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NOTICE TO READERS

This series of reports was formerly entitled Trade Between the United States and the
Nonmarket Economy Countries. Please note that the report for this quarter covers trade and
other related developments through September 1991, before the official breakup of the Soviet
Union. For this report, data for the former Soviet Union include data for Estonia, Latvia, and
Lithuania. Subsequent reports will show trade with these countries separately, when the data
become available. In addition, tables showing total trade figures no longer include the
negligible trade reported for the countries that fall within the scope of this report but were
under trade embargo during the reporting period (Cambodia, Cuba, North Korea, and Vietnam).
Tables for these countries can be found in appendix D.
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Introduction

This series of reports by the United States
International Trade Commission (Commission) is made
pursuant to section 410 of the Trade Act of 1974
(19 U.S.C. 2440).! Readers of this series will notice
that the current report inaugurates a new title and
modifies the presentation of data for the monitored
countries. These changes—and changes to subsequent
reports—are made to reflect the recent political and
economic developments in the countries covered by the
reports.2

The countries covered by this series of reports
include both those listed in general note 3(b) of the
Harmonized Tariff Schedule of the United States
(HTS), subject to the generally higher statutory rates of
duty in column 2 of the HTS,? and several countries
accorded most-favored-nation (MFN) tariff status in
the general subcolumn of column 1 of the HTS,
namely, Czechoslovakia, Hungary, the People’s
Republic of China (China), and Poland.*

Section 410 requires that the reports in this series
be published once each calendar quarter, and that they
present data on the effect, if any, of imports from the
monitored countries on the production of like or
directly competitive articles in the United States and on
employment within industries producing those articles.
To fulfill this requirement, the Commission developed
an automated trade-statistics-monitoring system to
identify imports from these countries that have grown
rapidly and to measure the degree of penetration of
such imports. Because comprehensive data on the
production of the U.S. manufacturing sector are
compiled and published annually rather than quarterly,

! Sec. 410 requires the Commission to monitor the flow of
imports and exports between the United States and “nonmarket
economy countries” (NMEs). However, since a number of the
countries whose trade is covered under sec. 410 have rejected
central economic planning, the term “nonmarket economy” is no
longer used in this series of reports.

2 Political events unfolded at a particularly rapid pace in the
Soviet Union. On Sept. 3, 1991, the Soviet Union recognized the
independence of Estonia, Latvia, and Lithuania. On Dec. 1, the

le of Ukraine voted to separate from the Soviet Union. On
m 8, the republic of Ukraine joined with the republics of
Russia and Byelarus to form the Commonwealth of Independent
States (CIS), independent from the Soviet Union. By the end of
December, the Soviet Union was effectively dissolved, President
Gorbachev had resigned, and 11 of the remaining 12 Soviet
republics (Georgia did not participate) had announced their
independence from the old union and membership in the newly
created CIS.

3 As of Sept. 30, 1991, the following countries or areas were
enumerated in general note 3(b) of the HTS: Afghanistan,
Albania, Bulgaria, Cambodia, Cuba, Estonia, Laos, Latvia,
Lithuania, Mongolia, North Korea, Romania, the Soviet Union,
and Vietnam.

4 In 1981, Yugoslavia was dropped from the list of countries
covered by this series of reports. (U.S. Intemational Trade
Commission, 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 yublication 1188, Sept. 1981, p. 1, hereinafter 27th
Quarterly Report.) Since the reunification of Germany in 1990,
and beginning with the 66th Quarterly Report, U.S. trade with the
former East Germany is also no longer covered by these reports.

See section below, “Developments Related to MFN Status,”
for details on recent MFN developments.

the monitoring system is run only once each year.
However, every quarterly report presents import data
from the monitored countries and discusses trends that
may be significant for U.S. commerce.

This report focuses on U.S. trade with Bulgaria,
China, Czechoslovakia, Hungary, Poland, Romania,
and the Soviet Union, whose current levels of trade
with the United States are relatively significant.’
Although U.S. trade with Afghanistan, Albania, Laos,
and Mongolia is very small, exports to and imports
from each of these are shown and included in the totals
for “all monitored countries.” An important change
from previous reports is that the negligible trade
reported for the countries under U.S. trade embargo
(Cambodia, Cuba, North Korea, and Vietnam) is no
longer included in the total trade figures. Tables for
these countries can be found in appendix D.

Developments Related to MFN Status

In the early 1950s, the MFN status of virtually all
the countries covered by this report was suspended in
accordance with section 5 of the Trade Agreements
Extension Act of 1951, which provided that the
benefits of trade-agreement concessions were not to be
accorded to Communist countries.% Section 401 of the
Trade Act of 1974 reaffirmed the policy of denying
MFN tariff treatment to imports from these countries
with the exception of Poland, whose MFN trade status
had been restored in 1960.7 However, section 402 of
the Trade Act of 1974 authorizes the President to
extend MFN status to those countries that meet the
freedom-of-emigration requirement provided for in this
section (the Jackson-Vanik amendment) or to waive
full compliance with this requirement when he has
received certain assurances.® Waivers granted under
this procedure must be renewed annually.

The MFN status of several countries covered in this
report improved in 1991. The process of restoring the
MEFN status of Romania began. Czechoslovakia, like
Hungary in 1989, was released from the annual waiver
renewal procedure. Trade agreements providing for the
reciprocal extension of MFN treatment under the
waiver procedure were signed with Bulgaria and
Mongolia, and both countries were extended MFN
status. The trade agreement providing for MFN
reciprocity with Soviet Union was approved by the
U.S. Congress, but the agreement had not yet been
implemented when the Soviet Government was

5 For the current report, data for Estonia, Latvia, and
Lithuania are included in data for the Soviet Union. U.S. trade
with the Baltic nations will be shown separately when these data
become available.

