36TH QUARTERLY REPORT TO
THE CONGRESS AND THE

TRADE POLICY COMMITTEE
ON TRADE BETWEEN THE
UNITED STATES AND THE
NONMARKET ECONOMY
COUNTRIES DURING
JULY-SEPTEMBER
1983

USITC PUBLICATION 1468

'DECEMBER 1983

United States International Trade Commission / Washington, D.C. 20436



UNITED STATES INTERNATIONAL TRADE COMMISSION

COMMISSIONERS

Alfred E. Eckes, Chairman
Paula Stern
Veronica A. Haggart

Seeley G. Lodwick

Kenneth R. Mason, Secretary to the Commission

Office of Economics
John W. Suomela, Director

Trade Reports Division
Martin F. Smith, Chief

Report prepared by:

Office of Economics: Janet Whisler, Peter Pogany
Office of Industries: Robert Wallace, Philip Martello, Jacqueline Worrell,
Joseph Williams, Carl Seastrum, Marilyn Borsari

Statistical tables prepared by:

Office of Data Systems
Veronica Robinson, Office of Economics

Address. all communicatigns to
Office of the Secretary
United States International Trade Commission
Washington, D.C. 20436



CONTENTS

Page
Introduction-- , T atatat 1
Summary - - . : 3
" Third-quarter developments in trade between the United States and
the nonmarket economy countries - v fom o -~ 5
U.S. exports to the NME's ———— - 9
Food and live animals- o - 16
U.S.8.R. ‘ ‘ - - 17
China . e e 17
Eastern Europe - -
Crude materials e 19
Oilseed products —————- - - -- 19
Softwood logs—— - - - 19
Cotton : — : - rmemm—= 20
Manmade fibers Rt » 20
Machinery and transportation equipment--~ ————r —————— 20
Chemicals —— 24
- Other export development-—- - ———— -~ 25
U.8. imports from the NME's—————-——- . . - 26
Miscellaneous manufactured articles o e 31
Minerals fuels and lubricants---- ‘ - 32
Manufactured goods classified by chief materlal memm—— e e 35
Chemicals : e 38
Food and live animals , o 39
Machinery and transportation equxpment —— —r— 40
Third-quarter developments affecting U.S. commercial relatlons with
nonmarket economy countrles - ——— 43
New United States-China textile agreement—- - 43
Further steps to increase U.S. technology transfer to Chxna~~-~——— 44
New export guidelines T ~ 45
Negotiations on bilateral nuclear cooperation~———~ ————— 46
Secretary Weinberger's trip to China-- ‘ e —————— 48
New U.S.-U.S.S8.R. grain agreement e ———————— §§
Rescheduling of Poland’s debts - 49
U.S. administrative actions affecting imports from NME's—~-—~—-==- 50
Textiles from China : , 51
Chemicals from China-—- - - —— - 52
Certain textile and leather products: imports from China and
the U.S. market— . . o : -- 53
The Chinese textile and apparel indystry-——~--——- - -~ 54
Lace goods (MISIC 2292):
Description and uses - ‘ : mmrme 595
The U.S. industry-—————-———-m—mneme - - 55
U.S. imports 57
The U.S. market 59
Miscellaneous outerwear of textile materials (MSIC 2369):
Description and uses————- —— —— S — 60
The U.S. industry--————-—--vm—- : S— e 61
U.S. imports — - e 62
The U.8. market————-——-mnur e : —————— 64
Domestic consumption - - rmmm e ————— 4
Conditions of competition———————mmmmemmcm e ——— 66



CONTENTS

Men's and boys' shirts, nightwear, and underwear; women's,
girls', and infants' knit shirts (MSIC 2321):
Description and uses : — —
The U.S8. industry-- - NI
U.S. imports
The U.S. market
Women's, girls', and infants' coats, suits, and skirts
(MSIC 2337):
Description and uses-- ' ‘ —
The U.S. industry ‘ -
"U.8. imports - _—
The U.S. market. _—
Leather gloves (MSTC 3151):
Description and uses -
The U.S. industry—- —
The Chinese industry-———-eeeemeee——o -
U.S8. imports ———————— e -
The U.S8. market- - -
Handbags (MSTC 3171):
Description and uses - = _
The U.S8. industry------ - ———
The Chinese industry -
U.S. imports- : :
The U.S. market—————- — — —

Appendix A. Major items in U,8. trade with the nonmarket economy
countries - -———
Appendix B. Leading U.S. imports and exports in trade with the
nonmarket economy countries- —_——
Glossary——- - - — ~
Index - —-—
Figures

1. U.S. exports to the nonmarket economy countries (NME's), China, and
the U.8.S8.R., by quarters, 1980-1983 - o ———————
2. U.S. imports from the nonmarket economy countries (NHE’s). China, and
the U.S.S.R., by quarters, 1980-1983 - -
3. Relative shares of U.S. exports to the nonmarket economy countries,

1982 and January-September 1983----- ——— -
4. Relative shares of U.S. imports {rom Lhe nonmarketf economy
countries, 1982 and January-September 1983-—-—-—mommmmomm
Tables

1. U.S. merchandise Lrade with the world and with the nonmarket economy
countries (NME's), by quarters, July 1982-September 1983-————r——e—m-

2. U.S. exports to the world and to the nonmarket economy countries
"(NME's), by SITC sections, January-September 1982 and
January-September 1983 -————— e e e e e e e e e

il

66
67
69
72

73
73
76
77

78
78
79
81
82

83
84
85
85
87

89
105

137
139

14

29

10



10.
1.
12.
13.
14.
15%.
~ 1s.
»_1,7,

18.

