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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.S8.R., and Vietnam.

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.,

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.




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 dats 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 July-September 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 developments in U.S. commercial relations with the
NME's during the third quarter of 1983 are also discussed.

This report also examines six U.S. industries identified in the previous
(35th) report in this series on the basis of their total import penetration
levels and the rate of growth of imports from an NME source. The six product
groups represented are various types of apparel, including leather and textile
accessories, and other textile manufactures. Each discussion covers data on
production, employment, imports, the U.S. market, and other relevant economic
factors. Such information as could be obtained on the competing Chinese
industries is also presented.

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. 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.



SUMMARY

U.S. merchandise trade with the NME's totaled $1.8 billion in
July-September 1983, 12 percent lower than its level in the corresponding
quarter of 1982. Imports increased for the third consecutive quarter, and
exports continued to fall after declining steeply in the previous quarter.
The result was a U.S. deficit of $240 million, the first negative balance to
be registered in trade with the NME's since this series of quarterly reports
began in January-March 1975.

The U.S. trade balance worsened with all three major NME markets--China,
the U.S.S.R., and Eastern Europe. 1/ The deficit with China was
$209.6 million, and followed a $175.7 million deficit in April-June 1983. A
negative U.S. balance of $82.2 million was the largest of three consecutive
deficits recorded in trade with the Eastern European NME's. Although the
United States continued to maintain a positive merchandise trade balance of
$48.9 million with the Soviet Union, this surplus amounted to only about
one-third its level in July-September 1982.

Of the $305 million deterioration in the U.S.-NME trade balance from
July-September 1982 to July-September 1983, declining exports accounted for
approximately 90 percent, and rising imports for 10 percent. A fall in
agricultural exports was primarily due to the absence of any grain shipments
to either China or the U.S.S8.R., and was the principal reason for the overall
decline in U.S. shipments to the NME's. At $779 million, exports to the NME's
were at their lowest level since 1977, By contrast, imports reached an
unprecedented quarterly high of $1.1 billion. Deviating from their generally
increasing trend since 1980, U,S. purchases of Chinese goods declined in
July-September 1983 compared with the corresponding period of 1982, This
decline, however, was more than offset by increased imports from Eastern
Europe and the Soviet Union. Chlna s share of U.S.-NME trade was 55 percent
in the latest quarter, compared with two-thirds of the total in 1982; Eastern
Europe, led by Romania, accounted for 27 percent; and the U.S.S.R. accounted
for 17 percent.

In July 1983 the United States and China reached a new long-term
agreement on trade in textiles. This replaced the U.S. unilateral
restrictions on imports of textile products from China that were imposed in
January 1983 after the old agreement expired. 1In early September, following
the signing of the new accord, China lifted its embargo on imports of U.S.
cotton, soybeans, and manmade fibers, and resumed its purchases of U.S. wheat
after having ordered none since early February.

A new S5-year U.S8.-U.S.S.R. grain agreement was also reached in July,
replacing the previous long-term bilateral pact in its second l-year
extension. After buying no U.S. grain since late 1982, the Soviets began to
place orders for both wheat and corn immediately following the conclusion of
the agreement.

1/ For the purpose 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, Czechoslovakla. and Bulgaria.
Albania is not a member of the CMEA.
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During the quarter the United States made substantial progress toward
meeting its commitment to ease the transfer of technology to China, The
revision of export guidelines to permit the sale of more technically advanced
dual-use goods to China was virtually completed as the quarter ended.
Negotiations on an agreement that would permit U.S. companies to sell
equipment and technology for use in building nuclear power plants in China
were also reportedly in their final stage after bilateral meetings were held
in both July and September. Finally, when Secretary of Defense Weinberger
visited China in September, he discussed possible U.S. weapons sales with its:
Government leaders.

In the period from July through September, both the Commission and the
Department of Commerce made affirmative final determinations in two separate
antidumping investigations involving imports of textile products from China.
They ‘alsc reached affirmative preliminary findings in two cases involving
chemical products imported from China. 1In September a petition was filed with
Commerce alleging that China subsidizes all its textile exports and requesting
the imposition of countervailing duties. This was the first such petition to
be filed by a U.S. industry against a NME country.

This report also examines imports from China and U.S. production of six
products identified by the Commission's East-West Trade Statistics Monitoring
System on the basis of import penetration levels and the rate of growth of
imports from NME sources. The product groups analyzed are lace goods;
miscellaneous outerwear (primarily men's and women's sweaters and women's
trousers); men's shirts, nightwear, and underwear, and women's knit shirts;
women's coats, suits, and skirts; leather gloves; -and handbags. Each
discussion of the domestic industry producing like or competitive products
includes relevant economic data such as production, employment, wages, imports
from China and other sources, and the U.S. market.

The overall conclusion of this examination is that despite the
restrictions applying to imports of Chinese textile products under the
bilateral agreement and the relatively low quality and limited styles of the
products analyzed, such imports from China will continue to be a factor in the
U.S. market. In these highly labor-intensive industries, low wages

(equivalent to approximately 25 cents per hour) are principally responsible
for China's strong competitive position.
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THIRD-QUARTER DEVELOPMENTS IN TRADE BETWEEN THE UNITED STATES
AND NONMARKET ECONOMY COUNTRIES

Total two-way merchandise trade between the United States and NME's in
July-September 1983 edged up slightly from its April-June 1983 level, but was
still 12 percent lower than trade in the corresponding quarter of 1982
(table 1). The trend of declining shipments to and increasing purchases from
NME's continued during the third quarter (figs. 1 and 2). At $779 million,
U.S. exports to NME's were at their lowest level since the last quarter of
1977; they were 26 percent lower than during July-September 1982. The value
of U.S. imports from NME's, $1.1 billion, marked an unprecedented quarterly
high in U.S.-NME trade. Imports from NME's during the period under review
increased by 3.3 percent compared with those in the corresponding period of
1982. 1/ 1In total U.S. trade, declining exports and increasing imports
paralleled the tendencies of U.S.-NME trade: total U.S. exports declined by
3 percent in July-September 1983, and imports increased by 6 percent compared
with those in the corresponding period of 1982,

For the first time since quarterly reporting began in January-March 1975,
the United States registered a deficit in its aggregate merchandise trade with
NME's. The deficit of $240 million in July-September 1983 represents a more
than threefold deterioration of the U.S.-NME trade balance from the surplus of
$115 million recorded in April-June 1983, with declining exports and
increasing imports playing approximately equal roles. The second worst
balance registered during the almost 9-year history of quarterly reporting was
a $65 million surplus in July-September 1982. The largest surplus during this
period was $2.0 billion, in January-March 1981. Since then, the U.S.
merchandise trade balance with NME's has shown a secular tendency to
deteriorate. About 98 percent of the more than $2.2 billion decline in the
trade balance since the peak surplus in the first quarter of 1981 was
attributable to the decrease in exports to NME's, and the remainder, to the
increase in imports from NME's, Of the $305 million deterioration in the
U.S.-NME trade balance from July-September 1982 to the period under review,
declining exports were responsible for approximately 90 percent, and
increasing imports, for 10 percent. 1In total U.S. trade, the deficit has
deteriorated by $5.3 billion, or 39 percent, in July-September 1983, compared
with that in the corresponding period of 1982. About 28 percent of that
increase can be attributed to declining exports, and about 72 percent, to
increasing imports. 2/

1/ Since the figures in table 1, and comparable figures from previous
periods, represent current prices, the decline in U.S. exports to NME's is
understated and the increase in U.S. imports from NME's is overstated owing to
inflation. '

2/ An aggregate NME surplus in trade with the West is not unique to the
United States. Pressure on Eastern European NME's from both Western
commercial banks and government lending organizations has led to policies in
these countries which aim at the reestablishment of hard-currency trade
equilibrium. Only a consistent surplus in trade with non-NME's can enable
Eastern European debtor countries to pay their debts to Western lenders. '
Wharton Econometric Forecasting Associates estimates: that the combined Eastern
European hard-currency trade surplus will be $6 billion to $8 billion in 1983,
compared with $5.5 billion in 1982. ‘See Wharton Econometric Forecasting
Associates, Centrally Planned Economies Outlook, September 1983.
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The share of NME markets in total U.S, export trade declined to
1,65 percent in July-September 1983. During the first three quarters of this
year it declined to 2.25 percent from an average of 3.11 percent in 1982. On
the other hand, the share of NME sales in total U.S. imports increased to
1.54 percent in July-September 1983 from 1.33 percent in April-June 1983, and
during the first three quarters of this year it increased to 1.43 percent from
1.35 percent in 1982. :

A substantial shift in U.S. exports to NME's from agricultural to capital
goods is evident from table 2. In January-September 1982, the commodities in
the food and live animals category (SITC Section 0) represented 53,3 percent
of U.S. exports to NME's, and commodities in the combined categories of
machinery and transportation equipment (SITC Section 7) and miscellaneous
manufactured articles (SITC Section 8), which includes a variety of scientific
and controlling instruments, accounted for 10.0 percent of exports. 1In
January-September 1983, the share of SITC Section 0 sales decreased to
36.8 percent and that of SITC Sections 7 and 8 increased to 22.0 percent. The
average share of SITC Section O sales in total U.S. exports was approximately
12.0 percent in both periods, and that of Sections 7 and 8, roughly 48.8
percent.

In trade with China, the United States showed a second consecutive
quarterly deficit during the period under review. The July-September 1983
deficit was $209.6 million, compared with $175.7 million during April-June
1983. 1/

U.S. merchandise trade with Eastern European NME's registered its third
consecutive-—-and largest--quarterly deficit in July-September 1983. The
$82.2 million deficit increased the cumulative negative trade balance of the
United States vis-a-vis Eastern Europe to $96.1 million during the first three
quarters of 1983. U.S. trade with Eastern Europe showed a cumulative positive
balance of $126.2 million during the first three quarters of 1982.

In trade with the Soviet Union, the United States had a small surplus of
$48.9 million in July-September 1983, compared with a surplus of
$144.2 million in July-September 1982. During the first 6 months of 1983, the
quarterly average U.S. surplus with the U.S.S.R. was $446.9 million, less than
half the $938.7 million quarterly average surplus in the first 6 months of
1982,

u.s. Exports to NME's

Total U.S. sales to all NME's declined to $3.3 billion in
January-September 1983 from their $5.4 billion level in January-September
1982, or by 39.2 percent (table 3). Although the decline in export
performance slowed considerably over the January-September 1983 period, 2/
July-September 1983 sales to NME's were 37.9 percent below the average
quarterly sales calculated for the first 6 months of 1983, and were
26,0 percent below the July-September 1982 level. Table 4 shows U.S. exports
to individual NME's in July-September 1983.

1/ For a review of recent trends in U.S. merchandise trade with China, see
35th Quarterly Report . . ., pp. 5, 8, and 11, )

2/ The rate of decline in U.S. sales to NME's from the first quarter to the
second quarter was 38.6 percent and from the second quarter to the third
quarter, 18.4 percent.
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Of the total $2.1 billion decline in U,S. export sales to NME's from
January-September 1982 to January-September 1983, the U.S,S.R. accounted for
47.4 percent, China, for 45.5 percent, and the remainder of the NME's, for
7.1 percent. As a result, the share of "all other” NME's in total U,S.
exports to NME's increased (fig. 3).

U.8. exports to China decreased to $1.4 billion in January-September 1983
from $2.4 billion in the corresponding period of 1982, July-September 1983
exports to China remained 23.3 percent below the quarterly average calculated
for the first 6 months of 1983, and were 42.2 percent below their
July~September 1982 level. The continued decrease in, or complete cessation
of, U.S. sales of major agricultural commodities to China and increased sales
of various manufactured goods and equipment resulted in a shift in U.S.
exports to China from agricultural to capital goods.

This shift was reinforced by the success of China's agricultural reforms
and its retaliation against the U.S. imposition of unilateral import quotas on
Chinese textile products which spelled sharply reduced purchases of U.S,
wheat, cotton, and manmade fibers in the first three quarters of 1983,
compared with those in the corresponding period of 1982. 1/

Because no wheat (Schedule B No. 1306540) or corn (Schedule B No.
130,3465) was shipped to China during July-September 1983 (table B-3), total
sales of U,S. cereals and cereal preparations (SITC Section 04) to China were
67.2 percent lower in January-September 1983 than during the corresponding
period of 1982, (Table A-2 shows U.S. exports to China by one-digit SITC
categories.)

By the third quarter of 1983, China had also stopped importing U.S.
cotton, After reaching their peak in 1980, U.S. cotton exports to China
declined sharply, amounting to only $1.1 million in January-September 1983,
compared with $175.6 million in January-September 1982, This decline and the
reductions in U.S. sales of manmade textile fibers to China lowered overall
U,8, textile fiber (SITC Section 26) sales to China to $24.3 million during
the first three quarters of 1983 from $252.1 million in January-September
1982. A formerly important U.S., export item to China, shipments of polyester
fibers (Schedule B No. 309.4242) were practically eliminated during the third
quarter of 1983; China's purchases amounted to $9.4 million in July-September
1982, but less than $60,000 in July-September 1983. U.S. exports of polyester
fibers to China totaled $9.9 million in January~8eptember 1983, compared with
$58.9 million in January-September 1982. 2/

l/‘For a more detailed background description of declining Chinese purchases
of U.S. agricultural commodities and crude materials, see 35th Quarterly
Report . . ., pp. 8, 11, 15, 16, and 17,

2/ For a more detailed explanation of this trend, see 33rd Quarterly
Report . . ., pp. 13, and 14, and 34th Quarterly Report . . ., p. 20,
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For the fifth consecutive quarter, there were no soybean deliveries to
China during July-September 1983. The last shipments of U.S, soybeans to
China, which occurred during the first 6 months of 1982, amounted to
$63.2 million.

Offsetting to some extent the sharp decline in U.S. exports of grain,
cotton, manmade fibers, and soybeans, Chinese purchases of U.S. machinery and
transportation equipment (SITC Section 7) increased 118.4 percent from
January-September 1982 to January-September 1983, U.S. exports of
miscellaneous manufactured articles (SITC Section 8) to China increased by
116.9 percent. Increases in sales to China were also recorded in aluminum
(SITC Section 6) and fertilizers (SITC Section 5).

The changing pattern of U.S. exports to China from January-September 1982
to the corresponding period of 1983 accounted for the bulk of the structural
shift from agricultural to capital goods in U.S. exports to NME's. In
January-September 1982, commodities classified in SITC Section 0 represented
43.7 percent of the value of U.S. shipments to China, and commodities in SITC
Sections 7 and 8 accounted for only 8.9 percent. In January-September 1983,
however, the relative significance of these categories changed: the share of
SITC Section O items shrank to 24.4 percent and that of Section 7 and 8 items
increased to 32.5 percent.

U.S. exports to the Soviet Union decreased to $1.2 billion in
January-September 1983 from $2.2 billion in the corresponding period of 1982.
Exports to the U.S.S.R. in July-September 1983 were 64.8 percent below the
quarterly average calculated for the first 6 months of 1983 and 12.3 percent
below the July-September 1982 level.

About 81.4 percent of the $1.0 billion total decline in U.S. exports to
the U.S.S.R., from January-September 1982 to Jenuary-September 1983 was caused
by the decrease in U.S. sales of agricultural commodities classified as food
and live animals (table A-3). Since the United States shipped no wheat or
corn to the U.S.S.R. during July-September 1983 (table B-5), total sales of
U.S. cereals and cereal preparations to the U.S.S.R. in January-September 1983
remained 55.8 percent below their January-September 1982 level.

Except for manufactured goods classified by chief material (SITC Section
6), miscellaneous manufactured articles (SITC Section 8), and the residual
category of commodities and transactions not classified elsewhere (SITC
Section 9), U.S. exports to the Soviet Union decreased in all one-digit SITC
sections. There were sizable reductions in sales to the Soviets from
January-September 1982 to January-September 1983 in the following two-digit
SITC categories: oilseed and oleaginous fruit (SITC Section 22), 72.1 percent;
petroleum and petroleum products (SITC Section 33), 69.4 percent; inorganic
chemicals (SITC Section 52), 10.4 percent; machinery specialized for
particular industries (SITC Section 72), 60.3 percent; and road vehicles (SITC
Section 78), 36.9 percent. " Soviet purchases of cotton, however, continued to
increase during the period under review,

U.S. exports to Eastern Europe decreased to $647.9 million in
January-September 1983 from $784.3 million in the corresponding period of
1982. July-September 1983 exports to Eastern Europe remained 10.3 percent
below the quarterly average calculated for the first 6 months of 1983, but
were 32.1 percent above their July-September 1982 level. '

15
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The decline in U.S8. sales of agricultural commodities classified as food
and live animals from January-September 1982 to January-September 1983
amounted to $155.2 million (table A-4). Reduced sales of U.S. corn and wheat
in Eastern Europe decreased U.S. export revenues from the sale of cereals and
cereal preparations in Eastern European markets by 55.6 percent from
January—September 1982 to the corresponding period of 1983. Good 1982 grain
harvests in Eastern Europe, feedstock economizing measures, and hard-currency
shortages were the underlying causes.

In addition to the drop in SITC Section O sales, declines were registered
in most of the other one-digit SITC categories. 'From January-September 1982
to January-September 1983, U.S. exports of chemicals (SITC Section 5) declined
48.4 percent, and those of miscellaneous manufactured articles (SITC Section
8) decreased 25.4 percent. Although total U.S. sales of machinery and
transportation equipment (SITC Section 7) also declined, sales of machinery
for particular industries (SITC Section 72) within that cateogry increased
$13.8 million, or 59.9 percent, from the first three quarters of 1982 to the
corresponding period of 1983, Small growth was noted in the sale of U.S.
agricultural equipment within this subcategory of exports.