6 Specifically, the provision applied to imports from the
Soviet Union and “any nation or area dominated or controlled by
the foreign government or foreign organization controlling the
world Communist movement.” Cuba was added to this group of
countries in May 1962, and Afghanistan's MFN status was
suspended by law in February 1986.

7 The MFN status of Yugoslavia, which was included in
earlier reports in this series, did not fall within the scope of the
1951 suspension.

Waivers resulting in MFN tariff treatment were extended to
Romania in 1975, to Hungary in 1978, and to China in 1980.



dissolved. Legislation was enacted that granted the
Baltic states of Estonia, Latvia, and Lithuania MFN
status directly, without the need of trade agreements
with the United States. China’s MFN status, although
debated in the U.S. Congress, remained unchanged.

The following sections summarize recent
developments that affected the MFN status of
individual countries monitored by this report series.?

Romania

In February 1988, the Government of Romania
informed the U.S. Government that it had decided to
renounce MFN status under the terms of section 402 of
the Trade Act of 1974, and the waiver and MFN
treatment extended to Romania were accordingly
allowed to expire on July 3, 1988. President Bush
issued a new waiver of the application of the
freedom-of-emigration requirement with respect to
Romania on August 17, 1991. This action, which was
followed on October 28 by the initialing of a new
U.S.-Romanian trade agreement, represented the
initiation of the process of restoring MFN status to
Romania.

Hungary and Czechoslovakia

On October 26, 1989, in response to a new
emigration law passed by the Hungarian Parliament,
the President reported to the Congress that Hungary
was in full compliance with the freedom-of-emigration
requirement of section 402. This determination
released Hungary from the need to have its MFN status
maintained in force through annual renewals of the
waiver. Czechoslovakia received MFN tariff treatment
under the waiver provision on November 17, 1990.!
On October 16, 1991, however, the President
determined that Czechoslovakia was in full compliance
with the freedom-of-emigration requirement, which
released it—like Hungary—from the annual waiver
renewal procedure. 1!

Bulgaria, Mongolia, and the Soviet Union

On January 22, 1991, President Bush issued a
Jackson-Vanik waiver for Bulgaria, and a bilateral
trade agreement with that country was signed on April
23, 1991. On January 23, 1991, a waiver was issued
and a trade agreement signed with Mongolia. On June
3, 1991, the President recommended to the Congress
that the waiver authority and the waivers in effect for
Bulgaria and Mongolia be continued for a year, and on

9 Since Poland’s MFN status was restored prior to the
enactment of the Trade Act of 1974, the Jackson-Vanik
amendment and other provisions of Title IV of the 1974 Trade
Act do not apply to Poland.

10 President Bush issued a Jackson-Vanik waiver for
Czechoslovakia in February 1990, and a bilateral trade agreement
providing for MFN reciprocity was signed in April 1990.

1 I\fmovcr. PL. 185?‘1582. signed into law on Dec. 4, 1991,
gives the President the authority to make a determination to
release Hungary and Czechoslovakia entirely from the
requirements of Title IV of the Trade Act of 1974. That
determination is pending.

June 25, 1991, he submitted the bilateral trade
agreements with Bulgaria and Mongolia—both of
which contain a provision for MFN treatment—to the
Congress for approval. The approving legislation for
both countries was passed by Congress on October 31,
1991, and signed by the President on November 13,
1991. The MFN status of Bulgaria became effective on
November 22, 1991, and MFN treatment was extended
to imports from Mongolia on November 27, 1991.

The June 3, 1991, recommendation to extend for a
year the Jackson-Vanik waiver authority for Bulgaria
and Mongolia also included the Soviet Union, for
which a waiver had initially been issued on December
29, 1990. This action permitted the Soviet Union to
remain eligible for export credit guarantees provided
by the U.S. Department of Agriculture for the purchase
of grains and other U.S. farm products and for the
export financing services provided by the U.S.
Export-Import Bank. The U.S.-Soviet trade agreement,
submitted by the President to Congress for approval on
August 2, 1991, provided for reciprocal MFN
treatment.!2

Estonia, Latvia, and Lithuania

On August 19, 1991, a series of extraordinary
political events began in the Soviet Union that
culminated in the recognition of the Baltic countries’
independence by Moscow and the diplomatic
recognition of their independence by Washington.!3
Accordingly, on October 9, the U.S.-Soviet trade
agreement was resubmitted and new resolutions to
approve it were introduced in the U.S. Congress that
omitted any references to the three Baltic nations.!4
Estonia, Latvia, and Lithuania were extended MFN
status separately, by legislation that terminated the
application of Title IV of the Trade Act of 1974 with

12 Although the U.S.-Soviet trade agreement was signed on
June 1, 1990, President Bush did not submit it to the Congress
for consideration until after the Soviet Union first passed a new
emigration law and passed laws improving its protection of
intellectual property rights. The delay resulted in a 14-month
interlude between the signing of the trade agreement and its
submission to Congress. For details on the U.S.-Soviet trade
agreement, see 65th Quarterly Report, pp. 17-18.

13 The United States never recognized the Soviet annexation
in 1940 of Estonia, Latvia, and Lithuania, but they were
implicitly included in the original U.S.-Soviet trade agreement
because the Soviet Union controlled most of their trade. In
submitting the U.S.-Soviet trade agreement to Congress for
approval, however, President Bush singled out the Baltics for a
separate but equal trade status, designed to distinguish them as
separate from the Soviet Union and to extend to them special
benefits such as technical assistance in trade and export
promotion.

