128.2 percent the $778.6 million
value of exports during the third quarter of 1983 (table 2). U.S. exports to
the NME's increased by 47.3 percent, from $3.3 billion in January-September
1983 to $4.8 billion in January-September 1984.

Shipments of commodities classified as food and live animals constituted
46 .5 percent of total U.S. exports to the NME's in January-September 1984
(table 3). The share of these shipments was 36.8 percent in January-September
1983. Grain (wheat and corn) represented 95.9 percent of total U.S. food and
live animal shipments to the NME's in July-September 1984, with grain sales
accounting for 43.2 percent of U.S. export revenues in trade with the NME's
during this period. Since the United States shipped no grain to the Soviet
Union and China, U.S. export revenues from the sale of grain to the NME's
amounted to only $27.5 million during the third quarter of 1983. The value of
grain sales increased by $129.9 million from the second to the third quarter
of 1984 and by more than $1 billion from January-September 1983 to
January-September 1984. In terms of quantity, U.S. grain shipments to the
NME's increased from 7.6 million metric tons in January-September 1983 to
14.2 million metric tons in January-September 1984. Wheat shipments increased
from 4.3 million metric tons to 9.1 million metric tons and those of corn from
3.3 million metric tons to 5.1 million metric tons from January-September 1983
to the corresponding period of 1984. Despite the fact that the United States
shipped no soybeans to the NME's during the quarter under review, U.S. crude
material exports to the NME's increased by 32.4 percent from January-September
1983 to the corresponding period of 1984. 1In January-September 1984, the
Soviet Union had the largest relative share of U.S. exports to the NME's,
followed by China and Eastern Europe (fig. 2).

11
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u.s.S.R

Mainly as a result of stepped-up grain sales to the Soviet Union, U.S.
exports to the Soviet Union increased by 313.0 percent from July-September
1983 to the quarter under review. From January-September 1983 to the
corresponding period of 1984, these exports increased by 80.3 percent. Sales
of U.S. food and live animals to the Soviet Union increased by 146.7 percent
in a similar comparison. (Table 4 shows U.S. exports to the NME's by countries
and SITC sections during the quarter under review.) Grain exports to the
Soviet Union increased from 4.2 million metric tons (3.0 million metric tons
of wheat and 1.2 million metric tons of corn) in January-September 1983 to
10.3 million metric tons (5.7 million metric tons of wheat and 4.6 million
metric tons of corn) in January-September 1984. Cotton shipments to the
Soviet Union remained at a significant level of $47.2 million during the
period under review. Total U.S. shipments of this product to the Soviet Union
increased to $148.7 million (380,102 running bales) in January-September 1984.

China

U.S. exports to China increased by 114.8 percent from the third quarter
of 1983 to the quarter under review, and by 40.9 percent from January-
September 1983 to the corresponding period of 1984. Chinese purchases of U.S.
food and live animal products increased by 39.2 percent from the first three
quarters of 1983 to the corresponding period of 1984. U.S. wheat shipments to
China increased from 1.2 million metric tons in January-September 1983 to
3.3 million metric tons during the corresponding period of 1984. The increase
in U.S. wheat shipments to China from the second to the third quarter of 1984
amounted to $85.3 million in terms of value. Corn shipments to China fell
from 1.4 million metric tons in January-September 1983 to a relatively
insignificant amount during the corresponding period of 1984. But there were
significant increases in U.S. shipments of manufactured fertilizers, and
polymerization and copolymerization products to China increased in a similar
comparison. A significant $175.5-million increase in China's purchases of
U.S. machinery and transportation equipment more than outweighed a decline in
. Soviet and East European purchases of these U.S. products from the first

9-month period of 1983 to the corresponding period of 1984. During the period
under review, 60 locomotives were shipped to China and the easing of
restrictions on the sale of high-technology products to that country was
.reflected in the increased sales of a broad variety of capital equipment
“including automatic data processing machines (SITC Group 752).