In January-September 1983, Eastern European purchases of U.S. crude
materials (SITC Section 2) increased $56.3 million, compared with those in
January-September 1982. Soybeans (SITC Section 2222) accounted for a
$39.6 million or 57.5-percent increase, and phosphatic fertilizers (SITC
Section 2713), for a $13.6 million or 90.6-percent increase,

Donations to Poland for relief or charity by individuals or private
organizations (Schedule B No. 818.3900) increased to $26.9 million in
January-September 1983, compared with $11.2 million in the corresponding
period of 1982. These donations amounted to $10.5 million in July-September
1983 (table B-25). .

Food and live animals

U.S. exports of food and live animals, while still remaining the dominant
item in total U.S. exports to NME's, significantly decreased in both value and
share in January-September 1983 compared with January-September 1982. Such
exports declined to $1.2 billion, representing 36.8 percent of total sales to
NME's, in January-September 1983 from their $2.9 billion level and
53.3 percent share during the corresponding period of 1982. The value of
these exports in July-September 1983 was 80.8 percent lower than in the
corresponding period of 1982,

Loss of revenue in food and live animal sales to NME's is attributed to
the precipitous decline in NME grain purchases, U.8. wheat sales to NME's
declined from $1.8 billion in January-September 1982 to $686.2 million in the
corresponding period of 1983, and from $326.0 million in July-September 1982
to $2.5 million during the period under review (table B-1). Sales of U.S.
corn to NME's decreased from $966.9 million in January-September 1982 to
$388.2 million in January-September 1983, and from $40.3 million in
July-September 1982 to $25.0 million during the period under review,
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U.S.S.R.—-As a result of no U,8. shipments of wheat or corn to the
Soviets during the period under review (table B-5), total U.S. sales of grain
to the Soviet Union in January-September 1983 remained at their January-June
level of 6.2 million metric tons. U.S. grain shipments to the Soviet Union
were $11 million during the third quarter of 1982 and $212 million during the
corresponding period of 1981. Generally, increasing Soviet grain production
and nongrain animal feed production, which decreased overall Soviet demand for
agricultural imports, have been cited as the explanation for the low level of
U.S. grain sales in the Soviet market in January-September 1983. 1/ 1In view"
of the new U.S.-Soviet long-term grain agreement, however, U.S. grain sales to
the Soviet Union are slated to increase. 2/ According to the U.S. Department
of Agriculture, the Soviets contracted in September 1983 for the purchase of
2.05 million metric tons of U.S. wheat, 2.48 million metric tons of corn and
0.4 million metric tons of soybeans, for delivery after the third quarter.

China.—-During the period under review there were no U.S, wheat or corn
shipments to China (table B-3). This left total U.S. wheat exports to China
in January-September 1983 at the January-June level of $183.6 million.
Similarly, U.S. corn shipments to China remained at the January-June levelof
$158.1 million. The decline in Chinese purchases of U.S. grain was caused by
a combination of strained commercial relations between the United States and
China at the end of 1982 and in early 1983, 3/ and the strong buyers' market
permitting the Chinese to diversify their sources of supply.

.

1/ The U.S. Department of Agriculture estimates that Soviet grain production
will reach 200 million metric tons during the 1983/84 crop year. This
represents a significant increase from the level of 180 million metric tons
estimated for 1982/83 and the level of 160 million tons for 1981/82.

According to the November 1983 issue of the monthly review East Europe
Agriculture, as a result of increased Soviet agricultural production, the
value of 1982 worldwide Soviet grain purchases declined by 13 percent, with
quantities dropping by 15 percent. Imports of wheat reportedly fell by

2 million to 3 million tons, and those of corn, by an estimated 5 million
tons. There were also important reductions in the importation of dairy
products by the Soviets. To the present, these trends have not been
accompanied by increased Soviet purchases of U.8., agricultural machinery.
Combined U.S. sales of agricultural machinery (SITC Section 721) and tractors
(SITC Section 722) to the Soviet Union in January-September 1983 were

$6.5 million, down from $39.0 million during the corresponding period of

1982. Since 1980, the highest level of sales in these two categories has been
$60.9 million, in 1981. However, the U,S. agro-exhibit, held by U.S.
producers of agricultural machinery in the Soviet Union in October 1983, does
hold the promise of increasing U.S. participation in the implementation of the
..Soviet Food Program.

2/ For a description of the new agreement, signed in August 1983, see 35th

Quarterly Report . . ., pp. 37,38.
3/ Ibid., pp. 11, 16, 17.
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Given the standing long-term grain agreement between the two countries,
.Chinese purchases of U.8. grain are expected to recover in the near future. 1/

Eastern Europe.--U.S. grain sales, particularly those of corn, also
suffered serious setbacks in Eastern Europe. U.S. corn sales to Eastern
Europe in January-September 1983 stood at $91.9 million, compared with $235.0
million in January-September 1982 (table B-7). U.S. wheat sales declined to
$6.1 million during the first three quarters of 1983 from $8.3 million during
the corresponding period of 1982. As an exception to this trend, Poland,
suffering from reduced deliveries of fertilizers and feedstuff shortages,
increased its importation of U.S. grain in January-September 1983. Polish
purchases of corn increased by $11.3 million, and those of wheat increased by
$6.1 million from January—September 1982 to the corresponding period of 1983.
Czechoslovakia, East Germany, Romania, and Hungary (a minor buyer) received no
shipments of U.S. corn during the period under review. From the first three
quarters of 1982 to the corresponding period of 1983, the reduction in U.S.
corn exports amounted to $76.1 million for East Germany, $30.8 million for
Czechoslovakia, $29.3 million for Romania. Wheat shipments to East Germany
dropped to zero in January-September 1983 from $8.3 million in the
corresponding period of 1982.

One of the major factors causing the drastic reduction in U.S. corn sales
to Eastern Europe was the exceptionally good grain harvest throughout the areas
in 1982, allowing for high initial stocks in 1983. 2/ Other factors behind
the decline of Eastern European purchases of U.S. grain were the region's
perennial shortage of hard currency and a stabilization or improvement in the
use of grain for feedstock. The particularly strong corn harvest in Romania
allowed for exportation to East Germany, where the substitution of Canadian
barley for corn as a feedstock reduced demand. In Czechoslovakia, as a result
of a planned reduction in livestock holdings, demand for corn feedstack was
reduced as well,

1/ According to the U.S. Department of Agriculture, Chinese officials
contracted for 1.17 m11110n metric tons of U.S. wheat for delivery during the
fourth quarter of 1983, and for an additional 450,000 metric tons to be
shipped during the first quarter of 1984. The long-term grain agreement calls
for a 6 million metric ton minimum purchase of U.S. grain per agreement year
by the Chinese. The total quantity of grain shipped to China or contracted-
for delivery this year amounts to 3.8 million metric tons.

2/ The U.S. Department of Agriculture estimates that Eastern European graln
production was 88.3 million metric tons in 1982, compared with 79.0 million.
tons in 1981. Corn production reached 24.7 million metric tons in 1982,
compared with 21.9 million tons in 1981. According to Wharton Econometric.
Forecasting Associates, in Poland, where gross output of crops fell by v
3.3 percent in 1982 compared with that in the previous year, the 21.2 m11110n
metric ton grain harvest represented a 7.3 percent growth over that in 1981.
See Wharton Econometric Forecasting Associates, Centrally Planned Economies
Outlook, September 1983.
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Crude materials

Exports to the NME's of crude materials (SITC Section 2) decreased by

35.3 percent from January-September 1982 to January-September 1983 (table 2).

China, traditionally paying the largest bill to U.S. crude material exporters,
yielded first place to Eastern Europe in January-September 1983. Chinese
purchases of U.S. crude materials declined by 58.9 percent from the first
three quarters of 1982 to the corresponding period of 1983, and Eastern
European purchases increased by 35.7 percent. Soviet purchases, after
reaching $214.2 million in January-September 1982, began to slacken in the
last quarter of 1982. 1In January-September 1983 their value sank to
$149.2 million. '

Oilseed products.--U.S. sales of soybeans (Schedule B No. 175.4100)
declined to $156.3 million in January-September 1983, or by 48.5 percent, from
$303.4 million in the corresponding period of 1982 (table B-1). For the fifth
consecutive quarter, there were no soybean deliveries to China during

- July-September 1983. The last shipments of U.S. soybeans to China, during the
first 6 months of 1982, were valued at $63.2 million. 1/ Exports to the
U.S.S.R., which amounted to $171.3 million in January-September 1982 declined
to $47.8 million in the corresponding period of 1983. Eastern Europe
increased its purchases from $68.9 million to $108.5 million; U.S. soybean
sales to Poland alone increased from $11.7 million to $42.2 million. Soybeans
became the leading U.S., commodity sold to Eastern Europe in January-September
1983, replacing corn, which was the leading item in January-September 1982.

Total NME purchases of soybean oil cake (Schedule B No. 184.5260)
declined from $82.4 million in the first three quarters of 1982 to $64.0
million during the corresponding period of 1983, By buying $18.1 million in
U.S. soybean 0il cake during the period under review, Hungary increased its
purchases of this product to $42.3 million in January-September 1983. 2/

Softwood logs.--Sales of Douglas-fir logs and timber (Schedule B
No. 200.3510) to China in January-September 1983 decreased to $112.8 million
from $128.5 million in January-September 1982 (table B-3). These sales
accounted for about 30 percent of total U.S. exports in this commodity and for
more than half the value of U.S. crude material shipments to China during the
first 9 months 1983. China's demand for U.S. softwood products seemed to be
threatened by Soviet competition as a result of the Chinese-Soviet logs and
lumber agreement signed earlier this year. The agreement calls for
$100 million per year in Chinese purchases of Soviet logs and lumber over a
5-year period. However, China's increasing demand for these products in
construction, reduced shipments from East Asia in the wake of efforts by the
countries of that region to utilize wood internally, and the high quality of
U.S. products explain continued strong Chinese demand for U.S. softwood logs.
Sales of Douglas-fir logs and timber in July-September 1983 increased by
67.6 percent over sales in the corresponding period of 1982. From the first
three quarters of 1982 to the corresponding period of 1983, the sale of spruce
logs (Schedule B No. 200.3508) to China increased by 14.3 percent, and the
sale of Western hemlock logs (Schedule B No. 200.3514) by 5.7 percent.

1/ For an explanation of this trend, see 35th Quarterly Report . . .,
pp. 11, 15. ‘

2/ Increased Hungarian imports of U.S. oilseed products are explained by
Hungary's efforts to boost its livestock and thereby its hard-currencyi®arning
meat production.
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Cotton.--The U.S.S.R., after importing 181,175 running bales of U.S.
cotton (Schedule B Nos. 300.1060 and 300.1550) during the second quarter of
1983 received 19,521 additional running bales of those commodities in the
period under review. Total U.S. shipments of cotton to the Soviet Union
amounted to $71.8 million in January-September 1983. 1/ China did not
purchase any cotton from the United States in July-September 1983. Successive
record crops since 1980, allowing for the accumulation of large stockpiles
despite the rapid expansion of the domestic textile industry, reduced Chinese
purchases of U.S. cotton from their $701 million peak in 1980 to their token
January-September 1983 level.

Manmade fibers.--Polyester fibers and acrylic and modacrylic fibers have
made up the bulk of U.S. fiber exports to China since Chinese purchases of
these commodities began on a massive scale in 1979. These purchases were
-sharply reduced in May 1982. 2/ Chinese purchases of U.S. polyester fibers
(Schedule B No. 309.4242) were practically eliminated in July-September 1983.
The decline from the 1981 peak of $281.8 million to less than $10 million in
January-September 1983 was caused by a temporary oversupply of fiber in China,
availability of lower-priced fiber from other Asian sources, and increased
Chinese fiber production capacity. Sales of U.S.-made acrylic fibers
(Schedule B No. 309.4245) to China dropped as well, from $12.7 million in
January-September to $9.8 million in January-September 1983, and from $5.1
million in the third quarter of 1982 to $1.1 million during the period under
‘review.

Eastern European purchases of cattle hides (Schedule B No. 120.1400) from
the United States increased to $50.4 million in January-September 1983 from
$43.2 million in January-September 1982. Sales to Eastern Europe in
July-September 1983 amounted to $23.1 million, compared with $9.5 million in
July-September 1982 (table B-7). Although there were no shipments of cattle
hides to Romania in July-September 1982, shipments during the period under
review reached $18.5 million. Increasing shoe manufacturing and exportation
for hard currency provide the explanation for the aggregate increase in East
European cattle hide imports from the United States.

Synthetic rubber (Schedule B No. 446.1561) purchases by China
($5.3 million) and by the Soviet Union ($7.0 million) in January-September
- 1983 were further noteworthy developments in U.S. crude material exports to
NME's

Machinery and transportation equipment

U.S. sales of machinery and transportation equipment (SITC Section 7)
increased to $516 million in January-September 1983 from $413 million in
January-September 1982. (Section 7 sales stood at $481 million in
January-September 1981.) As a result of this increase and the decline in
total NME purchases from the United States, the share of Section 7 sales in
total U.S. exports to NME's grew to 15.7 percent in January-September 1983
from 7.6 percent in January-September 1982 (table 2). Section 7 sales ranked
third among SITC categories of U.S. exports to NME's in January-September
1983. The $102 million net increase in the first 9 months of 1983 compared

1/ For an explanation of the unusually high Soviet cotton purchases in 1983,
see 35th Quarterly Report . . ., p. 15.

2/ For a review of U.S. manmade-fiber exports to Chlna, see 33d guarterlx
Report . . ., pp. 47 and 48.




21

with the corresponding period of 1982 was the result of expanded sales to
China and reduced sales to the Soviet Union and Eastern Europe.

Chinese purchases of U.S. machinery and transportation equipment
increased by $184.5 million, or 118.4 percent, from January-September 1982 to
the corresponding period of 1983; Soviet purchases declined by $68.4 million,
or 38.8 percent, and those of Eastern Europe, by 313 6 million, or
16.9 percent.

The value of Chinese purchases of Section 7 items during January-
September 1983, $340.4 million, was higher than their annual value in 1981 and
1982. 1In July-September 1983, Section 7 shipments to China amounted to $98.8
million, representing 63.2 percent of total NME purchases in this product
category (table 4). These exceeded the quarterly average value calculatedfor
1980-82 and the first half of 1983. Gradually improving commercial relations
between the United States and China after the first quarter of 1983 and a
healthy growth in China's industry this year explain the strong Chinese demand
for U.S. machinery and equipment. 1/ Although there were no spectacularly
large single shipments, such as the sale of airplanes in the second quarter of
1983, considerable advances in sales of a broad spectrum of commodities added
up to the significant increase in Section 7 sales reported in table A-2.
Increases in Section 7 sales from January-September 1982 to January-September
1983 were evident in all two-digit SITC categories. Automatic data processing
equipment (SITC Section 752) sales grew by 25.1 percent from January-September
1982 to January-September 1983. Exporters of computers and related equipment
appeared to be particularly successful in their sales to China during the
third quarter of 1983: about $4.4 million in digital central processing units
(Schedule B No. 676.2820) and $4.1 million worth in digital automatic data
processing machines (Schedule B No. 676.2700) were sold. Moreover, shipments
of drilling and boring machines (Schedule B No. 664.0508) amounted to
$6.8 million, and those of mobile cranes (Schedule B No. 692.1650), to
$5.2 million during the same period.

In contrast, Soviet purchases of Section 7 items declined over a wide
range of commodity categories. For example, sales of automatic data
processing equipment to the Soviet Union were practically eliminated in
January-September 1983. Some Section 7 exports to NME's for which the
U.S.S.R. was the major customer declined substantially from January-September
1982 to January-September 1983 (table 5). Exports of tracklaying tractors
(Schedule B No. 692.3160) declined by 89.3 percent to $3.6 million. Sales of
excavating-machinery-related equipment (Schedule B No. 664,0577) and dozer
attachments (Schedule B No. 664.0572) to NME's, with the Soviets as major
customers, declined by 90.7 and 88.1 percent, respectively, from the first
three quarters of 1982 to the corresponding period of 1983. The only Section
7 item among the top 20 U.S. export items for which NME's collectively
accounted for the largest market share in 1983, with the U.S.S.R. as the major
customer, was metal-finishing machine tools (Schedule B No., 674.3528)

(table 6). NME's accounted for 11.7 percent of such exports in
January-September 1982, compared with 40.9 percent in January-September 1983.

1/ According to Wharton Econometric Forecasting Associates, industrial
growth in the first 6 months of 1983 was 8.8 percent over the same period of
1982. Heavy industry reportedly grew by 12.2 percent, and light industry by
5.4 percent. See Wharton Econometric Forecasting Associates, Centrally
Planned Economies Qutlook, September 1983.
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The general decline in purchases of U.S.-made Section 7 products by
Eastern Europe, evident since 1980, continued during the first three quarters
of 1983. Some notable exceptions to this trend were the purchase by East
Germany of parts of assembly machines for electric filaments and discharge
lamps (Schedule B No. 678.3240) valued at $11.3 million, and the purchase by
Hungary of oil and gas field wire line (Schedule B No. 678.5002) valued at
$5.4 million.