14 Although President Bush sent the U.S.-Soviet trade
agreement to Congress on Aug. 2, it was not acted upon until
September when the body returned from its recess. Under
fast-track authority, Congress had 90 session days to act on the
agreement. However, the timeclock for approval was restarted on
Oct. 9, when new resolutions of approval (H.J. Res. 346/S.J. Res.
215) of the trade agreement replaced the earlier H.J. Res. 319 of
August. The new resolutions contained no references to Estonia,
Latvia, and Lithuania, newly recognized by the Soviet Union as
independent countries. H.J. Res. 346 granting MFN status to the
Soviet Union was enacted on Dec. 9, 1991. However, formal
approval of the agreement by the Soviet Union, required for MFN
status to become effective, did not take place before that
Government was dissolved.



regards to them.!5 Enactment of this legislation grants
the three Baltic nations MFN status directly, without
the need for waivers or the conclusion of bilateral trade
agreements with the United States.

China

Although the MFN status of most countries
covered in this report improved in 1991, China’s status
as a recipient of MFN treatment was the object of
critical debate in the Congress. After President Bush,
on May 29, 1991, submitted to the Congress a separate
recommendation for the renewal of the Jackson-Vanik
waiver for China, resolutions to disapprove it (HJ.
Res. 263/S.J. Res. 153) were introduced in both houses.
Both resolutions were eventually indefinitely
postponed. Meanwhile, separate bills were passed in
the House and Senate that would have prohibited the
President from recommending a renewal of the waiver
in mid-1992 unless China first fulfiled a
comprehensive set of conditions in the fields of human
rights, freedom of communication, and nuclear
nonproliferation. 16

In the HTS, as noted above, the MFN rates of duty
are set forth in the general subcolumn of column 1, and
the non-MFN rates applicable to products of designated
countries are set forth in column 2. The latter are, in
general, the full rates that were established by the
Tariff Act of 1930, and they are mostly substantially
higher than the corresponding column 1-general rates.
Hence, actual or potential U.S. imports from countries
without MFN status are affected in some measure by
the higher rates of duty set out in column 2.

Data Notes

Except as otherwise noted, the trade data in this
series of reports are compiled from official statistics of
the U.S. Bureau of the Census. Imports are imports for
consumption (the sum of directly entered imports plus
withdrawals from customs warehouses) at customs
value (generally equivalent to f.0.b. value at the foreign
port of export). Exports are domestic exports
(U.S.-produced goods) at f.a.s. value.

The trade data in this series are presented in terms
of the Harmonized System (HS). The detailed analysis
of imports is based on the six-digit subheadings of the
HTS, and that of exports is based on the six-digit
subheadings of the HS-based Schedule B (1990
edition). The analysis of aggregate trade levels and
trends is presented in terms of HTS and HS-based
Schedule B sections, and the discussion of this trade

15 The legislation was approved by the Congress in
November and signed into law by President Bush on Dec. 4,

991.

16 Bills H.R. 2212 and S. 1367 were introduced, respectively,
on May 2 and June 25, 1991. The conference version of the
measure (the United States-China Act of 1991, H.R. 2212) was
agreed to by the House on Nov. 26, 1991. Final Senate action has
been postponed until the 2d session of the 102d Congress.

also includes references to chapters gtwo-digit
numbers) and headings (four-digit numbers).!”

This quarterly report contains a summary of U.S.
trade with the monitored countries during
July-September and, where appropriate,
January-September 1991. The report also contains a
section on product groups imported from China
selected from among those identified by the 1991 run
of the automated East-West trade-statistics-monitoring
system: bicycles and costume jewelry. The
examination of each product group includes a
description of the U.S. industry, U.S. imports from
China and other sources, and the U.S. market. Such
information as could be obtained on these industries in
China is also included.

The U.S. International Trade Commission is an
independent, factfinding agency. Statements made in
the quarterly reports in this series do not necessarily
reflect the views of executive branch agencies and
should not be taken as an official statement of U.S.
trade policy. These reports are also done independently
of any other work conducted by the Commission, and
nothing in the reports should be construed to indicate
what the Commission’s determination would be if an
investigation were conducted under another statutory
authority.

Third-quarter Developments in
Trade Between the United States
and the Monitored Countries

Two-way merchandise trade between the United
States and the countries monitored by this report
increased by 27.8 percent, from $6.7 billion during
July-September 1990 to $8.5  billion during
July-September 1991.18 U.S. exports to the monitored
countries increased by 47.6 percent to $2.5 billion, and
imports from these countries grew by 21.0 percent to
$6.0 billion. (Total U.S. exports over the same period
increased by 8.0 percent and imports edged down by
0.1 percent.) The share of the monitored countries
among total U.S. exports increased from 1.9 percent
during the third quarter of 1990 to 2.6 percent during
the quarter under review, and the share of these
countries among total U.S. imports rose from 4.1
percent to 4.9 percent (table 1).

The U.S. deficit of $3.3 billion in trade with the
monitored countries during July-September 1990
increased to $3.5 billion during the third quarter of
1991. The U.S. deficit in trade with China grew from
$3.3 billion during the third quarter of 1990 to
$4.0 billion during the quarter under review. However,

17 The Harmonized System is a hierarchical coding system,
with the first two digits of a six-digit subheading representing one
of the chapters into which the sections are divided, the second
two digits representing a heading in a chapter, and the third two
digits representing the subdivision of a heading.

18 ’Iqre data on total U.S. trade with the countries monitored
by this report no longer include the embargoed countries (as of
Sept. 30, 1991, Cambodia, Cuba, North Korea, and Vietnam).
Data on the negligible U.S. trade with these four countries are

reported in app. D.