- Eastern_ Europe

U.S. sales to Eastern Europe declined by 8.9 percent from the third
quarter of 1983 to the quarter under review, increasing by only 1.1 percent
from January-September 1983 to the corresponding period of 1984. Among the
East European countries, Poland remained the largest customer of U.S. products
both in January-September 1983 and in the period under review. Romania was
the second largest East Buropean customer for U.S. commodities in
January- September 1984, but only the third largest after East Germany during
the period under review. The value of U.S. corn shipments to Eastern Europe
declined from $91.9 million (0.7 million metric toms) in January-September
1983 to $76.1 million (0.5 million metric tomns) in January- September 1984.
Sales of U.S. soybean oilcake and oilmeal exports decreased, but those of 16
cattle hides increased, in a similar comparison.
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At 3.43 percent, the share of U.S. exports to the NME's among worldwide
U.S. exports in July-September 1984 was the highest during the first three
quarters of 1984.

Food and live animals

U.S. exports to the NME's of food and live animals (products classified
in SITC Section 0) increased by 86.4 percent from $1.2 billion in
January--September 1983 to $2.3 billion in January-September 1984. The value
of these exports increased from $74.1 million in July-September 1983 to
$799.8 million during the quarter under review. 1/ Wheat exports represented
85.5 percent and those of corn, 10.4 percent of total U.S. food and live
animal sales to the NME's in July-September 1984. The quantity of U.S. grain
shipments (wheat and corn combined) to the NME's increased from 7.6 million
metric tons during the first three quarters of 1983 to 14.2 million metric
tons during the corresponding period of 1984. Wheat shipments to the NME's
increased from 4.3 million metric tons in January-September 1983 to
9.1 million metric tons in January-September 1984. Corn shipments increased
from 3.3 million metric tons to 5.1 million metric tons, in a similar
comparison. 2/ The quantity of U.S. wheat sold to the NME's increased from
15,404 metric tons in July-September 1983 to 4.7 million metric tons during
the quarter under review. The quantity of U.S. corn sold to the NME's
increased from 184,835 metric tons to 594,434 metric tons, in a similar
comparison. The value of wheat shipments to the NME's rose from
$686.2 million in January-September 1983 to $1.4 billion in January-September
1984, while those of corn increased from $388.2 million to $767.8 million.

The dominant role of goods classified into the food and live animal
category among U.S. exports to the NME's was reinforced during the first three
quarters of 1984. The share of these goods in total U.S. sales to the NME's
increased from 36.8 percent in January-September 1983 to 46.5 percent in
January-September 1984. U.S. wheat sales to the NME's accounted for
33.1 percent of U.S. wheat sales to the world in July-September 1984. The

share of U.S. corn sales to the NME's in worldwide U.S. corn sales was
6.4 percent during the period under review.

The share of Soviet purchases of U.S. food and live animal exports to the
NME's increased from 52.8 percent during the first three quarters of 1983 to

69.9 percent during the first three quarters of 1984. China's share of these

U.S. exports declined from 28.7 percent to 21.4 percent, and that of Eastern
Europe from 18.5 percent to 8.7 percent, in similar comparisoms.

1/ A complete absence of grain shipments to the U.S.S.R. and China explains
the low value of U.S. food and 11ve animal exports to the NME's during the
third quarter of 1983.

2/ The increase in the value of U.S. corn shipments exceeded the increase in
volume. The unit value of U.S. corn sold to the NME's increased by
28.3 percent from January-September 1983 to January-September 1984. The
increase in the volume of wheat shipments, however, was greater than the
increase in the value of these shipments, because the unit value of wheat
declined by 6.6 percent in a similar comparison.