Chemicals

Totsl sales of chemicals (SITC Section 5) to NME's declined from
$628 million in January-September 1982 to $467 million in January-September
1983. Among all export categories, the relative share of SITC Section 5 sales
to NME's increased from 11.6 percent in January-September 1982 to 14.2 percent
in January-September 1983 (table 2). SITC Section 5 shipments were the fourth
largest category among U.S. exports to NME's during the first three quarters
of 1983. Of total exports from the United States in January-September 1983,
exports of chemicals to China represented 17.9 percent; those to the Soviet
Uriion, 14.7 percent; and those to Eastern Europe, 5.7 percent. SITC Section 5
exports to China declined 30.2 percent from January-September 1982 to
January-September 1983, those to the Soviet Union declined by 8.2 percent, and
those to Eastern Europe declined by 48.4 percent. The overall 25.7-percent
decline in SITC Section 5 sales to NME's from January-September 1982 to
January-September 1983 was caused primarily by a massive decline in China's
purchases of U.S.-made plastics resins (Schedule B Nos. 444.1610, 444.1620,
and 444.1700), and by a lower but still significant decline in its purchases
of U.S. catalyst preparations (Schedule B No. 433.1035) and urea (Schedule B
No. 480.3000). A decline in the same period in exports of superphosphoric
acid (Schedule B N0.480.7025) to the U.S.S.R. and concentrated superphosphate
(Schedule B No.480.7050) to Eastern Europe also contributed to the decline.
Increases in China's purchases of U.S.-made fertilizers and insecticides,
however, mitigated the loss of U.S. export revenues (table 5).

U.S. exports of low- and medium-density polyethylene resins (Schedule B
No. 444.1610) to China dropped to $9.2 million in January-September 1983 from
$59.0 million in January-September 1982. China's purchases of U.S.
high-density polyethylene resins (Schedule B No. 444.1620) declined to
$27.2 million from $35.9 million, and those of polypropylene resins (Schedule
B No. 444.1700), from $63.4 million to $19.1 million. Sales of all these
goods were lower in July-September 1983 than in the corresponding period of
1982. Chinese purchases of urea declined from $36.9 million in the first
three quarters of 1982 to $18.9 million in the corresponding period of 1983.
U.S. sales of urea to China during July-September 1983 were 23.9 percent below
those in July-September 1982.
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U.S. exports of fertilizers (Schedule B No. 480) to China increased from
$101.0 million in January-September 1982 to $121.5 million in
January-September 1983. The largest sales occurred in diammonium phosphate
fertilizers (Schedule B No. 480,8005), Shipments of this product to China
totaled $70.6 million in January-September 1983, compared with $60.9 million
in January-September 1982. Sales of this product in July-September 1983 were
10.1 percent higher than in the corresponding period of 1982, (table B-3).
Concentrated superphosphate sales to China increased from $3.2 million in
January-September 1982 to $32.0 million in January-September 1983. Shipments.
in July-September 1983 were $9.1 million, compared with $3.2 million in
July-September 1982. The share of total U.S. superphosphate exports accounted
for by NME's, with China as the main customer, increased to 38.9 percent in
January-September 1983 from 25.6 percent in January-September 1982 (table 6).

Mainly as a result of increased purchases by China, the sale of synthetic
organic pesticides (Schedule B No. 486) to NME's increased by 163.1 percent
from January-September 1982 to the corresponding period of 1983. Exports to
China increased from $5.7 million to $24.6 million. The increase in Chinese
purchases of organophosphorus-containing insecticide preparations (Schedule B
No. 486.6600) was particularly impressive (table 5).

Superphosphoric acid valued at $65.2 million was the largest single U.S.
export item sold to the U.S.S.R. in July-September 1983 and the second largest
after wheat in January-September 1983 (table B-5). Soviet purchases in
July-September 1983 exceeded those in July-September 1982 by 8.3 percent. The
Soviet Union, accounting for 89.1 percent of worldwide U.S. sales in
January-September 1983, is the major buyer of this product (table 6).

Superphosphoric acid is sold to the Soviet Union under the largest
existing countertrade (counterpurchase) agreement in East-West trade. The
20-year agreement was concluded between Occidental Petroleum Corp. of
California and the Soviet Government in 1973. 1/ Although trade under the
agreement recovered after the 15-month embargo imposed on this product was
lifted in April 1981, the Soviets have sought complementary sources of supply.

Exports of the most significant Section 5 item, concentrated
superphosphate--shipped to Eastern Europe--declined to $16.4 million in
January-September 1983 from $27.1 million in January-September 1982. 1In the
general category of fertilizers, sales to Poland, Hungary, Bulgaria, and East
Germany declined and those to Romania and Czechoslovakia increased from
January-September 1982 to January-September 1983.

Other export developments

At $206 million, U.S. exports of miscellaneous manufactured articles
(SITC Section 8) to NME's in January-September 1983 exceeded the value of
annual sales in this category for calendar years 1980, 1981, and 1982.
Section 8 sales were $128 million in January-September 1982. From the first
three quarters of 1982 to the corresponding period of 1983, Chinese purchases
of these articles from the United States increased by 116.9 percent, Soviet

purchases rose by 45.3 percent, and Eastern European purchases declined by
25.4 percent.

1/ See 33d Quarterly Report . . ., pp. 66, 67 and 73.

24



jo anjep pajunodde sjsodxa

Tejyoy j0 aueyg

el
& IS\
*®34BUWOY) 0 jFuswjuedaq ‘S| BY} O SILIISLFEIS [ELDL$30 wos) pBIEdwO) :834Nn0G
‘arqey
Siy}. ut papnioul aue ggg) Jaquajdag-Asenuer Ul $340dX3 0 {YILOM ,SJETTOP UOLITTIW | }SEI] 3} JOJ pajUNCITE Yoilym swalxt Ajug /]
£HELS 6° 8¢ 9°62 m..n!...!iu..ucm:o m1.31n!.unna.:.|||unnuuun!..i..:nnnnnnnnmwwncumo:nganan pajedzuasuo) 0602°08%
620t : }°6¢€ : §°G tommm e ePURTOY e - - = —SPO00} }SEj)}EBUQ }dBOXD ‘S3EQ : 0092 I}
L1€1L 2 : 8709 : 1768 tommmmm e OP e e e e = (£ - 01D ‘O1[D2A0® ‘sBUNIXLW uljjeded PIJEULIOTY) : G201 "EEY
HGH‘Yy : 6°0% s Lo tommeeeenY°G°6°l t~———~--sbButoej 40 STO4FUOD TEILJBWNU YJIM ‘YoED QG°Z2S ISEDT 3E T

: s : : ‘Mau ‘rejaw Butysiuty asimuayzo 4o butuuanqep 403} STO00} dBULYIEY : 26E°HL9
26%°L : 9°4h : 0 e e cBULY) tecmcccm e cccmeeeeemn}*d s °u ‘BuljsiSau jEBY puUP SSBTULELS : '

t 2 : : ‘40j848Yy3} S)ueTq pue saqny pue adid [a8a3s 4O uoJdl ACTTY : 059%°019
6L6°€) t 979 : 8°6 R e L e D b et ittt LB £ L1 SEER L NN TN
£€99°L t b LYy b tmmmme e e OP e e mm e mm e —mmmm e e e == §BU (YOBW Bul)JSOM_SSETH : GGOE BLY
5y2‘2 : 9°Lb : 0° o BULYY) fmemc e e e ~_weBd4 J43d Spunod 2¢ 4®A0 JOU 3nQq Spunod gy :

: : : . : 489A0 Buiybrem <‘uaded Huiberyoed pue buiddeuam wnipaw Buijebnuauso) : 0£29°262
181 ‘06 : €769 : £°9¢ tommmmeee=¥ 6 G fl t=——m—mmm——m—ee—---Bui)joeq oi13sejd e Buiaey Bde} BAL}ISUBS-_BUNSSAUY : Q1G5 06L
96G‘1 t 769 s 0° fmm e e e O e e e m s~ ——PB 1 $ L FUBOUN  ‘SPABS EJTeITY : (25092}
916‘6¢ : H°¢€S t 1°2% trmmmeeee-PUBTO :o—domemeeee—————A}1JBYD JO 4BLTBJ JO} pPAIEUOP ‘°S° D U ‘SIONPOJY : 006E°8I8
65611 t 6°6§ : £°96 tommm e e ¥ 6 6l fmmm e —_-ST 10 JBWJOjsueJ4} JO Buije[nsSul : GGGHGLY
0L0°) : 272§ : 8 fomcmee e e e eBUIY) tmmcece—eemen--yO®d ((G‘Z$ }SEOT € pAN[EA ‘MBU ‘SBULYyOIEW Butriw

: : : :+ pue Buirrtdp ‘Guiuaoq uotjeurquod adA} Brqex BIpulds [ERUOZLUIOH : GH2E°'HL9
9LE“1 : LS : 0 tommmmee =Y G G ] tmmmm e e e === =§)D 1 JUQ BWOJYY) : (0IC LES
96£°‘SE : 2799 :t Hhhe tmmmmmeeeePURTOG mm—memmemmce e ee————JEppaYy) }dB3Xx3 ‘sasaayd a3dA}-uediussuwy : (028 L1}
8681 L B ¥ 4 : €718 tmm——-————-BUIY) :----31TdS FOU ‘BNTQ }BM ‘3SNJID pue ‘3assnd ‘ybnod ‘JByjed] BULAOF : GI1G0°12I
G82°L1L s L°€L : 0° t=——AUBUUBY IS®F e -62QN} 2tJ3}DB[® pue sdue] 8bueyosip s

: : : : pue juaweyiil ot43oard Bulfquasse J4o0j sadulydew 40  S}ded : 0H2E°8L9
606°‘2 : 8°§€4 : 6741 tmmmm e e BULY) fm -3 *d "8 "U ‘yOE® (G ‘2§ ISEDT 3B :

: : : : pantea ‘mau ‘sautydew BuiTiiw pue ¢‘Burfridp ¢‘Butaoq uorjeULqWO) : 6H2E°HL9
2E9HG1L : 1768 : 0°26 temeeeee¥ 66 ) tmmmmmmmee e e e e mm e mec e me e ——.-SjUB[EALND3 BpiXojuad :

: : : : snJoydsoyd afqerieae asow 40 juadduad 9 ‘pioe dtaoydsoyd : G202°08Y
vee‘e s L768 : 0° t==—AURUUBY FE€F oo e e —— e ———=-8AY 1 0009°0€¢

SIETTop : mmmmeeeFUBDIDJommmmmm i : :
0001 : : : :
£961 : £861  : 2861 : :
Jaquajdeg : ‘dag--uep : °‘dag-‘uepr ; : H
~-Asenuep : : ) : : :+  Jequnu
Ut S,JWN TI® : . : Jawo3zsnd : A} 1pouwo) s d
03} sjdJodxa SJWN Aq a04 : IuN Joley : : ®Inpayag

/T €861 4oquajzdag-Auenuepr pue 2g6; 4oquajdag-Asenuep ‘sasqunu g BTNPBYDG AQ ‘Cg6) Ul BdueYys jJBN}IEW
3sabuel 8y3 404 pajunoase ATaAL}IBTTO0D (S,JWN) SB1J3UNOCD AWOuodd® FBRJEBWUOU BYYF YIIyM J0j) SwWd}L jJ0dxa ‘g 02--°"9 ®fqey



26

Much of the increase in exports of these products to the NME's is
attributed to stepped-up Chinese purchases of U.S.-made measuring, checking,
and analyzing equipment (SITC Section 874). U.S. sales to China in this
category amounted to $102.4 million in January-September 1983, compared with
only $45.0 million in January-September 1982. The leading commodities shipped
to China in July-September 1983 were geophysical instruments and apparatus
(Schedule B No. 710.2820) valued at $8.5 million. Chinese purchases of this
commodity reached $22.4 million in January-September 1983, compared with
$11.3 million in January-September 1982. Exports of chemical analysis
equipment (Schedule B No. 711.8710) amounted to $5.7 million in July-September
1983. Sales of this product to China in January-September 1983 totaled
$19.1 million compared with $7.4 million in January-September 1982. The top
Section 8 item purchased from the United States by the U.S.S.R. during the
period under review was pressure sensitive tape (Schedule B No. 790.5510),
purchases of which amounted to $23.2 million. Total Soviet imports of this
product from the United States stood at $49.3 million in January-September
1983, compared with $25.9 million in January-September 1982. The largest
Section 8 item shipped to Eastern Europe in January-September 1983 was
privately donated apparel (Schedule B No. 818.3400), which went primarily to
Poland. These shipments were valued at $3.6 million during the period;
shipments in July-September 1983 were $1.0 million.

U.S. sales of manufactured goods classified by chief material (SITC
Section 6) to the NME's declined by 33.9 percent from January-September 1982
to January-September 1983. China's purchases of these commodities declined by
40.2 percent, and the much smaller value of Soviet purchases increased by
16.3 percent.

The commodity subgroups which accounted for the bulk of the decline in
Section 6 sales to China were textile yarns (SITC Section 651) and leather
(SITC Section 611). U.S. textile yarn exports to China fell from
$116.6 million in January-September 1982 to $11.2 million in January- September
1983. Leather exports declined from $55.7 million to $20.7 million. A
compensating factor was Chinese purchases of U.S. nonalloyed, unwrought
aluminum (Schedule B No. 618.0300). U.S. sales of this product to China
leaped from zero sales in January-September 1982 to $40.7 million in
January-September 1983. July-September 1983 sales were $35.7 million.
Previous Chinese purchases of U.S. aluminum (SITC Section 684) totaled
$15.2 million in 1980, $8.3 million in 1981, and less than $250,000 in 1982.
Soviet purchases of U.S. silver bullion (Schedule B No. 605.2040) increased to
$3.5 million in January-September 1983. There were no such Soviet purchases
in 1981 or 1982. '

U.S. Imports From the NME's

The value of quarterly U.S. imports from the NME's exceeded $1 billion
for the first time in July-September 1983 (table 7). At $1,019.1 million,
U.S. imports from the NME's during that quarter were 3.3 percent higher than
those in July-September 1982, previously the highest quarterly figure
recorded. Such imports in the third quarter of 1983 exceeded by 23.5 percent
their average level in the first two quarters of 1983. They totaled
$2.7 billion in January-September 1983, representing an increase of
5.4 percent over imports in January-September 1982. The increasing trend is
illustrated by figure 3. China, despite a decrease in the value of its

26



27

27

‘woJemwe) 30 juswjsedsq ‘S ) BY} JO SIS }EIS wu_uwwwo wouy payidwo) ;®34n0g
‘uMOYys SJe30} By} 03 ppe jou Aew sa.4n utpunod jo asnesag---830)
4 3

] : 3 : s t
850°610°% : - ¢ L6662y ¢ ¢ : ‘9 1 - : Mh— LRt ettt el Ak 1 |
I TY &) T - : t t T - T g bd T X Ll €]
: s 1 : : s ¢ BJ8YMBS[® JOU SUOL}IESUERL} pue GB L} ipowwo) ¢
010°LLs - : LSS ‘1 LLS'Ls t 8%0°01 : - : $-—~—-=~--S8[J{}.1€ PAINJOEINUEBK SNOBUETTBIELIY "8
8G6°€H T - s 189 Tt 0%%°01 t 6L2°Y t - t - t-----=jusudinbs uajjejdodsuesy pue Asaujyoey -y
cYE‘691 - s 9%0°2t 1 280°91 t $66°‘9 : - L ' R . S Det. Sty
s 3 ) s 3 : 3 J81Yy2d Aq po}isse[d spoob peunjoejnuey -9
1280t 1 - : b%0‘ce -1 G6lL’‘s T 99t‘2 :t - 1 - t —m—escsmscoe————————-S[EDUWAY) °G
ct9 : - LI ) Sy~ 1 - 1 - . T - ulullllnulc—anwoma> pue Jewjue-_sjej pue sSyig Y
088°LYe : - : £92°6Y s 0LG°26 s, - : - ; t - e mmmma—a—-=2}8 ‘SjuURILUQN] ‘S]BN} JEJBULY "¢
ciL6e 3 - s 0§2°€ .3 69 1 68 t - : 891 $------TO®n3} jdBOX® ‘BlqipPaU|--S]ellajew BPNI) -2
691 ‘21 3 - s L£2°S RN T4 s 61 1 - LI t=————m—emeee—eeoe——--—-032eq0} pue sabeasnag -|
162°99 s - s 188°L ‘4 SIS t 069°6) s - - tm———m—m——————————————--GEUWlUe BAL] pue pooj °Q
: : 3 3 : : 3
3 : 1 t 3 3 :
s : 3 t H essoy H 3
1ejoy T weujladLA 1 “Y°S°S°fi: ejuewoy puejoqd «sﬂz s ejjobuoy
: 3 3 t $ - ] t
3 : 3 1 t : :
08L‘8¢E 3 3_GYE Yl S = : : 881 ¢ mpo ~\mmouo~ 1 868°% : ————- —mems—me—sso——~-T€30}
£ $ s A= t &5%2°¢ t § 1 - R SR 0 8 Sl
: s K 3 : : : : BJOYMBS[8 JOuU SUOi}OoEesUEL]} pue 3L} Ipouwwo) ¢
GEE‘YL : e9£°Y s wom s - 1 GGE°L0S : S0Y - te=e—==~--SBTJ{}JE pBJINJIEjNUEW SNOBUBTTBISIY @
281 ‘01 t $20°S .t 286°) : - T L8LCLL t b2 L t=-----jusudinba uojjejlodsuesy pue Asautyoey -y
926t : Y219 t 2089 - t 949°C6 £ 089} R T ey, S Sebi. Sy
: s A : 3 : : 4814 Aq poijissefd spoob paunjoejnuey g
1622 el t ££€ 1o t L9962 t 261 - . e —mm—ce e e m - -~ S [ED LUWAY) "G
- T - T - - : 2€9 : - 1 - t~m—ee-=—--b]qejabea pue jewjue-_sjej pue sS[0 b
- s 08¢ T - it - 1 999°S01 t - 2 lemmmm—————e---23}8 ‘EjuUEItaqN] ‘STBN} [EJDBUI °¢
96L s be 3 £08 - t 6L6°S2 L s 92y - t------T0N3 jdBIXB ‘BIqipPaU|--S[E{IBIEW BPAI) ‘g
91 € + 6§ t 6L2 - s 1901 :t 069°9 - tmmmmmeeee—emeeloeeo----032€qo0} pue sabesdnag -}
06%‘9 192 : L6 - : 09992 ‘s 619 1 - t - -—— -S[ewjue BAYT pue pooj g
: : 3 s 1 3
: 1 ] : 1 : 1
: Auewaseg : e)yeaofs.: : 3 3 :
Aaebuny ise3 . -oyaez) - eqny 1 euly) + egaebing ; ejueqiy uaj3}adg J11s
: 3 : : 3 3 ]

(SJETTOp Jo spuesnoy} UY)
£961 Jequazdeg-A[np ‘Suojjaoeg 911§ AQ ‘S8}143uUN0D AWOUODB FBYJIEWUOU BY} WOJS SJoduy ‘§°(--"L BIqe}



28

shipments to the United States during the first three quarters of 1983
compared with the value in the corresponding period of 1982, retained its
dominant place among the NME suppliers in January-September 1983 (fig. 4).