Table 1

U.S. trade with the world and with the monitored countries,' by quarters, July 1990-September 1991

1990 1991
July- October- January- April- July-
tem September December March June September
Value (million dollars)
U.S. world trade:
EXDOIE . v 500500 5500 508 5w 558 350 51 89,253 96,805 97,575 102,535 96,376
)10 RO S i O AR 122,667 130,834 114,703 118,282 122,489
BRIENCE' 7 o < i oo ot topmns s mn 85 s -33,414 -34,029 -17,128 -15,747 -26,113
Trade turnover (exports plus imports) .. 211,920 227,639 212,278 220,817 218,865
U.S. trade with monitored countries:
EXPDORS . s v o o 5 3608 @ wvmm s mms @ 5 1,703 1,831 2,665 2,501 2,513
Imports . ......coviiiiiiiiie 4,979 4,798 4,037 4,394 6,025
Balance ................cc...... -3,276 -2,967 -1,372 -1,893 -3,512
Trade turnover (exports plus imports) . . 6,682 6,629 6,702 6,895 8,538
Percent of total
Share of total U.S. trade accounted
for by trade with monitored countries:
EXPOMB . o raiaion sl i 80t wses i om i o 1.91 1.89 2.73 244 2.61
IMPONS ... +5 55 ns s ® svmsmem s 53 4.06 3.67 3.52 3.7 4,92

U.S.S.R. (including Estonia, Latvia, and Lithuania).

k AIghanistan, Albania, Bulgaria, China, Czechoslovakia, Hungary, Laos, Mongolia, Poland, Romania, and the

Note.—Import figures in this and all other tables in this report are Census-based imports for consumption at customs
value. Exports are domestic exports only, including Defense Department military assistance shipments, and are

valued on an f.a.s. basis.

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

the U.S. surplus in trade with the Soviet Union
increased from $82.4 million during the third quarter of
1990 to $502.5 million during the third quarter of 1991,
and the $36.4 million deficit in trade with Central and
Eastern Europe!? changed to a surplus of $3.6 million.

Two-way merchandise trade between the United
States and the monitored countries amounted to $22.1
billion during January-September 1991, up from $19.6
billion during the corresponding period of 1990. U.S.
exports to these countries increased by 7.9 percent over
this period, and U.S. imports from them grew by 16.1
percent. The U.S. deficit in trade with the monitored
countries increased from $5.3 billion during the first 9
months of 1990 to $6.8 billion during the
corresponding period of 1991. The U.S. deficit in trade
with China increased from $7.4 billion during
January-September 1990 to $8.6 billion during
January-September 1991, and the U.S. surplus in trade
with the Soviet Union declined from $2.1 billion to
$1.7 billion. In trade with Central and Eastern Europe,
however, the U.S. deficit of $38.0 million during the
first three quarters of 1990 changed to a surplus of
$142.5 million during the first three quarters of 1991.

19 Central and Easten Europe refers to Bulgaria,
Czechoslovakia, Hungary, Poland, and Romania.

Exports

U.S. exports to China amounted to $1.6 billion
during both the quarter under review and the previous
quarter, compared with $1.2 billion during
July-September 1990. U.S. exports to the Soviet Union
amounted to $702.2 million during the quarter under
review, up from $568.2 million during the previous
quarter and $294.4 million during the third quarter of
1990. U.S. exports to Central and Eastern Europe
amounted to $244.3 million during the quarter under
review, $355.4 million during the previous quarter, and
$246.8 million during July-September 1990. (For data
on total U.S. exports to each of the monitored countries
during July-September 1991, see table 2. Appendix A
shows the value and percentage distribution of U.S.
exports to the monitored countries by Schedule B
section and data on substantial changes in exports to
these countries and on their market share of U.S.
exports by Schedule B subheadings. Appendix B shows
U.S. exports by country and commodity section, and
Appendix C the leading export items by country.)

U.S. exports of vegetable products (sec.
2)—primarily corn, wheat, and other grains—to the
monitored countries decreased, from $2.3 billion
during January-September 1990 to $1.6 billion during
January-September 1991. Nevertheless, vegetable
products, with a 20.7-percent share of the value of
shipments, remained the leading commodity group



Table 2

U.S. exports to the individual monitored countries and to the world, 1989, 1990, January-September 1990,
January-September 1991, July-September 1990, and July-September 1991
(In thousands of dollars)

January-September— July-September—
Market 1989 1990 1990 1991 1990 1991
Afghanistan ........... 4,776 4,249 3,327 2,598 863 846
Abania ;. i ovisuas s 5,287 10,409 7,022 9,419 3,554 3,265
Bulgana . .coceseweeness 180,733 83,691 24,631 86,283 5,453 38,917
China ................ 5,775,478 4,775,734 3,628,505 4,482,257 1,156,664 1,562,278
Czechoslovakia ........ 51,287 85,300 48,275 81,881 18,937 23,271
HUNGAIY s s 565 vosmosin 119,305 151,643 93,085 205,443 26,296 36,888
LAOS 5 o6 915 1060557 s wimssse 341 M 439 812 431 27
Mongolia ............. 30 94 20 12,244 6 29
Poland ......ss:xs8m¢a 411,228 395,905 289,907 314,923 141,300 92,065
BOMania: -« s vemsi 155,312 367,792 320,492 163,472 54,832 53,206
USSR............... 4,262,336 3,071,629 2,700,181 2,319,380 294,401 702,222
Total' ,.; sowemaine im 10,966,113 8,947,216 7,115,883 7,678,714 1,702,736 2,513,014
Total, U.S. exports
totheworld ......... 349,432,947 374,536,647 277,731,148 296,486,277 89,252,876 96,376,045

Note.—Because of rounding, figures may not add to the totals shown.
Source: Compiled from official statistics of the U.S. Department of Commerce.

among U.S. exports to the countries monitored by this
report. Among the leading items exported to the
monitored countries, comn (Schedule B subheading
1005.90) was the top export item during
January-September  1991; wheat (Schedule B
subheading 1001.90) was the fourth leading item, and
soybeans (Schedule B subheading 1201.00) was the
eighth.