CONTENTS

U.8. exports Lo the individual nonmarket. economy countries and
to the world, 1981-1982, January-September 1982, January-

September 1983, July-September 1982, and July-September 1983-————w--

U,S. exports Lo the nonmarket economy countries, by SITC sections,

- July-September 1983--

20 U.S. export ilems to the nonmarket economy countries (NME's)
which changed substantially, by Schedule B numbers, January-
September 1982 and January-September 1983

20 U.S. export items for which the nonmarket economy countrles (NME’'s)
collectively accounted for the largest market share in 1983, by
Schedule B numbers, January-September 1982 and January-

September 1983

U.S. imports from the nonmarket economy countrles, by SITC sections,
July-September 1983--

U.S. imports from the individual nonmarket economy countries and from
the world, 1981 and 1982, January-September 1982, January-

September 1983, July-September 1982, and July-September 1983-————-—-

20 U.8. import items from the nonmarket economy countries (NME's)
which changed substantially, by TSUSA numbers, January-

September 1982 and January-September 1983

20 U.S. import items for which the nonmarket economy countries (NHE's)
collectively accounted for the largest market share in 1983, by

" TSUSA items, January-September 1982 and January-September 1983-——-—-

U.S. imports from the world and (rom the nonmarket economy countries
(NME's), by SITC sections, January~8eptember 1982 and January-
September J983-~—»

Lace goods, n.e.s. (MSTC 2292): 1U.S. imports, Lotal and from China,
producers’ shipments, and apparent consumption, 1979-82, January-
June 1982, and Janpuary-June 1983 -

Outerwear of textile malerial, n.e.s. (MSTC 2369): 1U.S. imports,
total and f(rom China, producers' shipments, and apparent con-
sumption, 1979-82, January-Tune 1982, and January-June 1983-—-——mme=

Women's trousers and men's and women's sweaters: Producers' ship-
ments, exports of domestic merchandise, imports for consumption,
and apparent. consumption, 1978-82--

Men's and boys' shirts, nightwear and underwear; Women's, girls’
and infants' knit shirts (MSIC 2321): U.S. imports, total
and from China, producers' shipments, and apparent consump-

tion, 1979-82, January-June 1982, and January-June 1983-——————ee——o
Agreed limits under the United States-China bilateral textile
agreement, 1983 and 1987-- - _— —_—

Men's and boys' shirts, nightwear and underwear, and women's,
girls’, and infants' knit shirts: U.S. imports from China,
by type, 1980-82- - -

Women's, girls', and infants' coats, suits, and skirts (MSTIC 2337):
U.S. imports, total and from China, producers' shipments, and
apparent consumption, 1979-82, January-June 1982, and January-
June 1983~ e e e e e e

12

22

23

27

30

33

34

36

58

63

65

68

70

71



iv

CONTENTS

19. Gloves, leather (MSIC 3151): U.S. imports, total and from China,

producers' shipments, and apparent consumption, 1979-82,
January-June 1982, and January-June 1983--—- e e S

20. Women's handbags and purses (MSIC 3171): U.S. imports, total and

A-10.
A-11.
A-12.
A-13.
A-14.
A-15.

B_l .

B‘-I' .

B-5.

from China, producers' shipments, and apparent consumption,
1979-82, January-June 1982, and January-June 1983 -

Page

86

U.S. trade with all nonmarket economy countries, by SITC sections, .