The $137.8 million increase in NME sales to the United States from
January-September 1982 to January-September 1983 was the net result of a
$66.1 million decrease in the combined sales of crude materials (SITC Section
2), oils and fats (SITC Section 4), machinery and transportation equipment
(SITC Section 7), and commodities and transactions not elsewhere classified
(SITC Section 9), and a $204.0 million increase in the combined sales of the
rest of the SITC one-digit categories (table A-1). Of the total $204.0 million
increase in NME sales to the United States in SITC Sections 0, 1, 3, 5, 6, and
8 from January-September 1982 to January-September 1983, the increase in
imports of miscellaneous manufactured articles (SITC Section 8) accounted for
66.1 percent, the increase in imports of food and live animals (SITC Section
0), for 14.0 percent, and the increase in exports of chemicals (SITC Section
5), for 9.5 percent. The decrease in imports of machinery and transportation
equipment (SITC Section 7) accounted for 57.4 percent and that in imports of
crude materials (SITC Section 2) accounted for 36.0 percent of the total $66.1
million decrease in NME sales to the United States in the indicated categories.

U.S. imports from China declined $20.1 million from January-September
1982 to January-September 1983 (table 8). U.S. purchases of mineral fuels and
lubricants (SITC Section 3) from China declined by $123.7 million, and those
of crude materials (SITC Section 2), by $22.9 million. A further decline of
$13.7 million in U.S. purchases from China occurred in manufactured goods
classified by chief material (SITC Section 6); U.S. purchases of Chinese
chemicals (SITC Section 5) declined by $6.1 million, and those of food and
live animals (SITC Section 0) decreased by $5.8 million. However, a $151.2
million increase in sales of miscellaneous manufactured articles (SITC Section
8) by China to the United States was registered from January-September 1982 to
the corresponding period of 1983. There were increases from the first 9
months of 1982 to the corresponding period of 1983 in several major categories
of Chinese textile sales to the United States. U.S. purchases of Chinese
crude petroleum (TSUSA items 475.0510 and 475.1010) showed a strong decline
from January-September 1982 to January-September 1983. Chinese sales of
cotton towels (TSUSA item 366.2460) to the United States also decreased. U.S.
purchases of Chinese mushrooms (TSUSA items 144.2053 and 922,5653) increased
from $12.7 million to $15.9 million.

U.S. imports from Eastern Europe increased by $85.9 million from
January-September 1982 to the corresponding period of 1983 (table A-4).
Eastern European sales of mineral fuels (SITC Secticn 3) increased by
$87.9 million. Much of the increase is accounted for by the 107.8 percent
increase in U.S. purchases of Romanian gasoline (TSUSA item 475.2520) from
January-September 1982 to the corresponding period of 1983. U.S. imports of
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Eastern European food and live animal products (SITC Section 0) increased by
$28.8 million, and those of chemicals (SITC Section 5) by $14.8 million. NME
'sales of machinery and transportation equipment (SITC Section 7) to the United

States decreased by $36.8 million, and those of miscellaneous manufactured
articles (SITC Section 8), primarily furniture, footwear, and textile
commodities, decreased by $10.6 million from January-September 1982 to the
corresponding period of 1983.

v U.S. purchases of Soviet goods increased by $73.1 million from
January-September 1982 to the corresponding period of 1983 (tsble A-3). The
largest increase occurred in mineral fuels and lubricants. In January-
September 1983, Soviet sales of Section 3 products exceeded those in
January-September 1982 by $39.5 million. Sharply increased sales of Soviet
refined petroleum products (SITC Section 334), largely light fuel oils (TSUSA
item 475.1015), during the first three quarters of 1983 accounted for this
increase.

Miscellaneous manufactured articles

U.S. imports of miscellaneous manufactured articles (SITC Section 8) from
NME's increased both in value and in share in the first 9 months of 1983,
From January-September 1982 to January-September 1983, total U.S. Section 8
purchases from NME's grew by 16.5 percent, and the share of these imports
increased from 32.2 percent to 35.6 percent. Imports from China accounted for
82.5 percent of these imports in January-September 1983.

Imports from China in the combined subcategories of women's, girls', and
infants' and men's and boys' outer textile garments (SITC Sections 843 and
842) represented 40.8 percent of total SITC Section 8 sales by NME's in
January-September 1983. Despite the quotas imposed on Chinese textile sales
in the United States in January 1983, these sales increased in both of the
above subcategories during the first three quarters of 1983. 1/ U.S. imports
of Chinese womens', girls', and infants' outer textile garments rose
48.9 percent from 1981 to 1982 and 30.1 percent from January-September 1982 to
January-September 1983. Imports of men's and boys' outer textile garments
from China grew 77.5 percent from 1981 to 1982 and 67.3 percent from January-
September 1982 to January-September 1983.

Chinese shipments of undergarments (SITC Section 844) and in knitted and
crocheted garments (SITC Section 845). Chinese shipments in the former
category increased 34.6 percent from 1981 to 1982, but only 5.8 percent from
the first three quarters of 1982 to the corresponding period of 1983. Chinese
sales in the latter category grew 63.3 percent from 1981 to 1982, but only
6.5 percent from January-September 1982 to January-September 1983.

1/ See the section on quota limits and growth rates of Chinese textile sales
in the United States later in this report.

31



32

For some specific textile commodities the growth of U.S. imports from
NME's, with China as the major NME supplier, was substantial (table 9).
However, a considerable decline was registered in what had been the largest
U.S. apparel import item from China, women's corduroy cotton coats (TSUSA item
383.3448). Chinese sales in this commodity amounted to $18.4 million in
January-September 1982, but decreased to $14.2 million in January-September
1983. Sales during July-September 1983 amounted to $5.0 million, compared
with $11.5 million during the third quarter of 1982. Except in footwear (SITC
Section 85), U.S. imports from China increased in every two-digit SITC Section
8 category from January-September 1982 to January-September 1983.

U.S. imports of textiles from the NME's of which China was the major
supplier, are shown in greater detail in table 10.

Eastern European SITC Section 8 sales to the United States declined from
$175.3 million in January-September 1982 to $164.7 million in
January-September 1983. Goods from Romania accounted for about 55 percent of
these sales in both periods. Hungary, the second largest NME supplier of SITC
Section 8 items to the United States in January-September 1983, accounted for
19.0 percent, and Poland occupied third place with 14.2 percent. Hungarian
SITC Section 8 sales to the United States increased by 30.7 percent from
January-September 1982 to the corresponding period of 1983, Polish sales in
this category declined by 39.0 percent, and Romanian sales, by 5.9 percent.

The largest item in Romanian SITC Section 8 sales to the United States
was wood furniture (TSUSA item 727.3540), with a value of $11.0 million. The
second largest was women's footwear, of leather, cement soles (TSUSA item
700.4540), at $7.5 million. All eight SITC section 8 items among the top 20
items imported into the United States from Romania were furniture, footwear,
and textile products (table B-28). Imports from Hungary and Poland in SITC
Section 8 were also dominated by these products (tables B-20, B-26). Among
such imports from Hungary, women's footwear,. of leather, cement soles was the
largest item, with U.S. purchases totaling $7.9 million in January-September
1983. Men's wool suits (TSUSA item 379.8355) were Poland's best selling SITC
Section 8 item in the United States, with sales totaling $4.0 million during
the same period.

SITC Section 8 imports from the Soviet Union were worth less than
$2.2 million in January-September 1983. During the corresponding period of
1982, metal coins (TSUSA item 653.2200) worth $6.1 million were the leading
SITC Section 8 commodity imported from the Soviet Union. 1/

Mineral fuels and lubricants

Increasing less than 1 percentage point from January-September 1982 to
January-September 1983, imports of mineral fuels and lubricants (SITC Section
3) ranked second among U.S. imports from the NME's in both periods. Their
share of U.S. imports from the NME's was 20.3 percent in January-September
1983, approximating the 22.6-percent share of U.S. SITC Section 3 purchases
from all sources.

1/ For a brief discussion on U.S. metal coin imports from the Soviet Union,
see 33d Quarterly Report . . ., p. 74,
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At $251.9 million, gasoline (TSUSA item 475.2520) remained by far the
largest single item imported from China in January-September 1983. Such
purchases amounted to $80.9 million in July-September 1983 (table B-4).
Although this represents a 20.4 percent decline from July-September 1982
purchases, gasoline imports from China increased by 1.3 percent in
January-September 1983 compared with those in January-September 1982.

The decline in world oil prices significantly reduced China's export
earnings from petroleum products in 1983. For example, the average price of
Chinese gasoline sold to the United States was $29 per barrel in
January-September 1983; the average price on the world market was $34 per
barrel during the same period. Despite a decline in unit value, however,
naphthas (TSUSA item 475.3500) were China's second top earner of U.S. dollars
in January-September 1983. U.S.- purchases of these products amounted to
$42.0 million in January-September 1983, the same as in January-September
1982. The importation of crude petroleum, shale oil (TSUSA item 475.1010)
dropped precipitously to $10.1 million in January-September 1983 from
$128.6 million in January-September 1982.

Sales of Romanian gasoline (TSUSA item 475.2520) to the United States
increased sharply from $69.8 million in January-September 1982 to
$145.2 million in January-September 1983. U.S. purchases amounted to
$51.3 million in July-September 1983, compared with $19.2 million in the third
quarter of 1982, In January-September 1983 the value of imports of refined
petroleum product (SITC Section 334) from Romania was higher than the annual
value of these imports from Romania in any of the 3 years 1980-82. The price
that the United States paid for Romanian gasoline was roughly equivalent to
the world price level in January-August 1983. Although there were no sales of
Romanian light fuel oils (TSUSA item 475.1015) to the United States in
January-September 1982 and during the first half of 1983, U.S. purchases in
July-September 1983 amounted to $28.2 million (table B-28). Similarly, there
were no sales of Romanian crude petroleum (TSUSA item 475.0535) in
January-September 1982 and during the first half of 1983, but imports of this
product from Romania reached $10.1 million in July-September 1983.

Imports of refined petroleum products (SITC Section 334) from the Soviet
Union increased from $10.4 million in January-September 1982 to $49.8 million
in January-September 1983. U.S. purchases of Soviet refined products amounted
to $11.2 million in 1980 and to $106.8 million in 1981. Light fuel oil made
up the bulk of U.S. imports of Soviet refined products in January-September
1983. After no U.S. purchases of the product from the Soviets in
January-September 1982 and during the first half of 1983, U.S. purchases
amounted to $42.7 million in July-September 1983 (table B-6). There was no
gasoline (TSUSA item 475.2520) imported from the Soviet Union in
January-September 1983,

Manufactured goods classified by chief material

U.S. purchases of products classified in SITC Section 6 from NME's showed
a minor increase from $457 million in January-September 1982 to $459 million
in January-September 1983 (table 11). About 61.4 percent of such imports came
from China in January-September 1983, 23.6 percent came from Eastern Europe,
and 15.0 percent, from the Soviet Union.
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Among Chinese sales to the United States in this category, wool floor
coverings (TSUSA item 360.1515) were the most significant item in
January-September 1983. U.S. purchases of what are essentially wool oriental
rugs from China increased to $35.4 million during this period from
$30.1 million in Jenuary-September 1982. Imports in July-September 1983
increased to $11.0 million from $8.7 million in July-September 1982. Although
U.S. imports of Chinese tin (TSUSA item 622.0200) valued at $31.4 million
represented the largest Section 6 item purchased by the United States from the
NME's in January-September 1982, such declined to $20.6 million in .
January-September 1983. Purchases in the third quarter of 1983 dropped to
$3.7 million from $5.7 million in the third quarter of 1982. Chinese sales of
cotton towels (TSUSA item 366.2460) declined to $7.4 million in
January-September 1983 from $11.5 million in January-September 1982. Sales in
July-September 1983 were only $1.3 million, compared with $1.8 million in the
corresponding period of 1982. 1/

There was also a major decline in U.S. woven fabric (TSUSA item 326.3092)
imports from China. Although imports of this product in January-September
1982 amounted to $13.3 million, sales in January-September 1983, with no U.S,
purchases during the period under review, barely reached $0.5 million.

Rubber products were Eastern Europe's best selling commodities in the
United States during the first three quarters of 1983. Eastern European sales
increased from $10.3 million in January-September 1982 to $22.6 million in
January-September 1983. Sales in July-September 1983 amounted to
$7.5 million, compared with $3.5 million in January-September 1982. East
Germany, Czechoslovakia and Hungary were the most significant exporters of
these products among the six countries. Sales of rubber products to the
United States by East Germany increased from $5.8 million in January-September
1982 to $11.6 million in January-September 1983; those of Czechoslovakia, from
$1.3 million to $6.4 million; and those by Hungary, from $2.7 million to
$3.7 million. Pneumatic tires (TSUSA items 772.5136 and 772.5109) were the
best selling items among Eastern Europe's total exports of rubber products to
the United States during the first three quarters of 1983,

In January-September 1983, Eastern European sales of woven fabric (TSUSA
item 335.9500), the region's top selling Section 6 item to the United States
during the first three quarters of 1982, declined to $4.2 million. Many of
Eastern European sales of this commodity to the United States originate from
Poland. Polish woven fabric exports declined to $2.2 miliion in
January-September 1983 from $6.6 million in January-September 1982. Such
exports dropped to $0.6 million in July-September 1983 from $2.6 million in
July-September 1982. However, steel imports from Pcland increased in various
product lines from January-September 1982 to the corresponding period of
1983. For example, although there were no Polish steel wire rod (TSUSA item
607.1700) sales to the United States in January-September 1982, sales of this
commodity amounted to $3.7 million in January-September 1983. Imports of wire

1/ For more on Chinese cotton towel exports to the United States, see the
section on textiles from China later in this report.
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rod from Poland were among the U.S. import items from NME's which changed
substantially from January-September 1982 to January-September 1983. 1/ After
importing $5.0 million in Czech o0il well casing pipes (TSUSA item 610.3920) in
January-September 1982, the United States did not buy any of this commodity
from Czechoslovakia in January-September 1983.

At $32.6 million, sales of palladium (TSUSA item 605.0260) represented
the largest Soviet Section 6 export to the United States in January-September
1983. U.S. imports of Soviet palladium amounted to $18.3 million in
January-September 1982. Sales in July-September 1983 climbed to $15.5 million
from $4.7 million in July-September 1982. Soviet sales of unwrought nickel
(TSUSA item 620.0300) to the United States increased to $12.9 million in
January-September 1983 from $10,1 million in January-September 1982. Imports
of unwrought nickel from the Soviet Union in July-September 1983 amounted to
$8.2 million, compared with $1.3 million in July-September 1982. 2/

Chemicals

U.S. imports of chemical products (SITC Section 5) from the NME's
amounted to $235 million in January-September 1983, representing an increase
of 9.0 percent over those in January-September 1982. SITC Section 5 imports
from the Soviet Union totaled $99.3 million during January-September 1983,
increasing 12.2 percent over imports in January-September 1982. Soviet SITC.
Section 5 sales to the United States represented 42.2 percent of all such
imports from NME's. Imports from China, although still accounting for
41.7 percent of U.S. Section 5 imports from all NME's in January-September -
1983, registered a 5.9-percent decline during this period compared with the
corresponding period of 1982. 'U.S. purchases from China in this commodity
group stood at $98.1 million in January-September 1983.  Eastern European
sales of Section 5 commodities to the United States amounted to $37.9 million
in January-September 1983, 64.0 percent more than in January-September 1982,
Section 5 imports from Eastern Europe constituted 16.1 percent of total
imports by the United States from NME's in this category.

Among NME sales to the United States in this product category, anhydrous
ammonia (TSUSA item 480.6540) from the Soviet Union was the largest single
jtem. Sales of Soviet anhydrous ammonia to the United States declined to
$52.1 million in January-September 1983 from $66.4 million in the
corresponding period of 1982. The quantity of imports declined to
354,316 short tons in January-September 1983 from 465,835 short tons in
January-September 1982. Thus, without an increase of about 3 percent in the
average price of this item between the two periods, the decline in value would
- have been larger. Since the 1980 peak in Soviet sales of 1.1 million short
tons of this product to the United States, sales have shown a consistent
" tendency to decline.