Com led U.S. exports to the Soviet Union during
January-September 1991, followed by soybean oilcake
(sec. 4, Schedule B subheading 2304.00) and wheat.20
U.S. comn shipments to the Soviet Union declined from
8.9 million metric tons (mt) ($1,046.3 million) during
the first 9 months of 1990 to 8.5 million mt ($922.0
million) during the corresponding period of 1991.2!
U.S. exports of corn to Central and Eastern Europe fell
from 1.0 million mt ($120.7 million) during
January-September 1990 to 0.5 million mt
($72.2 million) during the first three quarters of 1991
due 10 a drop in shipments to Romania and Poland.22

20 The values for com and wheat shown here may be slightly
higher than those shown in tables C-1, C-3, C-5, and C-7. Unlike
the data for com (Schedule B subheading 1005.90) and wheat
(Schedule B subheading 1001.90) shown in the app. C tables, the
figures for com shown above include com seed and those for
wheat include durum wheat.

21 U.S. credit guarantees for agricultural exports to the Soviet
Union amounted to $1,915 million at the end of fiscal year 1991.
Of this, $585 million was available for fiscal year 1992 on Oct.
1, 1991. On Nov. 20, 1991, the U.S. rtment of Agriculture
(USDA) announced that it would make available a further $1,250
million of export credit guarantees for the Soviet Union. Of this
sum, $500 million became immediately available and $250
million will become available on Feb. 1, 1992, on Mar. 1, 1992,
and on Apr. 1, 1992. The United States has also offered $165
million of food aid to the Soviet Union. (USDA Foreign
Agriculural Service official, interview with USITC staff, Dec. 2,

1991,
22 Worldwide U.S. exports of com amounted to 34.0 million
mt during January-September 1991.

U.S. wheat shipments to the Soviet Union declined
from 3.7 million mt ($542.5 million) during the first 9
months of 1990 to 2.5 million mt ($194.3 million)
during the first 9 months of 1991. Wheat shipments to
China amounted to 3.0 million mt ($412.5 million)
during the first 9 months of 1990 and to 2.9 million mt
($245.3 million) during the first 9 months of 1991.23

Machinery, mechanical appliances, and electrical
equipment (sec. 16), the second-ranking commodity
group among U.S. exports to the monitored countries,
increased from $1.2 billion during January-September
1990 to $1.3 billion during January-September 1991.
Shipments of these commodities to China increased
from $853.9 million to $875.0 million over the period,
to the Soviet Union from $221.2 million to $274.7
million, and to Central and Eastern Europe from $86.5
million to $180.9 million.

Chemical products (sec. 6), the third-ranking
commodity group among U.S. exports to the monitored
countries, increased from $861.4 million during
January-September 1990 to $1.2 billion during
January-September 1991. At $833.4 million, fertilizers
(ch. 31) remained the leading export in this category
during the first 9 months of 1991 and, following corn,
was the second largest U.S. export to these countries.
At $728.4 million, fertilizer shipments represented the
largest U.S. export to China during the first 9 months
of 1991. Shipments to China increased from $87.5
million during July-September 1990 to $245.1 million
during the quarter under review.

Vehicles, aircraft, and other transport equipment
(sec. 17), the fourth largest commodity group among
U.S. exports to the monitored countries, increased from

2 Worldwide U.S. exports of wheat amounted to 20.9 million
mt during January-September 1991.



$752.3 million during January-September 1990 to $1.0
billion during January-September 1991. Passenger
transport planes (Schedule B subheading 8802.40)
accounted for the bulk of these shipments. The United
States exported 19 passenger planes valued at $641.5
million to China and 3 planes valued at $89.0 million
to Hungary during January-September 199124
Passenger planes represented the third leading export to
the monitored countries, the first leading item among
exports to Central and Eastern Europe, and the second
among exports to China. Passenfer motor vehicles
(Schedule B subheading 8703.23) was the largest
single commodity among U.S. exports to Poland during
January-September 1991.

Textiles and textile articles (sec. 11), the fifth-ranking
commodity group among U.S. exports to the monitored
countries, increased from $423.7 million during
January-September 1990 to $465.2 million during the
corresponding period of 1991. Among these products,
raw cotton (heading 5201), which amounted to $289.5
million, was the fifth leading U.S. export to the monitored
countries and third leading item exported to China.

Imports

U.S. imports from China amounted to $5.6 billion
during July-September 1991, compared with $4.0
billion during the previous quarter and $4.5 billion
during the corresponding quarter of 1990. U.S. imports
from Central and Eastern Europe amounted to $240.8
million during the quarter under review, to $227.5
million during the previous quarter, and to $283.2
million during July-September 1990. U.S. imports
from the Soviet Union amounted to $199.7 million
during the quarter under review, to $165.0 million
during the previous quarter, and to $212.0 million
during July-September 1990. (For data on total U.S.
imports from each of the monitored countries during
the third quarter of 1991, see table 3. Appendix A
shows the value and percentage distribution of U.S.
imports from the monitored countries by HTS section
and data on substantial changes in imports from these
countries and on their market share of U.S. imports by
HTS subheadings. Appendix B shows U.S. imports by
country and commodity section, and Appendix C the
leading import items by country.)