18
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U.S.8.R.—-U.S. grain exports to the Soviet Union amounted to
$537.0 million, or to 3.6 million metric toms, in July-September 1984. Of
this amount, 3.2 million metric tons ($485.6 million) was wheat and
0.4 million metric tons ($51.4 million) was corn. Quarterly U.S. grain
shipments to the Soviet Union have shown an upward trend this year. These
shipments amounted to 3.3 million metric tons in January-March and to
3.4 million metric tons in April-June. U.S. grain sales to the Soviet Union
in this review period exceeded the value of second-quarter sales by
4.7 percent; the quantity of shipments by 7.0 percent. During July-September
1983 there were no U.S. grain shipments to the Soviet Union. U.S. grain
shipments to the Soviet Union increased nearly 150 percent from 4.2 million
metric tons in January-September 1983 to 10.3 million metric toms in
January-September 1984. The value of these sales increased from
$634.7 million to $§1.6 billion, or by 147 percent, in a similar comparison.
Soviet imports of U.S. wheat increased from 3.0 million metric tons ($496.5
million) during the first three quarters of 1983 to 5.7 million metric toms
($877.6 million) in January-September 1984. U.S. corn shipments to the Soviet
Union jumped from 1.2 million metric tons ($138.2 million) to 4.6 million
metric tons ($689.2 million), in a similar comparison. The proportion of corn
among U.S. grain shipments to the Soviet Union increased from 29 percent in
January-September 1983 to 45 percent in January-September 1984. 1/

The Soviets stepped up their grain purchases from the United States, as
well as from other suppliers, in June-September 1984, as the extent of the
1984 production shortfall became apparent. The U.S. Department of Agriculture
(USDA) estimates that Soviet grain production in 1984 could fall to
170 million metric tons from the 195-200 million metric tons produced in
1983, USDA analysts have revised their earlier estimate of 43 million metric
tons of grain import by the Soviet Union to 50 million metric tons during the
July 1984-June 1985 marketing year. According to the USDA, third-quarter
grain shipments to the Soviet Union from Canada amounted to 4.4 million metric
tons; from Argentina to 1.0 million metric tons; from the European Community
to 1.0 million metric tons; and from Australia to 0.4 million metric toms.
Shipments from Canada totaled 6.9 million metric tons in January-September
1984; 6.1 million metric tons from Argentina; 2.5 million metric tons from the
European Community; and 1.9 million metric tons from Australia. 2/

1/ The Soviets more than fulfilled their minimum purchasing obligations
during the agreement year, October 1983- September 1984. According to the
USDA, they purchased 14.5 million metric tons of grain from the United States
during this period. These purchases were made up of 7.6 million metric tons
of wheat, 6.5 million metric tons of corn, and 416,200 metric tons of
soybeans. For a description of the U.S.-Soviet grain agreement currently in
effect, and an overview of U.S.-Soviet grain trade in 1983, seec 37th Quarterly
Report. . ., pp. 66, 71, and 36th Quarterly Report. . ., pp. 16, 17. For
further details on current trends in Soviet purchases of U.S. grain, see "The
Soviet Union meets and surpasses its grain purchasing requirements for the

November 1984.

2/ The Argentine Soviet grain supply accord which runs out in 1985 has
recently been extended for 1 year. Under this accord, the Soviels must
purchase a minimum of 4 million melric tons of coarse grains and 500,000
metric tons of soybeans per agreement year. For a description of the
difficulties in Argentine-Soviet commercial relations affecting conditions for

the renewal of the grain dcal, see Journal of Commerce, November 1984, p. 5A.
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Among the non-grain U.S. food and live animal exports to the Soviet Union
during the first three quarters of 1984, sales of vegetables and fruits (SITC
Division 05) valued $7.6 million. U.S. sales of goods classified in this
product division amounted to more than $30 million in 1981, but diminished to
$3.4 million in 1983.