-1/ Further increases in U.S8. imports of Polish steel products may be
anticipated in view of the administration's Oct. 20, 1983 decision to allocate
specialty steel product quotas to Poland. 48 F.R. 48888, Oct. 21, 1983.

" 2/ The administration, pending a demonstration by the Soviet Union that its

‘nickel products sold in the United States contain no Cuban nickel, imposed a
conditional embargo on Soviet nickel imports effective Dec. 23, 1983. 48 F.R.
53006, 53007, Nov. 23, 1983.
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The net increase in Soviet Section 5 sales to the United States is
explained by compensating increases in the sale of urea (TSUSA item
480.3000). U.S. purchases of this product from the Soviet Union increased to
$28.7 million in January-September 1983 from $6.3 million in the corresponding
period of 1982, U.S. purchases in July-September 1983 alone amounted to
$8.0 million. Another significant item among Soviet Section 5 sales to the
United States was uranium fluorides (TSUSA item 4225220). Sales of this
product smounted to $9.7 million in January-September 1983, representing a
slight increase from their January-September 1982 level (table B-6).

Among Chinese sales to the United States in SITC Section 5, fireworks
(TSUSA item 755.1500) were the largest single item. Chinese sales of this
product amounted to $23.5 million in January-September 1983 compared with
$23.7 million in January-September 1982. The bulk of Chinese exports of
chemical products to the United States consisted of a large variety of
relatively low-value items.

Among Eastern Europe's sales to the United States in this category, urea
(TSUSA item 480.3000) was the most significant single item. Such sales
increased to $7.1 million in January-September 1983 from $1.8 million during
the corresponding period of 1982. All the sales in January-September 1983
came from Romania; those in the corresponding period of 1982 originated in
East Germany. As a result of increased Soviet and Eastern European sales to
the United States, urea is shown in table 7 as one of the 20 U.S. import items
from NME's which changed substantially from January-September 1982 to the
corresponding period of 1983.

Food and live animals

Imports of food and live animals (SITC Section 0) from the NME's
increased to $220 million in January-September 1983 from $191 million in
January-September 1982. Their share of total U.S. imports from the NME's
increased to 8.2 percent during the first three quarters of 1983 from
7.5 percent during the corresponding period of 1982. In January-September
1983, 56.9 percent of total U.S. Section O purchases from the NME's originated
in Eastern Europe; 38.4 percent, in China; and 4.7 percent, in the Soviet
Union. :

Eastern European sales of Section 0 commodities increased to
$124.9 million in January-September 1983 from $96.2 million in
January-September 1982. Pork hams (TSUSA item 107.3525) were the largest
Section 0 commodity sold to the United States by Eastern Europe in
January-September 1983. U.S. purchases of this commodity from Eastern Europe
totaled $91.6 million during this period, compared with $58.9 million, in
January-September 1982, and sales in July-September 1983 reached
$23.7 million, compared with $20.3 million in the corresponding period of
1982. Poland and Hungary were the major suppliers. Polish sales of this
commodity to the United States jumped to $64.2 million in January-September
1983 from $36.7 million in January-September 1982, and Hungarian sales rose
from $13.0 million to $20.6 million. Polish sales in July-September 1983
reached $17.2 million, compared with $13.3 million in July-September 1982.
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Among Chinese sales to the United States in Section 0, imports of cocoa
butter (TSUSA item 156.3500) declined to $7.3 million in January-September
1983, compared with $13.4 million in January-September 1982. The value of
Chinese tea (TSUSA item 160.5000) reached only $7.0 million during the first 9
months of 1983, compared with $7.2 million during the corresponding period of
1982. Imports of water chestnuts (TSUSA item 141.7000) from China dropped to
$4.9 million in January-September 1983 from $8.4 million in January-September
1982. U.S. imports of mushrooms (TSUSA items 922.5653 and 1442053) from China
increased from $12.7 million in January-September 1982 to $15.9 million in
January-September 1983. However, U.S. purchases in July-September 1983 were
$4.4 million, compared with $4.8 million during the correponding period of
1982. (U.S. mushroom purchases from China had been consolidated under TSUSA
item 144.,2053 in table B-4, as indicated by footnote 1 thereto.)

Among Soviet SITC Section 0 sales to the United States, imports of crabs
(TSUSA item 114.3000) were the leading item in January-September 1983 with a
value of $6.9 million. U.S. imports of this commodity from the Soviet Union
amounted to $5.4 million in July-September 1983, compared with $2.1 million in
the corresponding period of 1982.

Machinery and transportation equipment

The value of imports of U.S. machinery and transportation equipment (SITC
Section 7) from the NME's declined to $114 million in January-September 1983
from $152 million in the corresponding period of 1982. Eastern European
sales, which represented 71.7 percent of total SITC Section 7 sales to the
United States in January-September 1983, declined by 31.1 percent from
January—September 1982 to January-September 1983. This accounted for
96.9 percent of the $38 million loss in Section 7 NME sales to the United
States from January-September 1982 to the corresponding period of 1983.

The decline in U.S. purchases of Eastern European Section 7 exports was
spread over a broad spectrum of commodities. Decreases in U.S. purchases of
Eastern European machinery specialized for particular industries (SITC Section
72), metalworking machinery (SITC Section 73), general industrial machinery
(SITC Section 74), road vehicles (SITC Section 78), and other transport
equipment (SITC Section 79) accounted for the bulk of the decline in such
imports from Eastern Europe and consequently from the NME's, The largest
four-digit Section 7 category among U.S. imports from the NME's in
January-September 1983, accessories for motor vehicles (SITC Section 7849),
has consistently declined since 1981. Eastern European sales of this item to
the United States decreased from $31.9 million in 1981 to $20.9 million in
1982, and from $17.0 million in January-September 1982 to $15.2 million in
January-September 1983. '

. The largest SITC Section 7 item imported from the NME's in January-
September 1983 was motor vehicle parts (TSUSA item 692.3288). The bulk of
these imports originated in Hungary. Sales to the United States by Hungary
increased to $13.4 million in January-September 1983 from $9.7 million during
the corresponding period of 1982. Sales of portable typewriters (TSUSA item
676.0510) by East Germany to the United States increased to $2.1 million in
January-September 1983 from $0.3 million in January-September 1982,
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SITC Section 7 sales to the United States by China decreased from
$32.0 million in January-September 1982 to $29.9 million during the
corresponding period of 1983. However, imports of one SITC Section 7 item
from China, hydraulic jacks (TSUSA item 664.1056), included among the top 80
Chinese sales to the United States during the first three quarters of 1983,
showed a 3.7 percent increase compared with those in the corresponding period
of 1982. ) :

Only 2.0 percent of total U.8. Section 7 purchases from the NME's
originated in the Soviet Union in January-September 1983. These imports
increased from $1.3 million to $2.2 million from January-September 1982 to
January-September 1983. 1/

1/ Two-way trade in machinery between the United States and the U.S$.S.R. is
small. World Bank data indicate that Soviet purchases of U.S. machinery
represent only a fraction of total Soviet machinery purchases from the West.
For instence, among Soviet imports from all Organization of Economic
Cooperation and Development countries in 1981, only 3.3 percent of electrical
machinery, 6.3 percent of nonelectrical machinery, and 9.5 percent of
transportation equipment originated in the United States. World Bank Data
System, November 1983.
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THIRD-QUARTER DEVELOPMENTS AFFECTING U.S. COMMERCIAL RELATIONS WITH
NONMARKET ECONOMY COUNTRIES

New United States-China Textile Agreement

After almost a year of inconclusive and often deadlocked talks, the
United States and China reached a new long-term agreement on trade in textiles
during the seventh round of negotiations in July. The 5-year agreement was
officially established through an exchange of notes by the two countries dated
August 19, 1/ but was made retroactive to January 1, 1983. The first U.S.
textile agreement with China, which was for 3 years, expired on December 31,
1982, but unilateral quotas were put into effect to cover the interim period
until a new agreement could be concluded.

The new agreement designates specific annual import limits on 31
categories of apparel and 2 categories of fabrics. 2/ This group of products
accounted for approximately 70 percent (in terms of quantity) of China's
exports of apparel and fabrics to the United States during the 12 months ended
September 30, 1983. Provision is also made for subsequently restricting any
textile category not presently controlled if imports from China are believed
to be disrupting, or threatening to disrupt, the U.S. market. The United
States may request consultations with China, and, if mutual agreement on the
import level of the product at issue cannot be reached within 90 days of the
request, a limit based on a formula specified in the agreement will be applied
for the ensuing 12-month period. Under the previous agreement, which
initially restricted imports in only 8 apparel categories, the United States
invoked the consultation mechanism to limit imports from China in an
additional 19 appsrel categories and 1 fabric category. 3/

1/ See 48 F.R. 37685.

2/ The agreement authorizes 31 specific limits for the 33 controlled
categories of textile products from China. 1In recognition of the pattern of
imports from China, three apparel categories are merged and treated as a
single category in the agreement. For example, one limit applies to both
men's and boys' manmade-fiber sweaters and women's, girls' and infants’
manmade-fiber sweaters. On the other hand, two specific limits apply to a
fourth category. 1In addition to an aggregate limit on men's and boys' cotton
knit shirts, there is also a limit on part of this product group.

3/ Both the original and the new U.S.-Chinese textile agreements are similar
with respect to their basic provisions since they are modeled on the bilateral
agreements that the United States has negotiated with other textile supplying
countries under the Arrangement Regarding International Trade in Textiles, or
Multifiber Arrangement (MFA). China was not a member of the MFA, which is
under the auspices of the General Agreement on Tariffs and Trade (GATT), when
these two agreements with the United States were negotiated. However, it was
recently accepted as a non-GATT member of the MFA. In September, a Chinese
delegation met in Geneva with U.S. representatives to the GATT to discuss the
matter of MFA membership. The delegation also held discussions with other MFA
members—-—among them, the -European Community, Japan, Hong Kong, the Republic of
Korea, India, Egypt, and Brazil. Since no objections were reportedly raised’
to its becoming a member, China made a formal application to join the MFA on
Nov. 14, 1983. 1Its application was considered and accepted at a meeting of
the GATT's Textile Committee in mid-December. '
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The specific import levels that are designated for each agreement year
(1983-87) permit an overall annual rate of import growth of 3.8 percent in the
controlled textile categories. The United States had stated that it wanted to
limit the annual growth of Chinese textile imports to not more than
1.5 percent to 2 percent, whereas China was seeking an average increase of
6 percent each year.

Following conclusion of the new agreement, bilateral trade relations
disrupted by the negotiations began to be restored. Tn late August, China
resumed its purchases of U.S. wheat, after ordering none since early February,
and lifted its bhan on imports of U.S. cotton, soybeans, and manmade fibers,
which had been in effect since January 19. 1In early January 1983, after the
original agreement had expired and no progress was made in a fourth round of
negotiations, the United States imposed unilateral quotas on imports of
Chinese textile products that were previously limited under agreement, plus
four additional categories. 1/ China responded by banning imports of U.S.
cotton, soybeans, and manmade fibers—all commodities for which it probably
had little or no import demand. 2/ In announcing the ban, however, the
Chinese also stated that they mlghf further limit their imports of U.S.
agricultural products. China subsequently continued to place orders for wheat
with other major supplying countries, but stopped buying wheat from the United
States after purchasing only 1.2 million metric tons, which were delivered in
the first and second quarters. On the other hand, its orders for U.3. wheat
since the textile agreement was signed, which were purchased for delivery in
the fourth quarter of 1983, have totaled 1.6 million metric tons. 3/

Further Steps to Increase U.S. Technology Transfer to China

Since May, when Secretary of Commerce Baldrige pledged, during a trip to
Beijing, that the United States would "significantly and quickly" improve the
process of technology transfer to China, a series of steps have heen taken to
meet this commitment. An announcement was made in June that China would be
transferred into the export—-control category that included not only other
friendly nonallied countries but also the U.S. allies in the North Atlantic
Treaty Organization. 4/ The Reagan administration had already officially
declared, in June 1981, that the United States regarded China as a friendly
nation, but the transfer of China from Country Group P, consisting of only
China, to Country Group V, the least restrictive category used in granting

1/ For a discussion of this development, see the 35th Quarterly
Report . . ., pp. 34-35.

2/ China's cotton and soybean harvests have increased every year since 1977,
and its 1982 output of both crops was substantially above previous levels. In
addition, China is reported to have accumulated an excessively large inventory

of manmade fibers. See 33d Quarterly Report . . ., pp. 46-48, and 35th
Quarterly Report . . ., pp. 11 and 15.
3/ This figure does not include China's orders for delivery in 1984.

4/ See 35th Quarterly Report . . ., pp. 33-34,
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export licenses, was made to demonstrate to the Chinese that a major change in
technology transfer policy was forthcoming. The revision of the
export—control guidelines for China, to redefine the conditions and process
for approving the sale of dual-use goods 1/ to that country, was required
before the new policy could be implemented. This task was virtually completed
by the end of the third quarter, but publication of the guidelines was
withheld pending their review by U.S. allies in the Coordinating Committee for
Multilateral Export Controls (COCOM) and discussions with the Chinese. 2/

[ —

New Export Guidelines

On September 27, with all except the final details of the guidelines
completed, Secretary Baldrige described the new policy on exports to China to
a congressional committee. 3/ TIn his presentation, he noted that the revised
guidelines were designed to "substantially increase the flow of technology and
equipment while retaining national security controls on truly sensitive
equipment and technology." He explained the position underlying this "major
change in our policy" as follows: ‘

It is the view of the United States Government that the
People's Republic of China is unlikely to pose a threat to the U.S.
security interests unless there is a major infusion into that
country of the most advanced military system. Moreover, this
technology transfer will not alter the U.S.-PRC strategic balance,
though the transfer of technology will prevent a widening of the
military gap between the PRC and the USSR. 4/

To expedite the granting of licenses to export technologically advanced
goods to China while maintaining adequate safeguards, the new guidelines
establish three conditional classifications or "7ones" for use in processing
the license applications. The green zone will be for minimum risk items that
will receive, for the most part, routine approval by the Department of
Commerce without review by the Department of Defense. An intermediate zone
will cover very high-technology items that will require case-hy-case review hy
the Department of Defense and other appropriate agencies. A third
classification or red zone will apply to technologies having direct
application to advanced military systems. Secretary Baldrige noted that
applications to export such items to China would have "a strong presumption
for denial."

The green zone represents the most significant change in U.S. policy on
exports to China. The technical level of products and technologies defined
asminimum risk items has been raised substantially, and approximately
75 percent of all applications for technology transfer to China are expected

1/ Dual use goods are civilian products and related services or technical
data that have potentially significant military applications.

2/ The new guidelines for China were issued on Nov. 23, 1983. See 48 F.R.
53064. The placement of China in Country Group V became effective on this
date.: )

3/ Testimony of the Honorable Malcolm Baldrige before the House Special
Subcommittee on U.S.-China Trade, the Committee on Energy and Commerce,
Sept. 27, 1983.

4/ Ibid.
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to fall within this category. Since a time-consuming interagency review of
such applications normally will no longer be required, speedier processing
will be possible. The new guidelines also provide a detailed description of
the types and technical limits of preducts likely to be approved, 1/ making
the outcome of the licensing review process more predictable for both the U.S.
business community and the Chinese Government..

The more advanced commodities and technologies that are in the
intermediate and red zones are not defined in the guidelines. 2/ 1In the
intermediate zone, however, licenses will be approved unless the item "poses a
clear threat to U.S. security interests." 3/ The applications most likely to
require extended review or denial include exports that would make "a direct
and significant contribution to nuclear weapons and their delivery systems,
electronics and antisubmarine warfare, intelligence gathering, power
projection, and air superiority." 4/

More time has been required to implement the new guidelines than had been
anticipated when the change in policy for China was initially announced.
Nevertheless, a few long-delayed applications for licenses to export
technically advanced goods to China were recently granted, 5/ and a number of
others applications were approved by the United States and forwarded to its
allies in COCOM for final review. The administration did not specify,
however, which of the approvals, if any, were based upon the decision to
further reduce restrictions on exports to China. The old guidelines still in
effect at the end of the third quarter provided for the approval of
technologies for China that were two times the technical level permittod for
export to the U.S.S.R. prior to its invasion of Afghanistan. The ambiguity of
this directive, which resulted.in long delays in the review process and a more
restrictive policy than was intended, has been eliminated in the new
guidelines.

Negotiations on bilateral nuclear cooperation

In July, as the new policy on the sale of dual-use goods was being
developed by the administration, a Chinese delegation arrived in Washington to
hold negotiations on a bilateral agreement that would permit U.S. companies to

1/ The guidelines define the products likely to receive routine approval
within seven general product areas: computers, computerized instruments,
microcircuits, electronic instruments, recording equipment, semiconductor
production equipment, and oscilloscopes.

2/ Information on technologies in the red zone is classified and will not be
d1vulged

3 In h1s testimony before Congress, Secrefary Baldrige stated that he
expects ‘a large number of cases" in the intermediate zone to be approved.

4/ 48 F.R. 53067.

5/ Among the licenses granted was one for the export of 14 Honeywell Corp.
computers and related services to Chinese universities, which was a contract
financed by the first World Bank loan approved for China in July 1981.

Another major sale approved was an International Telephone and Telegraph Corp.
contract to supply the city of Shanghai a digital telephone exchange and to
manufacture ITT switching systems in China.
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sell equipment and technology for use in building nuclear power plants in
China. Although the U.S. export guidelines for China cover commercial
technologies that could have military applications, they do not presently
apply to exports for the development of nuclear energy for peaceful purposes.