Textiles and textile articles (sec. 11) maintained
their place as the first-ranking commodity group
among U.S. imports from the monitored countries,
representing 21.8 percent of the value of shipments
from these countries during January-September 1991.
Shipments in this commodity category from the
monitored countries amounted to $3.1 billion during
both January-September 1990 and the corresponding
period of 1991. U.S. imports of textiles and textile
articles from China increased by 2.7 percent, from $2.9
billion during the first 9 months of 1990 to $3.0 billion
during the corresponding period of 1991. At $1.7
billion, articles of apparel and clothing accessories, not
knitted or crocheted (ch. 62) remained the largest group

2 Worldwide U.S. exports of passenger planes in this
category numbered 323 during January-September 1991.

of products among shipments of textiles and textile
articles from China. Shipments in this apparel group
from China increased by 59 percent from
July-September 1990 to $698.4 million during the
quarter under review. Imtports originating in China
represented 15.7 percent of worldwide U.S. imports in
this apparel group during the first 9 months of 1991.2

U.S. imports of machinery, mechanical appliances,
and electrical equipment (sec. 16), the second-ranking
commodity group among U.S. imports from the
monitored countries, increased from $1.7 billion during
January-September 1990 to $2.2 billion during
January-September 1991. Shipments of these
commodities from China expanded from $1.7 billion to
$2.1 billion over the period, and those from Central and
Eastern Europe increased from $63.4 million to $80.6
million. Electrical equipment, sound recorders and
reproducers (ch. 85) was the leading product group
within this section among imports from China.
Shipments from China in this product group grew from
$1.3 billion during January-September 1990 to $1.6
billion during the corresponding period of 1991.

Footwear, headgear, and artificial flowers (sec. 12)
was the third-ranking commodity group among U.S.
imports from the monitored countries during
January-September 1991. Imports in this category
increased from $1.4 billion during the first 9 months of
1990 to $2.2 billion during the corresponding period of
1991. The growth in shipments from China, from $1.3
billion during January-September 1990 to $2.1 billion
during January-September 1991, accounted for this
increase. Imports of footwear from China (ch. 64) grew
from $1.1 billion to $1.8 billion over the period.
Footwear originating in China made up 25.4 percent of
worldwide U.S. imports in this product group during
the first 9 months of 1991.

U.S. imports of miscellaneous manufactured
articles (sec. 20), the fourth largest commodity group
among U.S. imports from the monitored countries,
increased from $1.8 billion during January-September
1990 to $2.1 billion during January-September 1991.
Imports from China accounted for nearly 99 percent of
these shipments and for the entirety of the increase.
Imports of toys, games and sports equipment (ch. 95)
originating in China increased from $1.6 billion during
January-September 1990 to $1.7 billion during the
corresponding period of 1991. In this product group,
shipments from China made up 31.7 percent of
worldwide U.S. imports during the first 9 months of
1991.

5 Imports of most textile and apparel products from China
are subject to quotas specified by the United States-China
bilateral textile agreement. Under the agreement, imports
classified into 80 product categories are subject to specific
quotas that are increased at annual rates of 2 to 4 percent. At the
end of ber 1991, only 5 of the specific quotas were more
than 85 percent filled. Product categories not covered by specific
guous are classified into three groups, each capped by a quota.

ince several products are covered by each group quota,
shipments of certain products can occur at the expense of others
in each group. Group quotas are increased at an annual rate of
5.2 to 6.0 percent under the existing bilateral agreement. At the
end of September 1991, all three fill rates were under 50 percent.
(USITC Division of Textiles and Apparel.)
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Table 3

U.S. imports from the individual monitored countries and from the world, 1989, 1990, January-September
1990, January-September 1991, July-September 1990, and July-September 1991
(In thousands of dollars)

January-September— July-September—

Source 1989 1990 1990 1991 1990 1991
Afghanistan ........... 3,821 5314 4,901 2,342 2,083 747
Abania............... 2,815 2,197 1,934 2,215 192 1,225
Bulgaria .............. 57,331 42,897 34,307 29,078 11,030 7,440
China ..uiuviveesmiins 11,859,172 15,119,852 10,983,003 13,128,757 4,479,926 5,582,404
Czechoslovakia . ....... 82,117 79,014 57,765 99,536 20,857 39,641
Hungary .............. 326,694 345,273 251,354 265,731 82,632 87,773
Laos ................. 821 365 231 1,837 167 416
Mongolia ............. 1,088 1,766 1,714 203 1,040 18
Poland ............... 362,862 401,323 294,347 260,705 107,643 89,426
Romania ............. 348,201 221,949 176,583 54,492 61,071 16,511
USSR ... 690,891 1,031,918 647,641 611,715 212,005 199,723

Total oivcweivinnes 13,735,811 17,251,869 12,453,779 14,456,611 4,978,646 6,025,324
Total, U.S. imports

fromtheworld ....... 468,012,021 490,553,739 359,719,660 355,473,761 122,666,694 122,488,763

Note.—Because of rounding, figures may not add to the totals shown.
Source: Compiled from official statistics of the U.S. Department of Commerce.

U.S. imports of hides, skins, travel goods, and declined from $188.9 million during

handbags (sec. 8), the fifth largest commodity group
among U.S. imports from the monitored countries,
increased from $675.1 million during
January-September 1990 to $827.0 million during
January-September 1991. Imports from China
increased from $656.4 million to $818.2 million over
the period. Among section 8 commodities imported
from China, shipments of leather articles, travel goods,
handbags, and similar containers (ch. 42) increased
from $645.1 million during the first 9 months of 1990
to $804.3 million during the corresponding period of
1991. In this product group, shipments from China
made up 284 percent of worldwide U.S. imports
during the first 9 months of 1991.

U.S. imports of mineral products (sec. 5), the
sixth-ranking commodity group among U.S. imports
from the monitored countries, edged down from
$767.9 million during January-September 1990 to
$753.0 million during January-September 1991.
Imports in this category originating in China increased
from $469.1 million to $565.7 million over the period.
Crude petroleum shipments (heading 2709) from China
increased from $363.5 million during
January-September 1990 to $451.2 million during
January-September 1991, and shipments of refined
petroleum products (heading 2710) from China
increased from $28.0 million to $36.4 million over the
period. The precipitous decline in U.S. mineral product
imports from Central and Eastern Europe, from
$109.4 million during the first three quarters of 1990 to
$2.7 million during the corresponding period of 1991,
was largely attributable to the decline in shipments of
refined petroleum products from Romania. Imports of
mineral products originating in the Soviet Union

January-September 1990 to $184.6 million during
January-September 1991. Whereas Soviet shipments of
refined petroleum  products dropped from
$188.8 million to $159.2 million over the period,
shipments of uranium ores and concentrates (HTS
su};lt;eading 2612.10) increased from nil to $22.9
million.