China.--U.S grain shipments to China increased from 2.6 million metric
tons ($341.7 million) in January-September 1983 to 3.3 million metric tons
($481.3 million) in January-September 1984. The share of corn in these
shipments shrank from 46.3 percent during the first three quarters of 1983 to
a negligible proportion during the corresponding period of 1984. Once a major
supplier of corn to China, the United States exported only 18,000 metric tons
of corn to China in July-September 1984. These shipments were the first U.S.
corn sales to China during the first three quarters of 1984. 1/

U.S. wheat shipments increased to 1.5 million metric tons
($195.8 million) in July-September 1984 from 1.1 million metric toms
($172.4 million) during the first quarter and 0.8 million metric tons
($110.5 million) during the second quarter of 1984. U.S. grain exports to
China declined sharply during the second quarter of 1983 as shipments for
earlier orders were completed and disagreement over textile quotas dragged on
through the first 7 months of the year. 2/ Even after the resolution of the
disagreement in July 1983, successful Chinese efforts to boost grain
production and diversify sources of foreign grain supplies have limited
China's demand for U.S. wheat. There were no U.S. wheat deliveries to China
in July-September 1983. As a result of new orders in early September, U.S.
wheat shipments to China amounted to 1.2 million metric tons during the last
quarter of 1983, Chinese imports of U.S. wheat declined from 6.8 million
metric tons in 1982 to 2.5 million in 1983. 3/

Eastern Europe.--The sale of corn at $29.4 million, contributed the most

to U.S. export revenues from Eastern Europe during the quarter under review.
U.S. corn shipments to Eastern Europe increased from 184,835 metric toms in

July-September 1983 to 206,106 metric tons in July-September 1984. Despite

this increase, total U.S. corn shipments to Eastern Europe have declined from
730,465 metric tons in January-September 1983 to 518,999 metric tons in

January-September 1984. The value of U.S. corn sales declined from

1/ Exceptionally large corn harvests in China's northeastern provinces,
which even allowed for some exports in addition to filling domestic needs,
account for the practical disappearance of U.S. corn exports to China since
the summer of 1983. See 39th Quarterly Report . . ., p 18.

2/ For details on the effect of these negotiations on U.S. grain shipments
to China, see 37th Quarterly Report . . ., pp. 50, 51.

3/ According to USDA, Chinese purchases of U.S. grain were 2.2 million
metric tons short of China's obligations for a minimum 6 million metric ton
grain purchase per year under the 1981-84 U.S.-China grain supply agreement.
As of Nov. 8, 1984, Chinese orders for delivery in 1984 amounted to only
4.4 million metric tons. For a description of the 4-year U.S.-China grain
agreement, and China's grain agreements with other supplying nations, see
334 Quarterly Report . . ., p 44.

20



21

$91.9 million to $76.1 million, in a similar comparison. 1/ Importing

61.5 percent of the U.S. corn sold in Eastern Europe during the first three
quarters of both 1983 and 1984, the German Democratic Republic remained the
-most important customer of U.S. corn in Eastern Europe. 2/ 1In
January-September 1984, Poland and Bulgaria ranked second and third,
respectively, as East European purchasers of U.S. corn. Poland, the only
purchaser of U.S. wheat in Eastern Europe, increased its imports of U.S. wheat

slightly from 38,255 tons in January-September 1983 to 46,361 tons in
January-September 1984. 3/

U.S. soybean oilcake and oilmeal exports, the second most significant
food and live animal commodity sold to East Europeans during the first three
quarters of 1984, valued only $48.6 million during this period compared with
$64.0 million in January-September 1983. Hungarian purchases of this U.S.
commodity fell from $42.3 million in January-September 1983 to $8.9 million in
January-September 1984; Polish purchases increased from $10.8 million to
$39.8 million, in such a comparison. At $10.9 million, this U.S. commodity
led the list of Polish imports from the United States during the period under
review. Total NME imports of soybean oilcake and oilmeal amounted to
$10.9 million during the period under review. This was significantly lower
than both the 1983 quarterly average of U.S. sales to the NME's and the sales
in July-September 1983. 4/

1/ Once a major customer of U.S. grain products, Eastern Europe cut sharply
its grain imports from the United States in 1982. U.S. grain sales to the
region averaged 7.2 million metric tons in 1976-81, but dropped to 3.5 million
metric tons in 1982 and to 1.6 million metric tons in 1983. Hard currency
shortages and efforts to improve grain yields and the feed-livestock economy
in Eastern Europe have limited overall East European demand for imported
corn. In addition, the U.S. share in East Europe's overall corn imports has
also declined. Whereas this share was 70 percent in 1982, it dipped below
50 percent in 1983-84. Source: USDA, U.S.S.R./Eastern Europe Division.