Before such exports can be considered, U.S. policy requires that
safeguards be provided to insure that nuclear materials from Chinese reactors
built with U.S. cooperation would not be diverted to weapons development. 1/
China has been a nuclear power since 1964, but it has refused to sign the
International Atomic Energy Agency's (IAEA) nuclear nonproliferation treaty,
charging that it legitimizes the nuclear superiority of the superpowers.
Efforts of the United States to negotiate a bilateral agreement that would
provide for safeguards comparable to those accepted by signatories to the
treaty reached an impasse in 1982. However, it was China's leaders who took
the initiative in resuming negotiations with the United States in July.

Another round of negotiations was held in Beijing in September. 1In
addition, China's leaders partially reversed their previous, long-held
position and applied for admittance to the IAEA, 2/ although they still
refused to sign its nuclear nonproliferation treaty. Nevertheless, in
accepting the IAEA's principles and statutes, the Chinese have demonstrated
their commitment to its system of safeguards and to the principle
ofnonproliferation. Since China announced that it planned to join the IAEA
prior to the negotiations in Beijing, substantial progress was reportedly made
during this session toward reaching a bilateral agreement. 3/ Among the
provisions that the United States has insisted be included in the agreement
are China's permission to periodically open its U.S.-supplied nuclear power
plants to outside inspection and its official assurance that neither U.S.
nuclear technology nor nuclear materials produced in U.S.-built facilities
will be exported to third countries.

An agreement on nuclear cooperation would open another potentially
significant market for U.S. companies. China has announced an extensive
nuclear power program to supplement its energy supplied by coal, oil, and
hydroelectric power. 1In early 1983, the Chinese Government made nonbinding
commitments to France and the United Kingdom to purchase the reactors and
power—-generating turbines for its first nuclear power station to be
constructed with foreign technology, but it has continued to express interest
in buying U.S.-built equipment.

Secretary Weinberger's trip to China

In late September, Secretary of Defense Casper Weinberger made a 5-day
trip to China to discuss the new technology transfer guidelines with Chinese
leaders. Another purpose of his visit was to discuss China's needs for

1/ See U.S. Department of State, Bureau of Public Affairs, GIST: U.S.
Nuclear Export and Nonproliferation Policy, March 1983, and Department of
State Bulletin, August 1983, pp. 60-62.

2/ China was admitted to the IAEA at a meeting held in Vienna on Oct. 10-14,
1983. The decision must be ratified by the United Nations since the IAEA
functions under its auspices. :

3/ Another round of negotiations was concluded on Dec. 5, 1983, leaving only
a few issues to be settled. The agreement must be deposited with Congress
and, if not disapproved in 60 days, will then become effective. 47
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military modernization and possible U.S. weapons sales. The trip was the
first military-related exchange to be held between high-level U.S. and Chinese
officials since President Carter's Secretary of Defense Harold Brown visited
China in January 1980,

Among the four areas that China has targeted for modernization--
agriculture, industry, science, and defense--the military sector has received
by far the smallest amount of funding. However, despite China's apparent lack
of interest in using its limited supplies of foreign exchange to purchase
military-related equipment, changes were made in the regulations governing
such U.S. sales to China almost 2 years ago. In December 1981, the Reagsn
administration, having declared that China was a friendly nation, removed it
from the list of countries that are denied U.S. Munitions List licenses. 1/
This action meant that requests to export armaments to China would be
considered on a case-by-case basis, i.e., subject to close national security
review and assurances by China's leaders that they would not reexport the
equipment or technology to third countries.

China has one of the largest and most poorly equipped armies in the
world. Nonetheless, the prospects for U.S. exports of technically advanced
dual-use items—-those subject to approval under the new guidelines--appear to
be far better than the prospects for U.S. weapons sales to China. When U.S,
correspondents accompanying Secretary Weinberger asked Chinese Premier Zhao
Zhang if China was willing to buy weapons from the United States, he
reportedly replied: "If the United States is willing to sell weapons to us,
and if we need them and can afford them, I wouldn't rule out the possibility
of buying some weapons." 2/

New U,8.-U.S.S.R. Grain Agreement

On July 28, the United States announced ‘that it had reached a new
long-term grain-sales agreement with the Soviet Union. The S5-year pact, which
was signed in late August, specifies the minimum quantity of U.S. grain that
the U.S.S.R. is committed to purchase annually during the period beginning
October 1, 1983, through September 30, 1988.

The terms for each agreement year call for the Soviets to import a
minimum of 9 million metric tons of U.S. grain, approximately equally divided
between wheat and corn. As an alternative, they may import 8 million metric
tons of grain and 500,000 metric tons of soybeans or soybean meal. Purchases.
of an additional 3 million metric tons of wheat or corn may be made without
U.S. Government authorization. Under the previous U,S.-U.S8.S.R. agreement,
the Soviets were obligated to buy only 6 million metric tons of grain annually

1/ See 46 F.R. 60820. The U.S. Munitions List is administered by the
Department of State's Office of Munitions Control, whereas the U.S. Commodity
Control List, consisting of dual-use equipment and technology, is administered
by the Department of Commerce's Office of Export Administration.

2/ Foreign Broadcast Information Service, Daily Report: China, Sept. 28,
1983, p. B 3.
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from U.S. suppliers, and were limited to 8 million metric tons of grain
without U.S. Government authorization. The old pact also allowed the United
States to reduce or suspend its grain deliveries to the U.S.S.R. because of
short supply. This "escape-clause" provision has not been applied in trade
with the Soviets, and it is not present in the new agreement. )

The provisions for a higher level of trade under the new agreement are
aimed at restoring at least part of the Soviet market that the United States
lost to other grain exporters--notably Canada, Australia, and Argentina.
Despite the U.S. offer to sell the Soviets up to 23 million metric tons of
wheat and corn in the October 1982-September 1983 agreement year, their
imports of U.S. grain during the period amounted to only 6.2 million metric
tons, the smallest amount in any annual period since the 1976-77 agreement
year. 1/ However, after buying no grain from the United States since late in
1982, the U.S.S.R. began placing orders for the 1983-84 agreement year
immediately following the conclusion of the new agreement. 2/

Rescheduling of Poland's Debts

On August 18, representatives of Western commercial banks and the Polish
Government reached agreement to reschedule over 10 years the $2.6 billion in
Polish commercial debts that were due in 1983. Of this $2.6 billion,
$1.1 billion represented interest and $1.5 billion, principal, The terms of
the agreement obligated Poland to pay $385 million, or 35 percent, of the
$1.1 billion owed to Western banks as interest payments. The remaining
$715 million was made available to Poland to be used as a revolving credit
facility for the purchase of Western commodities. Permitting Poland to
recycle 65 percent of its 1983 interest obligations as trade credits
represented an easement in comparison with the terms of the 1982 agreement,
which permitted only 50 percent of the interest payments due to be used for
short-term trade financing. Of the $1.5 billion obligation on the principal,
the rescheduling agreement called for Poland to pay only $75 million, or
5 percent, before the end of 1983, The remaining 95 percent, about
$1.43 billion, was rescheduled for 10 years with a S-year grace period. After
5 years Poland is required to resume payments of the principal at an annual
interest rate of 1.875 percent spread over the London interbank offered rate
(LIBOR), in addition to paying a 1 percent rescheduling fee. 3/

Instead of rescheduling debts with only Western bankers, Polish leaders
would reportedly prefer to negotiate jointly with Western bankers and Western
governments. Of the approximately $25 billion in gross hard-currency debts
owed by Poland, $17.5 billion, or 70 percent, is held by Western

1/ For more information on annual U.S. grain sales to the U.S.S.R. during
the period of the previous agreement (1976-81) and its two l-year extensions,
see the 35th Quarterly Report . . ., pp. 37-39.

2/ For a recent analysis of the trend in U.S. grain sales to the U.S.S.R.,
see U.S. Embargoes on Agricultural Exports: Implications for the U.S.
Agricultural Industry and U.S. Exports: Report on Investigation
No. 332-157. . .; USITC Publication 1461, December 1983.

3/ See Wharton Econometric Forecasting Associates (WEFA), Centrally Planned
Economies Outlook, September 1983, p. 65; World Trade News, October 1983,
vol, 5, No. 10, p. 8; and The New York Times, Aug. 19, 1983, pp. D1-D2.
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governments. 1/ Since reaching a peak of $15.6 billion at the end of
September 1980, the amount of the Polish gross indebtedness held by Western
commercial banks has declined, almost entirely because of the transfer of
government-insured exposure from the category of bank debt to official debt
status. 2/ Whenever Poland was unable to meet its obligations, Western banks
collected payment from their respective national credit agencies. For
example, since December 1981, when martial law was imposed in Poland, the
U.S. Department of Agriculture’'s Commodity Credit Corporation has assumed the
principal (and when included in the financing arrangement, 6 percent of the
interest charged) on all payments due to U.S. commercial banks under a program
that guaranteed U.S. bank loans made to Poland for the purchase of grain and
other U.S. agricultural commodities. 3/ Such operations have resulted in a
continuing transfer of Poland's debt obligations to the West from the private
to the public sector. 4/

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

During the third quarter, the U.S. International Trade Commission and the
Department of Commerce made final determinations in two antidumping
investigations involving textile products from China. Another petition was

then filed, on September 12, 1983, with the Department of Commerce. This
petition alleged that China subsidizes all its textiles, apparel, and related

products, including textile fibers, and should be subject to a countervailing
duty on such products under the Tariff Act of 1930, as amended. 5/

Two chemical products imported from China were also the subject of
ongoing antidumping investigations during the quarter under review. A
preliminary finding of sales at less than fair value was made by the
Department of Commerce in both cases, and the International Trade Commission
instituted final investigations on the question of injury to a U.S. industry.

1/ This was the official portion of the debt as of Nov. 15, 1983.

2/ WEFA, Centrally Planned Economies Current Analysis, vol. III, Nos. 83-84,
Nov. 4, 1983, p. 5.

3/ The United States participated with other Western countries in the
rescheduling of Poland's official debts in 1981, prior to the imposition of
martial law in Poland in December of that year. As a result, the Government
has also assumed some of Poland's 1981 debt formerly held by the commercial
banks as the rescheduled payments became due. Other U.S. Government holdings
of Polish debt are the result of direct loans made by the Commodity Credit
Corporation under an agricultural export-support program that was replaced by
the credit-guarantee program in 1980,

4/ On Nov. 2, 1983, the United States agreed to again join other Western
governments to discuss rescheduling the official portion of Poland’s debt.

The agreement was one of "two limited steps" that President Reagan took to
ease the U.S. sanctions applied to Poland in December 1981. The second step
taken was to permit Poland to reopen discussions with private U.S. companies
about potential fishing srrangements. However, the President did not 1lift the
ban on fishing by Polish nationals in U.S. waters, but made such action '
contingent upon definitive action by the Polish Government to restore its
citizens' human rights. The other U.S. sanctions against Poland also remain
in place (Weekly Compilation of Presidential Documents, vol. 19, No. 44,

p. 1514). T

5/ U.S. countervailing duty legislation was amended in the Trade Act of 1974
and again in the Trade Agreements Act of 1979.

50



51

Textiles from China

Affirmative final determinations were made both by the Commission and by
Commerce in two separate investigations involving textile products imported
from China. Both cases were based on petitions filed in August 1982 by the
U.S. textile industry under section 733(a) of the Tariff Act of 1930. 1/ On
July 28, 1983, the Department of Commerce published a final determination that
greige/polyester printcloth from China was being sold in the United States at
less than fair value. The Commission subsequently found, on August 22, 1983,
that the domestic industry was being materially injured by imports of this
product. 2/ A dumping order was issued by Commerce on September 13, and
antidumping duties equal to an estimated dumping margin of 22.4 percent must
be deposited until final antidumping duties are calculated. The Commission
also found, by a unanimous vote .on September 6, 1983, that imports of cotton
shop towels from China were materially injuring the U.S. industry. 3/ On
September 16, the Department of Commerce, in an amendment to an earlier
determination of sales at less than fair value, changed the estimated dumping
margin for the deposit of duties to 36.2 percent.

Concerned by the continuing rise in imports of textile products from
China and the increases in the annual rate of import growth permitted under
the new United States-China textile agreement, the American Textile
Manufacturers Institute and two unions representing textile and apparel
workers filed a petition for further import relief. 4/ 1In the petition filed
with the Department of Commerce, they alleged that China subsidizes its
textile exports and should be subject to a U.S. countervailing duty of
40.4 percent ad valorem in addition to the normal rates of duty.

The basis of the subsidization charge--the first to be brought by a U.S.
industry against an NME--is China's dual exchange-rate system. 1In January
1981, China introduced an internal settlement rate of 2.8 yuan to the dollar
for all external transactions, both export and import. This settlement price
for Chinese enterprises has been maintained since that time. The official
rate of exchange was 1.6 yuan to the dollar when the internal rate was
established, but has fluctuated because it is pegged to a basket of
currencies. The difference between the two rates as of May 31, 1983, when the
official exchange rate was 1.9939 yuan to the dollar, was used to determine
the amount of the subsidy requested in the countervailing duty petiticn.

1/ See 32d Quarterly Report . . ., pp. 36-38, and 33d Quarterly
Report . . ., PpP. 43-44

2/ Commission Chairman Alfred E. Eckes and Commissioners Paula Stern and
Veronica A. Haggart voted affirmatively; Commissioner Seeley G. Lodwick
abstained. See Greige Polyester/Cotton Printcloth from the People's Republic
of China . . ., USITC Publication 1289, September 1983.

3/ See Cotton Shop Towels from the People's Republic of China . . ., USITC
Publication 1431, September 1983. '

4/ The petition was later amended to include the American Apparel
Manufacturers Association as a petitioner.
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The petition raises two issues for which there are virtually no
precedents and which must be resolved before proceeding with the
investigation. The leading issue is whether U.S. countervailing duty law
covers nonmarket economy countries. In addition, there is the question of
whether dual exchange rates in either a market or nonmarket economy can confer
a countervailable subsidy on a specified export sector when the same rate of
exchange applies to all exported and imported products and the currency is not
freely convertible. 1/

The International Trade Commission does not participate in such
countervailing duty investigations since there is no requirement under U.S.
trade law to make a determination on the question of injury. An injury
determination would be required only if China had acceded to the Subsidies
Code under the General Agreement on Tariffs and Trade and had been designated
a country under the Agreement by U.S. authorities, or if China had accepted an
equivalent obligation to limit subsidies under a bilateral agreement with the
United States.

Chemicals from China

Earlier in 1983, the Commission made preliminary affirmative findings on
the question of injury to a U.S. industry in two separate antidumping
investigations involving imports of potassium permanganate and chloropicrin
from China. 2/ During the quarter under review, the Department of Commerce
also announced affirmative determinations in its preliminary investigations.
On August 9, 1983, Commerce found that potassium permaenganate from China is
being, or is likely to be, sold in the United States at less than fair value.
On September 19, it returned the same finding with respect to chloropicrin
from China. In accordance with the procedures for antidumping cases, the
Commission then initiated its final investigations. 3/

In September, Commerce announced that it had granted a request from the
China National Chemicals Import & Export Corp. to postpone its final
determination on the question of sales at less than fair value. As a result,
the Commission's deadlines were also extended. A final determination on the
question of whether imports of potassium permanganate from China are causing,
or threatening to cause, material injury to a domestic industry will be made
on or before January 20, 1984. The Commission's finding on chloropicrin
imported from China will be made on or before March 19, 1984.

1/ The Department of Commerce initiated the investigation on Oct. 4, 1983,
but, in view of the difficulties inherent in the case, began its investigation
by calling a conference of all interested parties to discuss the two "novel
issues" involved. This conference was held on Nov. 3-4, 1983. Subsequently,
on Dec. 6, 1983, the petition was withdrawn.

2/ The vote of the Commission was unanimous in both investigations. See

Potassium Permanganate from the People's Republic of China and Spain . . .,
USITC Publication 1369, April 1983, and Chloropicrin from the People's
Republic of China . . ., USITC Publication 1395, May 1983.

3/ The Commission initiated its final investigation on potassium :
permanganate from China on Aug. 9, 1983, and its investigation on Chloropicrin
from China on Sept. 19, 1983.
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CERTAIN TEXTILE AND LEATHER PRODUCTS: IMPORTS FROM CHINA
AND THE U.S. MARKET

In the 35th Quarterly Report . . ., the Commission reported the results of
a trade monitoring system developed for this report in order to identify
imports from the NME's that might have an adverse effect on competitive U.S.
industries. 1/ The results of the monitoring system.indicated that imports of
six import product groups based on the Standard Industrial Classification
(MSIC groups) 2/ warranted further examination. The six products groups are
lace goods; miscellaneous outerwear (primarily men's and women's sweaters and
women's trousers); men's shirts, nightwear, and underwear, and women's knit
shirts; women's coats, suits, and skirts; leather gloves; and handbags. All
the products were imported from China.

Two tests were applied in meking the selections. First, in view of the
small share of total U.S. imports accounted for by the NME's, it was assumed
that there could not be many groups of products from an NME which alone would
account for a large share of the U.S. market. Yet even a small degree of
market penetration by the NME might be significant if the degree of
penetration from all sources suggested that the U.S. industry might be import
sensitive. The selections were therefore limited to those U.S. product groups
having over 1 percent import penetration by a single NME source, and, at the
same time, over 10 percent total import penetration. The import penetration
data were for 1981, the most recent year for which comprehensive data on
domestic producers' shipments were available.