Imports From China and
Competitive Conditions in the U.S.
Market: Further Examination of
Product Groups Identified by the
East-West
Trade-Statistics-Monitoring System

In the 67th Quarterly Report, the Commission
presented updated findings of its [East-West
Trade-Statistics-Monitoring System. This automated
import-monitoring system, which has been run
annually since 1982, is designed to address a legislative
requirement that the Commission’s reports on U.S.
trade with the countries covered in this series provide
data on “the effects of such imports, if any, on the
production of like, or directly competitive, articles in
the United States and on employment within the
industry which produces like, or directly competitive,
articles in the United States.”26 All of the countries
whose trade is monitored in this report were included
in the 1991 run of the import-monitoring system.

Since statistics on U.S. trade and U.S. production
are not collected on the basis of a common

% 19 U.S.C. 2440.



nomenclature (numbering system) or at the same level
of detail, the monitoring system aggregates the import
data into product groups that correlate with an
import-based version of the Standard Industrial
Classification (SIC) referred to as MSIC. In the 1991
run of the monitoring system, the identification of
those product groups that might warrant closer
examination was based on the following criteria: (1)
import penetration of greater than 2 percent by a
product group from a monitored country during 1990
in conjunction with import penetration of greater than
20 percent from all sources, and (2) import growth of
that product group from the monitored country of at
least 15 percent in value from 1989 to 1990 and from
January-June 1990 to January-June 1991.27

The monitoring system identified a total of eight
three-digit MSIC categories that met both criteria—all
of them product groups imported from China. Two of
these categories—motorcycles and bicycles (MSIC
375) and costume jewelry and costume novelties
(MSIC 396)—were then selected for further
examination, mainly because both showed significant
growth rates in the value of China’s shipments to the
U.S. market during the periods monitored and neither
had been examined in previous reports in this series.28

After a detailed review of import data in the
categories selected, the coverage of both has been
modified to include in the examination of the product
groups only that part of each that accounted for most of
the imports from China in recent years, bicycles and
costume jewelry. During the period from 1989 through
September 1991, bicycles accounted for 95 percent of
the value of U.S. imports from China in MSIC 375 and
costume jewelry accounted for 91 percent of the value
of imports from China in MSIC 396.

Each section includes a description of the product
group and a discussion of the U.S. industry, U.S.
imports from China and other sources, and the U.S.

27 For more information on the data sources and
methodology, see 67th Quarterly Report, pp. 15 and 18-19.

28 The six other categories identified by the 1991 run of the
system were cotton broad woven fabrics (MSIC 221); women’s,
girls’, and infants’ undergarments (MSIC 234); rubber or plastic
footwear (MSIC 302); nonrubber footwear (MSIC 314); ceramic
sanitary and industrial wares (MSIC 326); and watches and clocks
(MSIC 387). The growth rates reported by the monitoring system
for imports of watches and clocks from China during the periods
covered by the 1991 run were much higher than those for the two

roduct groups selected. However, according to the U.S.
partment of Commerce, the data on trade in this category
contained errors that resulted in a significant overestimation of
imports from China and all sources. These errors, which occurred
when the TSUSA import-classification system was converted to
the HTS system, were not completely corrected until June 1991.

During the periods covered by the 1991 run of the
monitoring system, the growth rates for imports from China of
both rubber or plastic footwear and nonrubber footwear were
comparable to or higher than those of the two categories selected.
However, an examination of footwear imports from China and
competitive conditions in the U.S. market was presented in two
earlier reports, the 64th Quarterly Report, pp. 20-29, and the 66th
Quarterly Report, pp. 20-30. Although the growth rates were
lower for the remaining imports from China identified by the
monitoring system, these product groups may be examined in
subsequent reports. For the complete results of the 1991 run of
the monitoring system (including tables), see 67th Quarterly
Report, pp. 19-31.

market. To the extent information could be obtained,
the industry in China is also discussed.

Bicycles

Description and uses

Bicycles are two-wheeled vehicles, propelled by
riders and used for transportation, recreation, ‘and
exercise. Bicycles are available in a wide variety of
types, models, and sizes. For a number of years,
lightweight bicycles were the most popular type sold.
On most lightweights, the front and rear wheels have
the same diameter, generally 26 or 27 inches (about 70
cm), and narrow tires. Lightweights have multiple
speeds, typically 10, 12, 15, or more in number. They
frequently have the dropped handlebars characteristic
of racing bicycles and usually weigh less than 16.3
kilograms.

Currently, the most popular style sold in the United
States is the mountain bicycle (MTB), accounting for
over half of all sales. The MTB, like the lightweight,
has large diameter wheels, multiple gears, and often
has high-quality, lightweight tubing. However, the
frame is more rugged, the handlebars are for upright
riding, the saddle (seat) is often more comfortable, and
the tires are wider to absorb the shock of off-road
riding. Variations on the true MTB built for off-road
use have been developed for a variety of purposes, such
as city riding, and are sold as MTBs, all terrain
bicycles, and city bikes. The fastest growing type
during the past year has been the hybrid/cross bike. A
trade source suggests calling this a town-and-country
bike.