2/ East German imports of U.S. corn will probably decline in 1985. Record
grain production and efforts to substitute feed wheat, barley, and sorghum in
feed compounds are expected to reduce the GDR's overall demand for corn
imports. According to USDA analysts, East German imports of U.S. corn could
drop to 750,000 metric tons in 1984/85 from almost 1 million metric toms in
1982/83. (See East Europe Agriculture, October 1984, p. 11.)

3/ Although Polish efforts to increase yields have registered some success
recently, the country's goal of self-sufficiency in grains is still a distant
goal., Poland's grain imports for 1984 are forecast to be 3.0 million metric
tons. Of this, 2.4 million metric tons will be wheat and 0.6 million metric
tons will be corn. The European Community, Canada and Sweden are Poland's
main wheat suppliers. See East Europe Agriculture, June 1984.

4/ Good overall oilseed production in the region, efforts to achieve oilseed
self-sufficiency and to improve the efficiency of feed rations, hard currency
shortages, the high price of U.S. oilseed products as a result of the poor
harvest, and the high price of the dollar provide the general explanation for
this decline.
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Crude materials

U.S. exports to the NME's of crude materials (SITC Section 2) increased
by 32.4 percent, from $577.4 million in January-September 1983 to
$764.7 million in January-September 1984. Cotton was the leading U.S. crude
materials export shipped to the NME's in July-September 1984, as well as
during the first 9 months of 1984. U.S. sales of cotton to the NME's
increased from $61.1 million (173,420 running bales) during the first three
quarters of 1983 to $152.3 million (389,356 running bales) during the
corresponding period of 1984. With 97.6 percent of the purchases, the Soviet
Union remained the major NME buyer of this U.S. product in January-September
1984. Soviet imports of U.S. cotton (SITC Group 263), nonexistent in 1981 and
insignificant in 1982, jumped to $72.2 million in 1983. The sudden increase
of Soviet demand for U.S. cotton in 1983 is mainly due to the poor quality of
the cotton harvested in 1983. 1/ As a result, the Soviets had to import
cotton to make good on their export obligations to their CEMA partners whose
hard-currency-earning textile industries depend to a large extent on cotton
deliveries from the Soviet Union. Cotton became the most significant U.S.
export after grain to the Soviet Union in January-September 1984.

U.S. soybean sales to the NME's decreased from $156.3 million
(23.7 million bushels) in January-September 1983 to $144.7 million
(17.2 million bushels) in January-September 1984. Remaining over $70 million
during both the first and second quarters of 1984, overall NME imports of
soybeans from the United States dropped to zero in July-September 1984. The
U.S.S.R. and Romania were the most significant buyers of this U.S. product
among the NME's both in 1983 and in the first half of 1984. Romania purchased
81.6 percent of East European and 73.6 percent of total NME imports of U.S.
soybeans in January-September 1984. Soviet imports of U.S. soybeans (SITC
Subgroup 2222), which jumped from $8.4 million in 1981 to $171.3 million in
1982, decreased to $157.2 million in 1983. Occurring only during the first
quarter of 1984, Soviet purchases through the first three quarters of 1984
amounted to $14.0 million. Although China lifted its embargo on U.S. soybean
imports in September 1983, it has not resumed purchases. 2/ The following
factors may have contributed to the decline of Soviet and East European
purchases of U.S. soybeans: (1) reduced U.S. supplies for export at increased
prices as a result of the poor harvest in 1983; 3/ (2) increased supplies for
the Soviet Union under long-range agreements from other suppliers (e.g., the
Brazil-Soviet countertrade deal for the exchange of Brazilian soybeans for
Soviet crude oil and various industrial products); (3) increased substitution
of feed-grain in Eastern Europe (also in Western Europe) for oilseed products
in animal rations; (4) efforts by the NME's to achieve oilseed
self-sufficiency; and (5) large Soviet soybean meal imports in 1983 which
moderated to some extent Soviet domestic demand for soybeans in 1984.