The second test was the rate of growth in the value of the imports in each
product class from an NME during the most recent periods for which data were
available. This was considered to be a particularly important factor with
respect to NME's, since state-controlled economies can in theory make rapid
changes in the levels of their exports. Product classes that recorded a
growth rate in imports from an NME of 15 percent or more from 1981 to 1982 and
also from January-June 1982 to January-June 1983 qualified for selection.

The following section presents such information as could be obtained on
the Chinese textile and apparel industry. The remainder of this report
provides detailed information on the six product groups. The'U.S. industries
that manufacture these products and the U.S. market are examined, as well as
imports from China and from other sources. The sections on leather gloves and
handbags also include a brief description of these industries in China.

1/ Reporting of information on such products is required by sec. 410 of the
Trade Act of 1974. The monitoring system was first presented in its present
form in the 31st Quarterly Report . . ., pp. 43-63.

2/ The MSIC classification and the concordance to import and export
classifications are maintained by the U.S. Bureau of the Census., For a
discussion of the methodology used to relate the trade data to the SIC-based
data on U.S. producers' shipments, see the 35th Quarterly Report . . .,
pp. 43-46.
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The Chinese Textile and Apparel Industry

Since 1978 and 1979, when China undertook an economic readjustment program
emphasizing the development of light industry, the textile and apparel
industry has become increasingly important in that country's economy. Exports
of textiles and apparel, which have accounted for 20 to 25 percent of its
total exports in recent years, were encouraged in order to generate foreign
exchange quickly with a relatively low investment cost. Exports of apparel
have grown rapidly despite a lack of modern manufacturing facilities. By
international standards, relatively little investment has been made in modern
labor-saving machinery in garment plants in China, partly because of the very
low wage rates paid its textile workers--equivalent to approximately 25 cents
per hour. The low wage rates more than offset the lower level of productivity
(about one-third of that found in the United States), so that labor costs per
unit are six to eight times lower than in the U.S. apparel industry. 1/
Approximately 2 million people in China are employed in apparel production;
the industry comprises a large number of small producers and includes
tailor-made apparel. There are about 17,000 ready-to-wear enterprises in
China, with an output valued at about $7 billion. 2/

‘Expansion of apparel production, especially production intended for
export, has been encouraged by several Government programs designed to
(1) assure adequate supplies of cotton and manmade fibers, (2) encourage joint
ventures and foreign investment, and (3) develop special economic zones
(SEZ's) with benefits such as low taxes and duty exemptions. Output of
manmade fibers, which totaled approximately 500,000 tons in 1981 (including
rayon), could almost double when all new plants and those under construction
are producing at full capacity. Various types of joint ventures have been
entered into with foreign companies from Hong Kong, Japan, the United States,
and other countries. For example, a trade fair sponsored jointly by Chinatex
and a Japanese trading house, Togo Menka Kaisha, Ltd, was recently held in
Guangzhou (Canton), China, to promote sales of apparel, mostly to buyers
located in Hong Kong. Some of the apparel is to be made from fabrics supplied
by the Japanese company, which will overcome limitations of style and finish
in Chinese-made fabrics. Five SEZ's were set up 4 years ago to assist in
attracting foreign investors. There has been considerable growth in the use
of these zones; Shenyhau, a 327-square-kilometer area bordering Hong Kong, is
the largest and most successful. However, businessmen trying to locate in

1/ U.S. International Trade Commission, Emerging Textile Exporting
Countries: Report on Investigation No. 132-126 . . ., USITC Publication 1273,
August 1982, pp. A-63 and A-64.

2/ Apparel shipments by the U.S. industry in 1982 were valued at about
$52 billion.
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those zones complain of numerous problems, including difficulties in
negotiating and spelling out terms of contracts, Government bureaucracy, a
lack of transportation, and the shortage of skilled labor and technical
expertise. A director of one of Hong Kong's largest shirt manufacturers,

(Los Mee Kwong Group), which has a wholly owned $30 million dyeing factory in
Shenzhau, indicated that it was necessary to train workers and relocate senior
technicians from Hong Kong and that prefabricated buildings made in the United
States were used. The company also installed its own generators and
deep-water wells for "backup." However, despite those difficulties, foreign
investment and the use of SEZ's will probably increase because of the large
cost advantage of manufacturing in China, Chinese interest in earning foreign
exchange, and gradual improvements in the infrastructure and business
environment., :

Lace Goods (MSIC 2292)

Description and uses

Lace goods classified in MSIC 2292 consist of lace, lace furnishings
(e.g., tablecloths, curtains, and doilies), and, to a lesser extent, netting,
veiling, and miscellaneous lace, net, or ornamented textile products,
Excluded are lace or net apparel, net furnishings, and embroidery. 1/
Generally, lace is a decorative, intricately designed openwork material used
primarily to make and adorn apparel and household furnishings. Netting is a
mesh lace fabric used in insect screening, sports equipment, apparel,
furnishings, and industrial products (e.g., cargo and safety nettings).
Veiling is a lightweight sheer fabric often used for bridal veils and as
ornamentation for women's hats.

Lace goods may be made by hand or machine, with many machine-made-lace
goods offering as much esthetic appeal as handmade-lace goods. Those
manufactured commercially in the United States are made by machine, especially
knitting machines. Handmade-lace goods are supplied by imports, such as those
from China, whose shipments consist primarily of inexpensive homefurnishings,
especially tablecloths, and Christmas ornaments.

The U.S. industry

Establishments making machine-made-lace products and those dyeing and
finishing lace goods are classified in the lace goods industry (SIC 2292). 2/
The industry is essentially divided into establishments making lace, such as
curtain panels, and those making lace furnishings, such as curtains and
tablecloths. However, most of the lace is made on knitting machines by
establishments--primarily commission knitters making lace on contract--

1/ Embroidery is formed by working threads on a preexisting ground fabric to
produced a decorative effect, whereas the lace design is not worked on a
preexisting fabric.

2/ Does not include Schiffli machine embroideries, classified in SIC 2397,
and lace apparel, classified in the SIC according to the type of garment.
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classified in the warp knit fabrics industry (SIC 2258). Because knit lace
and netting, along with veiling, a product of the apparel trimmings industry
(8IC 2396), are believed to represent a relatively small part of these
industries' shipments, the industry discussion that follows will be confined
to SIC 2292.

The lace goods industry has been shrinking in size for some time.
According to unpublished data of the U.S. Bureau of Labor Statistics, the
number of establishments declined from 80 in 1979 to 62 in 1982. As a
corollary, average employment decreased from 3,539 to 3,022 persons. However,
this trend may be reversing, as the number of establishments increased to 64
during the first quarter of 1983.

Most of the plants closed since 1979 were small establishments, some of
which were reportedly hard hit by record-high interest rates and the resultant
high inventory-carrying costs. The industry typically maintains relatively
high inventory levels (19 percent of sales versus 13 percent for the textile
industry as a whole (SIC 22) during 1979-81) to minimize cost and down time of
equipment associated with production startups and to respond quickly to
customer needs. Consequently, concentration in the industry has increased
somewhat, with the four largest producers reportedly enlarging their

57-percent share of the industry's shipments in 1977 to at least 60 percent in
1983.

Nevertheless, most of the establishments in the lace goods industry
operate on a small scale, with two-thirds of them employing fewer than 20
persons and accounting for only about 13 percent of the industry's work
force. Three-fourths of the industry's establishments in 1981 were located in
New York, New Jersey, and Rhode Island. Although only three plants were in
Pennsylvania, two ranked among the largest in the industry.

Because the manufacture of lace goods usually requires more skill than
that of most other textile products, wages tend to be higher. Hourly
compensation for production workers in the lace goods industry during 1982
averaged $6.49, compared with $5.83 for the textile industry. Consequently,
and as a result of the significant labor input, payroll represents a greater
share (55 percent) of the value added in the lace goods industry than that
(49 percent) in the textile industry.

Investment in plant and equipment by the lace goods industry has been
small, partly as a result of undercapitalization and the labor intensiveness
of the production process. Capital expenditures during 1979-81 totaled just
under $2 million, 1/ or less than 1 percent of the industry's sales. By
contrast, the textile industry spent more than $4 billion, or slightly more
than 3 percent of its sales, on new plant snd equipment during that period.

1/ Does not include expenditures made by establishments making lace and
netting on knitting machines (SIC 2258--warp knit fabric mills), which--though
not available--are reportedly significant.
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U.S. producers' shipments of lace goods (SIC 2292) increased from
$40 million in 1977 to slightly more than $52 million in 1979 and 1980 and to
almost $69 million in 1981 and 1982 (table 12). However, it should be noted
that these figures are understated to the extent that they exclude knitted
lace and netting. Inventories during 1979-81 averaged close to $13 million
annually, representing almost 19 percent of the industry's shipments.

U.S. imports

Lace goods covered by MSIC 2292 are classified under about 40 different
tariff provisions, depending on (1) the type of product (e.g., lace, netting,
or furnishings), (2) whether the lace was made by hand or machine, (3) the
value per pound for handmade lace, (4) the type of machine used to make
machine-made lace and netting, (5) the presence or absence of ornamentation
for certain items, and (6) the fiber of chief value. The average rate of duty
on lace goods from China during 1982 was 28.5 percent ad valorem, although it
varied by product grouping, as shown below:

: H Average
Ttem . Imports . Duty
: 1,000 dollars : Percent ad val.
Lace , ' : 95 : - 26.0
Lace furnishings - : 2,783 : 30.0
Miscellaneous lace articles————-———- : 1,206 : 23.2

Total or average —— 4,084 : 28.5

Lace goods of cotton, wool, and manmade fibers are subject to import
controls, and are primarily classified in "basket" quota categories providing
for a number of miscellaneous textile products. Although imports of Chinese
lace goods are currently unlimited, the bilateral textile and apparel
agreement with China allows the United States to request consultations,
leading to the establishment of quotas, when it believes imports threaten
market disruption.

U.S. imports of lace goods from all sources increased steadily during
1979-82, rising from $26 million to $46 million, or by 76 percent (table 12).
The growth continued into 1983, with imports in January-June 1983 up
27 percent over those in the corresponding period of 1982.

The largest single foreign supplier of lace goods during 1979-82 was
Taiwan, with 27 percent of the imports, followed by France, which supplied an-
additional 17 percent. Shipments from Taiwan climbed rapidly from slightly
less than $4 million in 1979 to almost $13 million in 1981 and then fell to
$10 million in 1982. Imports from France, on the other hand, remained fairly
stable, averaging $5 million annually. The remsinder of the imports came from
a large number of small suppliers, led by the Philippines, with 8 percent of
the shipments, and the United Kingdom and China, each with about 6 percent.
Aside from Taiwan, the only countries to record appreciable growth

57



Y

58

‘ONTeA 170y} 03 POPPY SOJINP POIPTNI[ED YIJM *J°|°O PenIuA oie sjJodul——°9I0N

58

*92J9uANO) JO uuos»ucmonz.u.a ey3 JO SO138[3v3s [v[d2]JJOo woaj pefjdwo)

:e2anog

=

.aoaaoaeoum stenbe .ouuou=o>=n .-uooseou& uy se3usyd jou -oae.»:olauzu .839onpoag /1.

*
.

3

1]
L3

—-aunp-Aavnuep

Q861

.
'

- : - s - : 19°¢ :Ly°? T4 § ‘"rlnuovnlulno—umasugmo
t H s s . : jueaedde 03 suiyd nouu ‘s3a0duy
- P - ¢ - t 96°LY : 99°8Yy ¢t (L¥'TIy :———OPp
: : t : H : uojjdunsuod ueoucma- ou nuuomau ﬁcuoh
Lt : 86°L t ¢8°8 :t €9°¢ ¢t 80°¢ t €€°C t--juedaed s33odwy
: ] H H H H 1e309 cu sujyp woaj sjaoduy
: : H : . H 3 --Jo oj3vy
- : - $ - : (S°88 ¢ ¥8°2ZL ¢ 90°E9 ¢ op .—~——~uojjdunsucd juoaeddy
- : - s - :Q9°89 : OL°¥VS : 0Z°2C ¢ op —_—— ————gjuend [ys sI00NpoId
'z 9Lt :t 80°FY : €2°¢ 08" : L8°0 : op sufy) woaj sjdodwy
26°(Z ¢ T0°2ZZ 2 Z0°9Y : 9v'Zv : Sy'SE ¢ CT°9Z i--sav[joOp uoyylj@---———~-sjioduy ‘g'n [v3I0L
: H ‘ : : Cos t :
: t 3 3 1 H
€861 : Z861 , : s : .3
: 2861 , 1861 : 6L6T , wej]
: 3

.o

(1]

€861 osanlnucandn‘vcc
(s39onpoad ‘wuiy) woaj

2861 ounp-Lisnuer ‘2g-6L61 ‘uojjdunsuod jueledde pue ‘T sjuewmdyys

puv [w303 ‘sjaodwy °g°'n

$(2622 JISR) °‘s°o‘u ‘spood ed9]--'Z1 oIqel



59

in their shipments were China and the Republic of Korea (Korea); imports from
the latter, after totaling less than $1 million annually during 1979-81,
escalated to $5 million in 1982.

Imports of lace goods from China rose rapidly during the early 1980's, as
did shipments of many other Chinese textile products. Imports of Chinese lace
goods increased from less than $1 million in 1979 to just over $4 million in
1982; nevertheless, these products represented only a negligible share of the
nearly $850 million in textile products imported from China that year.
Contributing to the import growth were China's efforts to stimulate exports of
these products as a source of foreign exchange and, at the same time, employ
the masses; its eligiblity for most-favored-nation tariff treatment in early
1980, which considerably reduced U.S. duties on such shipments; and its
extemely low labor costs.

Lace goods imported from China can be classified into three broad
"categories: lace, lace furnishings, and miscellaneous lace or ornamented
articles. Most of the Chinese goods were handmade and consisted of
furnishings, as shown in the following tabulation (in thousands of dollars):

.
.

Item “ 1979 © 1980 © 1981 & 1982
Lace——- - e —————————— e e : 16 : - 19 : 95
Lace furnishings---—————~—~———mmmommmm : 411 : 854 : 2,212 : 2,783
Miscellaneous lace and ornamented articles-: 444 947 : 1,019 : 1,206

L S : 871 : 1,801 : 3,250 : 4,084

.

Most of the Chinese lace furnishings, according to trade sources and the
U.8. Customs Service, consisted of tablecloths, table runners, placemats, and
doilies, made primarily with "all-over" lace; some of the tablecloths and
placemats were made of woven cotton fabric that is joined together with
handmade lace. 1In the miscellaneous articles category, a large part of the
Chinese goods consisted of Christmas ornaments, virtually all of which were
chiefly of silk or manmade fibers.

The U.S. market

" The lace goods covered here consist primarily of furnishings, such as

" curtains and tablecloths, which are retailed primarily by the national chain

stores, discount stores, and department stores. In addition, specialty shops
offering custom- and ready-made household furnishings are important outlets.

Many of the lace fabrics are retailed by fabric shops.
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The expansion of the lace goods market slowed considerably in 1982, after
showing annual growth in excess of 15 percent in 1980 and 1981. U.S.
consumption of lace goods rose from $63 million in 1979 to almost $89 million
in 1981 (table 12). However, as the recession gained momentum, it rose by
slightly less than 4 percent to an estimated $92 million in 1982. The share
of the market supplied by imports increased steadily during 1979-82, from 41
to 50 percent. China's share of the market rose at a more rapid rate, albeit
from a much smaller base, from about 1 percent in 1979 to slightly more than
4 percent in 1982, ‘

Consumer demand for meny lace goods is influenced by their artistic value
or design and by current decorating trends. 1In addition, price plays an
important role, particularly in the low end of the market, where the lace
goods from China sell. Although handmade and relatively inexpensive, the
Chinese lace goods reportedly have posed little direct competition for the
U.S. industry's machine-made lace goods. Import levels have been relatively
low partly because U.S. machine-made lace has a high degree of acceptance in
the domestic market and the Chinese product does not have the quality or
prestige of imports from European countries. Nevertheless, with its policy of
encouraging textile export growth, aided in large part by favorable prices,
China could very well continue to register significant growth in its shipments
of lace goods to the U.S. market.

Miscellaneous Quterwear of Textile Materials (MSIC 2369)

Description and uses

Miscellaneous outerwear includes a diverse list of apparel items, such as
scarves, overalls, pants, shorts, warmup suits, swimwear, skiwear, and
sweaters. Despite this diversity, however, two products predominate in terms
of U.S. production and imports, especially from China. Men's (including
boys') and women's (including girls' and infants') sweaters and women's
trousers account, in terms of value, for more than half of U.S. production and
imports of these products. In addition, they account for more than
three-fourths of the imports from China.

Sweaters are made mostly in knit outerwear mills (SIC 2253); the remainder
are made in cut-and-sew shops. In knitting mills, the components of sweaters
are usually knit separately to body size and then joined together. 1In
cut-and-sew shops, sweaters are made from purchased knit fabrics which are cut
to a pattern and sewn together. More than three-fourths of the sweaters
produced domestically are made of manmade fibers (especially acrylic), with
wool and cotton accounting for almost all the remainder. About two-thirds of
the sweaters produced are intended to be worn by women, and the remainder, by
men.