1982, January-September 1982, and January-September 1983-———-——-
U.S. trade with China, by SITC sections, 1982, January-September
1982, and January-September 1983 ————— e
U.S. trade with U.S.S.R., by STTC sections, 1982, January—
September 1982, and January-September 1983-——-—————mmmmmmm
U.S. trade with Eastern Europe, by SITC section, 1982, January-
September 1982, and January-September 1983-——---m—mmm
U.8. Lrade with Albania, by STITC secl.ions, 1982, January-
September 1982, and January-September 1983-
U.8. trade with Bulgaria, by STTC sections, 19827, January-
September 1982, and TJanuary-September 1983 -——————cmemmmmmme e
U.S. trade with Cuba, by STTC sections, 1982, January- .
September 1982, and January-September 1983--—————-mmmmmmmm
U.8. trade with Czechoslovakia, by SITC sect.ions, 1982, January-
September 1982, and January-September 1983--- -
U.S. trade with East Germany, by SITC section, 1982, January—
September 1982, and January-September 1983-—-—— : - -
U.S. trade with Hungary, by SITC sections, 1982, January—
September 1982, and January-September 1983--- —————
U.S. trade with North Korea, by SITC section, 1982, January-
September 1982, and January-September 1983
U.S. trade with Mongolia, by SITC sections, 1982, January—
September 1982, and January-September 1983-————- -
U.S. trade with Poland, by SITC sections, 1982, January-
September 1982, and January-September 1983---—- -
U.8. trade with Romania, by SITC sections, 1982, January-
September 1982, and Jenuary-September 1983-—--—————- -
U.8. trade with Vietnam, by SITC sections, 1982, January-
September 1982, and January-September 1983-—- -——
Leading items exported to nonmarket economy countries (NHE's),
by Schedule B Nos., January-September 1982, July-September 1982,
and July-September 1982————- -—
Leading items imported from nonmarket economy countries (NME' s),
by TSUSA items, January-September 1983, July-September 1983,
and July-September 1982 -
Leading items exported to China, by Schedule B Nos.,
January-September 1983, July—September 1983, and July-
September 1982————————- -
Leading items imported from China by TSUSA items,
January-September 1983, July-September 1983, and July-
September 1982-—————————etmm e e
Leading items exported to the U.S.S.R., by Schedule B Nos.,
January-September 1983, July-September 1983, and July-
September 1982--- e e e e -

95
96
97
98
99

100

101

102

103

104
106
107
108
199

110



B-9.

B-10.

B-11.

B-12.

B"13 .

B-14.

B"'ls .

B"16 .

B-17.

B-18.

B-lg .

B-20.

CONTENTS

Leading items imported from the U.S.S.R., by TSUSA items,
January-September 1983, July-September 1983, and July-
September 1982- -

Leading items exported to Eastern Europe, by Schedule B Nos.,

January-September 1983, July-September 1983, and July-
September 1982

Leading items imported from Eastern Europe, by TSUSA items,

January-September 1983, July—September 1983, and July-
September 1982

Leading items exported to Albanla, by Schedule B Nos .
January-September 1983, July-September 1983, and July-

September 1982
Leading items imported from Alban1a. by TSUSA 1tems.
January-September 1983, July-September 1983, and July-

September 1982
Leading items exported to Bulgaria, by Schedule B Nos.,
January-September 1983, July—September 1983, and July-

September 1982 -
Leading items imported from Bulgaria, by TSUSA items,
January-September 1983, July-September 1983, and July-

September 1982
Leading items exported to Cuba, by Schedule B Nos.,
January-September 1983 July-September 1983, and July-

September 1982--
Leading items imported from Cuba, by TSUSA items,
January-September 1983, July-September 1983, and July-

September 1982-

Leading items exported to Czechoslovakla. by Schedule B Nos..

January-September 1983, July-September 1983, and July-

September 1982 -

Leading items imported from Czechoslovakia, by TSUSA items,

January-September 1983, July-September 1983, and July-
September 1982- ——— _—

Leading items exported to East Germany, by Schedule B Nos.

January-September 1983, July-September 1983, and July-
September 1982———- —_— —

Leading items imported from East Germany, by TSUSA ltems.
January-September 1983, July—September 1983, and July-
September 1982---

Leading items exported to Hungary, by Schedule B Nos s
January-September 1983, July-September 1983, and July-
September 1982--

Leading items imported from Hungary, by TSUSA items,
January-September 1983, July-September 1983, and July-
September 1982-—-—- :

Page

111

112

113

114

115

116

117

118

119

120

121

122

123

124

125



B-21.

B-22.

B-23.

B-24,

B-25.

B-26.

B-27.

B-28.

B-29.

B-30.

vi

CONTENTS

Leading items exported to Mongolia, by Schedule B Nos.,
January-September 1983, July-September 1983, and July-
September 1982-- - -

Leading items imported from Mongolia, by TSUSA items,

January-September 1983, July-September 1983, and July-

September 1982--

Leading items exported to North Korea, by Schedule B Nos.

January-September 1983, July-September 1983, and July-
September 1982

Leading items imported from North Korea, by TSUSA items,

January-September 1983, July-September 1983, and July-
September 1982

Leading items exported to Poland, by Schedule B Nos.,
January-September 1983, July-September 1983, and July-
September 1982-

Leading items imported from Poland, by TSUSA items,
January-September 1983, July-September 1983, and July-
September 1982-

Leading items exported to Romania, by Schedule B Nos.,
January-September 1983, July-September 1983, and July-

September 1982
Leading items imported from Romania, by TSUSA items,
January-September 1983, July-September 1983, and July-

September 1982--
Leading items exported to Vietnam, by Schedule B Nos.,

January-September 1983, July—September 1983, and July-

September 1982--

Leading items imported from Vietnam, by TSUSA items,
January-September 1983, July-September 1983, and July-
September 1982---

vi

12§
127
128
129
130

131

- 132

133

134

135



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 decre<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>