1/ It is also likely that in addition to quality problems, production
shortfalls also occurred in 1982 and 1983. See 39th Quarterly Report . . .,
p. 20, footnote No. 3.

2/ See 39th Quarterly Report . . ., p. 20. From the fact that China
currently exports soybeans to Japan and the Republic of South Korea it is
apparent that its demand for soybean imports has diminished.

3/ The unit value of U.S. soybeans sold to the NME's increased by
27.3 percent, from $6.59/bushel in January-September 1983 to $8.39/bushel in
January-September 1984. The strong dollar has further aggravated this price
increase. 22
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Shipments of softwood saw logs to China during the quarter under review
were significantly below the level of shipments during the corresponding
period of 1983. Large deliveries of U.S. Douglas-fir logs to China during the
first half of 1984, however, increased U.S. sales of this product to China
from $112.8 million in January-September 1983 to $142.3 million in
January-September 1984. U.S. sales of Western hemlock log to China declined
slightly from $37.0 million to $35.4 million, in a similar comparison. Demand
for logs used in the construction of large-scale development projects in China
continues to outstrip domestic supplies despite the reportedly successful
efforts by the authorities to boost domestic log productlon through a
nationwide aforestation campaign. 1/ L

U.S. sales of cattle hides to the NME's increased from $63.0 million in
January-September 1983 to $84.4 million in January-September 1984, Eastern
Europe bought 76.2 percent of the total sold by the United States to the NME's
during the first 9 months of 1984. China increased its acquisitions of U.S.
cattle hides to $9.6 million during the quarter under review, from
$0.4 million in July-September 1983. Czechoslovakia, for which this good was
the leading import from the United States during the first three quarters of

1984, increased its purchases of this U.S. good by $9.4 million from
January-September 1983 to January-September 1984. Although the largest NME
customer, Romania, has reduced its imports of U.S. cattle hides from'

$31.8 million to $26.6 million in such a comparison, increased purchases by
smaller customers more than made up the difference.

Chemicals

U.S. exports to the NME's of chemicals (SITC Section 5) increased by
43,3 percent, from $467.1 million in January-September 1983 to $669 5 million
in January-September 1984.

China.--Increased sales to China actounted almost entirely for the growth
in U.S. export revenues from the sale of chemicals to the NME's between the
two periods. Particularly significant was the increase in Chinese purchases
of manufactured fertilizers (SITC Group 562) and polymerization and
copolymerization products (SITC Group 583). Deliveries of manufactured
fertilizer products to China increased from $121.5 million in January-
September 1983 to $200.1 million in January-September 1984. Sales of
manufactured fertilizers to China have shown a steady increase since 1981.
The annual rates of growth of U.S. exports of manufactured fertilizers to
China from 1982 to 1983, and from the first three quarters of 1983 to the
corresponding period of 1984 have exceeded the 9-percent increase in the use
of chemical fertilizers in China in 1983. 2/ Diammonium phosphate fertilizers
remained the most significant manufactured fertilizer, as well as the most
significant SITC Section 5 item, exported to China during the period under
review. Shipments to China of this product increased from $70.6 million
during the first 9 months of 1983 to $163.7 million during the corresponding
period of 1984. Shipments in July-September 1984 amounted to $72.6 million

1/ For further details on Chinese demand for U.S. forestry products, see

39th Quarterly Report. . ., p. 20, and 334 Quarterly Report . . ., pp. 48,49.
2/ See 36th Quarterly Report . . ., p. 22. ‘
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compared with only $17.7 million in July-September 1983 (see appendix tables
and table B-3). Chinese purchases of urea from the United States increased
during the quarter under review compared with the corresponding period of1983,
but decreased compared with the second quarter of 1984. Shipments of urea to
China increased from $18.9 million in January-September 1983 to $36.4 million
in January-September 1984. 1/