Women's trousers are manufactured almost entirely in cut-and-sew
establishments classified in SIC 2339 and 2369. Most of the trousers sold in
the United States are made from woven fabric, primarily because of the
popularity of jeans and jean-cut casual slacks. With the increase in
preference for easy-care garments, manmade fibers have increased in importance
and now account for more than half the trousers produced domestically.
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The U.S. industr

The characteristics of the industries producing the outerwear covered here
differ little from those of the apparel industry as a whole. 1/ In general,
industries manufacturing the outerwear consist of a large number of relatively
small companies. Their production processes involve numerous manual
operations and frequent fashion and seasonal changes; dictating small
production runs. As a result, investment in capital-intensive equipment and
gains in productivity have been limited. At the same time, labor and material
costs have been rising and imports from low-wage countries have been
increasing, with imports' total share of the U.S. market for outerwear
climbing from 19 percent in 1977 to approximately 27 percent in 1982.

About half the value of total miscellaneous outerwear production was
contributed by the women's outerwear industry (SIC 2339). 1In this industry,
which had over 3,000 establishments in 1982, employment declined from 124,600
workers in 1978 to about 120,000 in 1982. Hourly wages increased 30 percent
in this period to about $4.95, which was considerably higher than the hourly
rates of $1.50 or less paid in the principal foreign supplying countries (i.e.,
Hong Kong, Taiwan, and Korea). This disparity is significant since labor, on
the average, accounts for about a third of the wholesale value
of“U.S.-produced apparel.

The ratio of production worker wages to value added in the women's
outerwear industry, an indication of labor intensity, was 30 percent in 1981,
compared with 25 percent for all manufacturing. The value added per
production worker in the outerwear industry (approximately $24,000 in 1981)
increased 21 percent during 1978-81. Capital expenditures averaged about $485
per worker annually during the same period, about 10 percent of the annual
average for all manufacturing. The value of shipments increased 28 percent
during 1978-81 to about $4.6 billion, with products included in the
miscellaneous outerwear category accounting for approximately 70 percent of
these shipments.

The knit outerwear industry (SIC 2253), with about 800 establishments in
1982, contributed about 25 percent of the value of miscellaneous outerwear
production during 1978-82. Knitting is somewhat less labor intensive than cut-
and-sew production; as a result, capital expenditures and value added per
worker are higher. 1In 1981, capital expenditures for knit outerwear firms
averaged $905 per production worker, and value added, $26,100.

Knit outerwear industry shipments, over half of which were included in the
miscellaneous outerwear category, increased 20 percent during 1978-81, to
$2.8 billion. Although hourly wages, about $5.25 in 1982, increased
33 percent during this period, employment declined 20 percent, to
approximately 54,000 workers.

1/ For a more detailed discussion of the U.S. apparel industry as a whole,
see U.S. International Trade Commission, op. cit., pp. A-9-A-12,
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U.S. imports

Imports of sweaters and trousers are classified for tariff purposes in
subpart F, part 6, schedule 3, of the Tariff Schedules of the United States
(TSUS). The column 1, or most-favored-nation (MFN), rates of duty on sweaters
range from 6.5 percent to 40 percent ad valorem, and the column 2, or
discriminatory, rates range from 45 percent to 90 percent. The average rate,
based on 1982 imports, is 29 percent ad valorem. The column 1 duties on
women's trousers range from 6 percent to 33.3 percent ad valorem, and the
column 2 rates range from 35 percent to 90 percent; the average rate is
25 percent ad valorem.

Imports of sweaters, trousers, and other textile products of cotton, wool,
and manmade fibers are subject to control under the Multifiber Arrangement
(MFA). The MFA provides the legal framework for a series of bilateral
agreements among 50 participating countries, with the objective of providing
for the orderly development of international trade in textiles and apparel.
China is not a signatory to the MFA; 1/ however, the United States has a
5-year textile trade agreement with China that was negotiated under section
204 of the Agricultural Act of 1956. This agreement, which is similar to
agreements negotiated under the MFA, will expire on December 31, 1987.

Total U.S. imports of miscellaneous outerwear increased 53 percent from
$1.8 billion in 1979 to $2.8 billion in 1982 (table 13), and then increased
almost 25 percent in January-June 1983, compared with those in the
corresponding period of 1982. Hong Kong, Taiwan, and Korea were the leading
suppliers of these imports in 1982, together accounting for 65 percent of the
total value. China was the fourth largest supplier in 1982, accounting for an
additional 8 percent of the total value. Annual imports of miscellaneous
outerwear from China increased from almost $60 million in 1979 to almost $221
million in 1982.

Women's trousers and men's and women's sweaters together accounted for
almost two-thirds of the value of China's exports of miscellaneous outerwear
to the United States in 1982. Imports of women's trousers from China almost
doubled from 1980 to 1981, increasing from $29.1 million to $57.7 million.
This was followed by a 37-percent increase in 1982 to $78.9 million.
Conversely, U.S. imports of sweaters from China declined by 29 percent in
1981, from $55.8 million in 1980. A quantitative limit was applied to imports
of woolen sweaters from China under the bilateral textile agreement, and when
this quota was filled in February 1981--only a few weeks following its
application—-further shipments were embargoed until September. Imports of
" sweaters from China climbed again in 1982, increasing to $63.0 million from
$39.8 million in 1981. Cotton sweaters, the only category of Chinese sweaters
not previously restricted, were placed under a speciifc limit in August 1982.

1/ In November 1983, China applied for membership in the MFA. See the
section on the new United States-China textile agreement earlier in this
report.
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Despite the restrictions applied to one item after another, China’'s share
of the U.S. import market for miscellaneous outerwear, measured by value,
continued to increase, rising from 3.3 percent in 1979 to 7.9 percent in 1982
(table 13). In terms of value, China has ranked fourth, following Hong Kong,
Taiwan, and Korea, since 1980.

The first United States-China pact on trade in textiles expired at the end
of 1982. As negotiations for a new agreement in the first 8 months of 1983
proved unsuccessful, the United States unilaterally imposed restraints on 34
textile and apparel categories (sweaters and women's cotton and manmade-
fiber trousers included) in January 1983. In spite of these restrictions, the
value of imports of miscellaneous outerwear increased 29 percent in
January-June 1983 from its level in the corresponding period of 1982.

The U.S. market

Domestic consumption.--U.S. consumption of miscellaneous outerwear
increased 47 percent during 1978-82, to a total of $10.4 billion (table 13).
Some of the growth in consumption was generated by imports, which increased
53 percent during the period and increased their market share from 26 percent
in 1978 to 27 percent in 1982. Domestic shipments increased by 44 percent,
from $5.4 billion in 1978 to $7.7 billion in 1982. The three products
increasing the most were women's trousers, sweaters, and active sportswear.
As miscellaneous outerwear imports from China increased steadily during the
period, China's share of U.S. outerwear consumption increased from less than
1 percent in 1979 to just over 2 percent in 1982.

U.S. consumption of women's trousers, which includes athletic shorts and
warmup pants, rose 70 percent during 1978-82, to almost $4.0 billion, and
contributed almost 50 percent of the increase in the value of U.S. outerwear
consumption (table 14). The quantity .of trousers consumed, however, rose
less, by 24 percent. The popularity of jeans--which involve more detailed,
decorative stitching and therefore higher unit values—-accounted for much of
the growth in consumption. In addition, increased consumption in 1981 and
1982 reflected the rapid growth in demand for active sportswear--in this case,
athletic shorts and warmup pants initially designed for sports but now
promoted and worn as leisurewear. The share of the market supplied by imports
fluctuated from a high of 35.3 percent in 1978 to a low of 31.1 percent in
1979, and averaged 33.5 percent for the 5-year period. U.S. production and
imports increased at similar rates; domestic production rose 23 percent from
27.4 million dozen in 1978 to 33.8 million dozen in 1982, and imports rose
21 percent from 14.4 million dozen to 17.4 million dozen in the same period.

Sweaters accounted for almost a fifth of the total value of U.S. outerwear
consumption in 1982. Domestic consumption of sweaters, in terms of quantity,
declined in 1979 and 1980 from 22.5 million dozen in 1978, and then increased
to almost 24.0 million dozen in 1982 (table 14). After declining 11 percent
in 1979 from the level of 1978, the value of U.S. consumption increased
48 percent to almost $1.8 billion in 1982.
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Table 14.--Women's trousers and men's and women's sweaters: Producers'
shipments, exports of domestic merchandise, imports for consumption,
and apparent consumption, 1978-82

(Quantity in thousands of dozens; value in millions of dollars)
' : Ratio (per-
Apparent : cent) of

. . «
. . .

Type and : :

es oo se e

year : Production : Exports : Imports consumption : imports to
: : : . _ _:_consumption
’ Quantity
Women's : : : : :
trousers: : E : : :
1978-—————- : 27,366 : 971 ; 14,380 : 40,775 : 35.3
1979—————— : 29,539 : 1,059 : 12,822 : 41,302 ; 31.1
1980-——-———- : 29,816 : 2,081 ; 14,003 : 41,738 : 33.6
1981-——————- H 33,122 : 1,405 15,378 : 47,095 : 32,7
1982-—————~: 33,750 : 738 : 17,446 : 50,458 : 34.6
Sweaters: : : H : :
1978-———~-—- : 10,762 : 57 11,754 : 22,459 : 52.3
1979—————— : 9,274 : 62 : 10,062 : 19,274 : 52.2
1980-+~——~—— : 8,658 : 132 : 12,490 : 21,016 : 59.4
1981-—————— H 10,464 122 : 12,420 : 22,762 : 54.6
1982-———-—- S 10,536 : 83 : 13,463 : 23,916 : 56.3
) Value
Women's : : H : :
trousers: : : : : :
1978-——~~—— : 1,895 : 29 : 479 2,345 20.3
1979 ——————=: 2,154 : 33 : 470 : 2,595 18.1
1980———~——- : 2,450 ¢ 35 ¢ 576 : 2,991 : 19.3
1981-——————=: 3,114 ¢ 30 : 723 : 3,802 : 19.0
1982-———-—-~: 3,239 : 22 : 769 3,986 : 19.3
Sweaters: : : : : H
1978-—~———~ : 774 3 572 : 1,343 42.6
1979—————- : 697 : 3 507 : 1,202 : 42.2
1980———-——- : 718 : 6 : 702 : 1,414 : 49.7
1981--——-—- : 898 : 6 : 788 : 1,680 : 46.9
1982-——--—- : 938 : 4 843 1,777 : 47 .4

Source: Compiled from official statistics of the U.S. Department of
Commerce.
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Because import quotas are based on quantity and not value, those countries
whose shipments are restricted, especially the leading sweater suppliers—-
Taiwan, Hong Kong, and Korea--shifted to higher priced sweaters to increase
their dollar volume of exports. In terms of quantity, imports of sweaters
captured their greatest market share in 1980 with 59 percent of the total, up
from 52 percent in 1978. The market share of imports then declined to
56 percent in 1982. From 1978 to 1980, imports of sweaters increased and U.S.
producers' shipments declined. From 1980 to 1982, imports increased more
slowly than domestic shipments; in terms of quantity, the increases were
8 percent and 22 percent, respectively.

The decline in consumption of sweaters in 1979 and 1980 resulted largely
from the increased popularity of mix-and-match fashion coordinates, which
include a jacket, and multiseason active sportswear such as warmup suits,
which replaced sweaters. The increases in 1981 and 1982 resulted from the
increasing popularity of sweaters, presaging 1983, "the year of the sweater.”

Conditions of competition.--The general consensus among Western observers
in the textile trade is that, at the present time, China's clothing exports
consist primarily of standard-quality, low-priced products, whose major
selling point is cheapness. An official of the Federgtion of Hong Kong
Garment Manufacturers placed Chinese garments at 6 to 10 percent lower in
price than items of comparable quality from other apparel-exporting
countries. 1/ Some of the Chinese exports sell in the medium-price range, in
particular some of the woolen sweaters, which are generally of higher quality
‘than most of the cotton and manmade-fiber products.

Faced with increasing quota restrictions on its apparel in both the U.S.
and European markets, China's opportunity for increasing export revenues lies
partly in product diversification, but mainly in the production of higher
quality products. . However, several factors are keeping the Chinese apparel
industry from penetrating the medium- to high-price market. Among the
problems are China's emphasis on mass-production targets, so that priority is
given to large orders and the delivery of smaller orders is delayed; the lack
of supporting factories for producing accessory items such as buttons and
zippers; and the lack of information on market conditions and trends. Most
export orders are now produced using design specifications and accessories
supplied by the buyers. Thus, the Chinese industry has not yet acquired the
experience and fashion sophistication to become a leading world apparel
supplier.

Men's and Boys' Shirts, Nightwear, and Underwear§ Women's, Girls',
and Infants' Knit Shirts (MSIC 2321)

Description and uses

This product group includes men's and boys' knit and woven shirts, '
(excluding work shirts), nightwear, and underwear. In addition, it includes
women's, girls', and infants' knit shirts, but not woven shirts or blouses.
Men's and boys' shirts are the predominant product, accounting for more than
half the value of domestic production and imports. In terms of domestic

1/ China Trade Report, September 1982, p. 10.
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production, these shirts account for nearly 60 percent of the total; men's and
boys’' underwear and nightwear, for about 20 percent; and women's, girls', and
infants' knit shirts, for about 20 percent. Imports of men's and boys' shirts
account for about 80 percent of total imports; men's and boys’ underwear and
nightwear account for 5 to 10 percent of total imports; and women's, girls’,
and infants' knit shirts, for 10 to 15 percent.

Most men's and boys' shirts are made in cut-and-sew shops (SIC 2321),
which produce shirts from both woven and knit fabrics. Shirts are also
produced in knit outerwear mills (SIC 2253), and, overall, the quantity of
knit shirts produced far exceeds the quantity of woven shirts produced. The
predominance of knit shirts is greatest in boys’ shirts, where knits account
for over 80 percent of the quantity produced. However, in dress shirts for
both men and boys, woven fabrics are the preferred material. A majority of
men's and boys' nightwear is made of woven fabrics, but most of the underwear
is knit. Nightwear is made primarily in cut-and-sew shops (SIC 2321); most
underwear is made in knit underwear plants (SIC 2254), though some is made in
cut-and-sew shops (SIC 2322).

Shirts chiefly of manmade fibers account for 72 percent of total
production of men's dress shirts, 65 percent of men's woven sport shirts, and
59 percent of knit sport shirts. Most of the remainder are cotton, plus small
quantities of wool, silk, or other fibers. Women's knit shirts are estimated
to be 50 to 60 percent of manmade fibers and 20 to 30 percent of cotton.

Men's nightwear is made primarily from woven cotton fabrics, but most boys'
nightwear is made from knit fabrics of manmade fibers. In underwear, men's
boxer shorts are predominantly woven fabrics of polyester/cotton blends, but
men's and boys' knit underwear (including T-shirts, athletic shirts, and
briefs) is mostly all cotton, with polyester/cotton blends accounting for much
of the remainder.

The U.S. industry

The value of U.S. shipments of the apparel articles described above was
$5.5 billion in 1981 (table 15). Preliminary data indicate that the value of
shipments in 1982 was only slightly lower. Men's and boys' shirts are
estimated to have accounted for more than $3 billion in 1982; women's, girls',
and infants' knit shirts, for about $1 billion; and men's and boys' underwear
and nightwear, for about $1 billion.

Establishments producing men's and boys' dress and sport shirts are
classified in SIC 2321, men's and boys' shirts and nightwear, if they are
engaged in manufacturing shirts from purchased woven and knit fabrics, or in
SIC 2253, knit outerwear mills, if they are engaged in knitting shirts from
yarn or making shirts from knit fabric produced in the same establishment.
Men's and boys' shirts account for about 95 percent of the value of shipments
in SIC 2321 and about 15 percent of the value of shipments in SIC 2253. Men's
and boys' nightwear is also classified in SIC 2321, but accounts for only
about 5 percent of total shipments.

The number of production workers engaged in making men's and boys' dress
and sport shirts is estimated to have declined from approximately 96,000 in
1980 to 87,000 in 1982, or by 9.4 percent. Production of cut-and-sewn shirts
is concentrated in Alabama, North Carolina, Tennessee, and Pennsylvania;
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output of knit outerwear shirts is concentrated in New York, Pennsylvania,
North Carolina, and Virginia. Some 600 firms are estimated to be engaged in
producing men's and boys' shirts, with two-thirds of the production accounted
for by 40 to 50 of the largest firms. Women's, girls', and infants' knit
shirts are made in both cut-and-sew shops (industries 2331 and 2361) and in
knit outerwear mills (industry 2253).

The average hourly earnings of production workers in plants classified in_
SIC 2321 increased from about $4.12 in 1980 to $4.64 in 1982 and, in late
1983, to about $4.75. Average earnings of workers in knit outerwear mills
were higher than in cut-and-sew shops, increasing from $4.69 in 1980 to about
$5.30 in 1983.

The ratio of payroll to value added in SIC 2321 ranged between 47 and
54 percent during 1977-81. From a high of 54 percent in 1979, the ratio
declined to 47 percent in 1981, New capital expenditures in the industry
averaged only about $400 per worker during the period, but increased to $500
in 1981. This compares with about $4,000 per worker for all manufacturing.

Knit outerwear mills (SIC 2253) employed 55,000 workers in 1981, down from

a recent high of 63,000 in 1978. Of these, only about 12,000 to 15,000 are
estimated to be engaged in producing men's and boys' knit shirts, and an
estimated 5,000 to 6,000 produce women's and girls' knit shirts. The
remainder are engaged in producing sweaters, dresses, and other knit
outerwear. New capital expenditures in SIC 2253 averaged about $715 per
employee annually during 1977-81. Knit underwear mills employed 22,000
workers in 1981, down from about 25,000 in 1978 and 1979. An estimated 60
percent of these workers are engaged in producing men's and boys' knit
underwear and nightwear.

U.S. imports

U,S8. textile imports from China a<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>