Deliveries of polymerization and copolymerization products to China
increased from $64.0 million during the first three quarters of 1983 to
$124.8 million during the corresponding same period of 1984. Shipments of
polypropylene resins, the second most important chemical exported to China
during the first three quarters of 1984, increased from $19.1 million in
January-September 1983 to $51.5 million in January-September 1984. 1In a
similar comparison, shipments of polyethylene resins (low- and medium-density)
increased from $9.2 million to $43.0 million. More than half of the shipments
in 1984 occurred during the period under review. These increases represent a
turnabout in the trend of decreasing Chinese purchases of this U.S. product.
Chinese purchases of polyethylene resins showed a massive decline from
January-September 1982 to the corresponding period in 1983. Since China may
depend on imported 2/ plastics resins in the years ahead for the manufacture
of a large variety of commodities needed for economic development 3/,
prospects for further large U.S. sales of this commodity to China remain
good. Chinese purchases of a number of other chemicals from the United States
advanced as well. 1In three out of the four SITC Divisions (SITC Divisions 51,
56, 58, and 59) in which U.S. sales to China exceeded $15 million in
January-September 1983, U.S. exports advanced significantly in January-September
1984,

Other NME's.--Shipments of chemicals to the Soviet Union declined from
$175.9 million during the first three quarters of 1983 to $159.9 million
during the corresponding period of 1984. More than three-fourths of the
$16.0-million decline can be attributed to the reduction of superphosphoric
acid shipments from $154.6 million in January-September 1983 to $142.1 million
in January-September 1984. The value of shipments declined by $10.8 million
from July-September 1983 to the period under review (table B-5). 4/

Exports of U.S. chemicals to Eastern Europe increased to $52.2 million in
January-September 1984 from $36.6 million during the corresponding period of
1983. This $15.6-million increase in East European imports of U.S. chemicals
compensated for the roughly equal decline in Soviet imports in a similar
comparison. East European purchases of U.S. chemicals amounted to

1/ For background information on China's increased use of phosphatic
fertilizers, see 39th Quarterly Report . . ., p. 21.

2/ For explanation see 33d Quarterly Report . . ., p. 49.

3/ Demand for plastics resins (used primarily in the manufacture of
injection-molded commodities and packaging materials) is determined by the
level of mass production and the importance of the consumer and export sectors
in the national economy.

4/ The Soviet Union imports U.S. superphosphoric acid under a 20-year
agreement between Occidental Petroleum Co. and the Soviet Government. For an
updated account on trade under this agreement, see 37th Quarterly
Report . . ., p. 72.
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$31.1 million, which is far higher than the quarterly average of these
purchases in any year since 1980. The East European countries increased their
purchases of U.S. manufactured fertilizers (SITC Division.56), organic
chemicals (SITC Division 51), and inorganic chemicals (SITC Division 52) from
January-September 1983 to the corresponding period of 1984. Increased
deliveries of chemicals to Czechoslovakia, Hungary, the German Democratic
Republic, Romania and Bulgaria more than offset a decline in Poland's
purchases from the first 9 months of 1983 to the corresponding period in 1984.

Machinery and transportation equipment

U.S. exports of commodities classified as machinery and transportation
equipment (SITC Section 7) to the NME's increased by 26.8 percent, from
$515.7 million in January-September 1983 to $654.2 million in January-September
1984. This $138.4-million increase in NME imports of U.S. machinery and
transportation equipment between the two periods resulted from a
$175.5-million increase in China's purchases, and a $21.0-million and
$16.0-million declines in Soviet and East European purchases, respectively.

China.--Exports to China of U.S. machinery and transportation equipment
ranked first among U.S. exports to that country during January-September 1984,
similar to exports in 1983. Shipments increased from $340.4 million in
January—-September 1983 to $515.9 million during the corresponding period of
1984. Chinese imports from the United States advanced for a large variety of
commodities in this category. In seven out of the nine (two-digit) SITC
Divisions, U.S. sales to China increased from the first three quarters of 1983
to the corresponding period in 1984. Five out of the 10 U.S. export items
which increased substantially over this period were U.S. machinery and
transportation equipment sold principally to China (table 5). Deliveries of
locomotives ordered by China from the General Electric Co. began during the
quarter under review. Sixty locomotives valued at $58.3 million were shipped
to China in July-September 1984. These sales made up 72.6 percent of
worldwide U.S. exports of this product during the first 9 months of 1984
(table 6). U.S. sales to China of railway vehicles and associated equipment
(SITC Group 791, which includes locomotives) increased from an insignificant
amount in January-September 1983 to $111.9 million in January-September 1984.
Chinese imports of parts for oil and gas field drilling machines from the
United States increased from $22.9 million in January-September 1983 to
$50.4 million in January-September 1984. Shipments amounted to $22.8 million
during the period under review (table B-3). Shipments of special-purpose
nonmilitary vehicles to China increased from $3.4 million during the first
9 months of 1983 to $36.9 million during the corresponding period of 1984.
Steadily increasing since 1981, U.S. exports of automatic data processing
machines (SITC Group 752) to China jumped from $25.9 million in
January-September 1983 to $49.0 million in January-September 1984. The number
of digital automatic data processing machines (Schedule B. 676.2700) sold to
China increased from 656 ($8.4 million) during the first 9-month period of
1983 to 1,327 ($12.4 million) during the corresponding period of 1984. The
quantity shipped was 565 during the period under review, compared with only
130 during the corresponding period of 1983. The number of U.S. communication
and peripheral equipment (Schedule B. 676.2870) shipped to China increased
from 394 to 1,037 from January-September 1983 to January-September 1984.

During the period under review, 495 were shipped compared with 172 in
25
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July-September 1983. One important factor explaining increases in China's
imports of a broad variety of Section 7 items, and in particular automatic
data processing machines (SITC group 752), from the United States is the

easing of restrictions on the sale of high-technology products to China. 1/

Other NME's.--Quarterly U.S. exports of machinery and transportation
equipment to the Soviet Union averaged $29.0 million in January-September
1984. This was the lowest quarterly average at least since 1980. Among
(two-digit) SITC divisions over the same period, the largest decline
($9.5 million) occurred in power generating machines (SITC Division 71).
Sales of nonelectric engines and motors (SITC group 714) declined from
$13.2 million in January-September 1983 to $5.3 million during the
corresponding period of 1984. 2/

Evident since 1980, the general decline in East European purchases of
U.S. machinery and transportation equipment continued during 1984. The
$17.1 million quarterly average of East European imports of such goods in
January-September 1984 was the lowest in comparison with any annually
calculated average at least since 1980. At $19.4 million, however, East
European imports of these commodities from the United States during the period
under review slightly exceeded the quarterly average for the year to date.

Other exports

Among other U.S. exports to the NME's, goods classified as miscellaneous
manufactured articles (SITC Section 8) were the most significant during the
first 9-month period of both 1983 and 1984. U.S. exports of these products to
the NME's were at $206 million during both periods. Among the leading U.S.
miscellaneous exports to the NME's were geophysical instruments sold primarily

to China. Sales to China increased from $22.4 million in January-September

1983 to $39.9 million in January-September 1984. Sales of pressure-sensitive
tapes to the NME's, however, declined from $50.2 million to $36.6 million, in

a similar comparison. The Soviet Union was by far the dominant NME purchaser
during both periods. '

Among manufactured goods classified by chief material (SITC Section 6),
U.S. sales of unwrought aluminum to China dropped from $40.7 million during
the first three quarters of 1983 to $16.1 million during the corresponding
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