Another popular style in recent years, which has
begun to lose favor, is the BMX (bicycle motocross)
bicycle. It is usually equipped with knobby tires 20
inches (about 50.8 cm) in diameter and 2-1/8 inches
across, designed to make the bicycle look like
motorcycles used in motocross racing. Another style
sold to children is the high riser. It comes equipped
with tires 20 inches in diameter and 1-3/4 inches
across, extended handlebars, handlebar grips,
single-speed coaster brakes, chain guards, fenders, and
elongated saddles raised on adjustable scat braces.
Most weigh from 36 to 39 pounds. Finally, bicycles
with a wheel diameter less than 50 cm (about 19.7
inches) are known in the industry as sidewalk bicycles
because they are not designed for riding on streets.?®

The major commercial-size domestic
manufacturers of bicycles use a similar production
process. The quality of components, grade of steel for
tubing, and the care in welding and finishing operations
varies from one manufacturer to another, depending on
the model and market being served. The number of
bicycle parts produced by each bicycle manufacturer
also varies considerably. However, to be a
“manufacturer” of  bicycles, U.S. industry
representatives have generally taken the position that

2 The bicycle industry does not consider these bicycles to be
competitive with bicycles with wheels over 50 cm in diameter.
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the firm must at least produce the frame. Various
welding processes are used, including brazing with
lugs. Lugs are small metal sleeves that are fitted to the
tubes prior to brazing. The lugs act as braces where the
tubes are fitted together. Only a small portion of
U.S.-made bicycles are lugged, but most imported
lightweight bicycles are lugged.

Domestic manufacturers rely heavily on domestic
and foreign manufacturers for many parts of bicycles.
Some parts, such as three-piece cotterless-type crank
sets and coaster brakes, are no longer produced in the
United States and enter duty free under temporary
legislation.

The U.S. industry

Ten firms, consisting of nine manufacturers and
one assembler, accounted for virtually all of the
domestic output of bicycles in 1990. According to its
annual public report, Huffy Bicycle Co. (Huffy) had a
30-percent-plus share of the total U.S. market in 1990,
or about 50 to 55 percent of U.S. producers’ shipments.
Together, Huffy, Murray Ohio, and Roadmaster (the
three members of the Bicycle Manufacturers
Association of America, Inc. [BMA]) supplied between
70 percent and 85 percent of such shipments. Total
estimated employment in the bicycle industry
amounted to between 3,000 and 4,000 employees in
1990. Huffy’s annual report for 1990 showed its
employment totaled approximately 1,700 workers. In
recent years, the major U.S. bicycle manufacturers
were as follows:

Company Location

Cannondale Corp. Bedford, Pennsylvania

Columbia Manufacturing Westfield, Massachusetts

Huffy Bicycle Co. Celina, Ohio

Kearny, New Jersey, and
Brooklyn, New York

Kent International

Murray Ohio Lawrenceburg, Tennessee
Raleigh Cycle
Co. of America Kent, Washington
Roadmaster Olney, lllinois
Schwinn Bicycle Co. Greenville, Mississippi, and
Waterford, Wisconsin
Trek Bicycle Corp. Waterloo, Wisconsin

A trade source recently reported that Columbia
Manufacturing has ceased producing bicycles. Kent
International (Kent) ceased making bicycles in the
United States in July 1991 and announced that it
planned to expand its already extensive import
program. Schwinn Bicycle Co. (Schwinn) closed its
plant in Greenville, Mississippi, in October 1991,
stating that it could not compete with U.S. imports of
bicycles from Asia. Schwinn’s remaining small plant in
Wisconsin produces a limited number of very
expensive bicycles. Schwinn plans to rely entirely on
imports from a variety of sources, including China,
Taiwan, Japan, Germany, and Hungary. Schwinn has
invested in joint-venture bicycle production plants in
China and Hungary.

The one remaining major U.S. assembler of
bicycles in 1990 was Bicycle Corp. of America,
located in Allentown, Pennsylvania. In addition, there
were numerous small specialty frame builders that
manufactured limited numbers of bicycles to standard
specifications and to the requirements of individual
riders.

In recent years, Huffy has made substantial
investments in equipment to improve productivity.
Murray Ohio, a subsidiary of Tompkins PLC of Great
Britain, has renewed its commitment to invest in
domestic plant and equipment upgrades after having
failed in a joint-venture investment in a bicycle plant in
Korea.

Estimated U.S. producers’ shipments of bicycles,
except sidewalk bicycles, fell from 5.3 to 4.5 million
units (from $465 million to $420 million) during
1986-88, then increased to 6.0 million units (valued at
$600 million) in 1990 (table 4). Shipments continued to
grow, rising from 4.6 million units during
January-September 1990 to 5.6 million units during
January-September 1991. Some industry sources report
that inventories are high in the U.S. market, but U.S.
firms supplying mass merchandisers have continued to
register good sales in recent months.

The industry in China

China is the largest producer and consumer of
bicycles in the world. An estimated 1,000
manufacturing facilities located throughout China
produced bicycles and related products in 1990.
Virtually none of these facilitiecs meet international
standards for production engineering and quality. The
Government of China estimates that domestic demand
is about 32 to 33 million bicycles annually. Estimated
Chinese production and exports of bicycles during
1986-90 are shown in table 5. :

Production reportedly increased by 3 to 5 million
bicycles annually starting in 1979 and reached an
historic peak of 41.4 million units in 1988. Sources
estimate that China’s production of low-priced bicycles
exceeded demand by 20 million units during 1986-89
and resulted in an immense inventory buildup. An
estimated 300 million units are currently in use by the
domestic population, and the Chinese Government
believes that demand in urban areas is saturated.
Current Government policy reportedly is now aimed at
stimulating demand in the rural population of about
800 million people. However, the average cost of a
bicycle, about 200 yuan, reportedly equals about 1 or 2
months wages for most workers. In 1990, faced with
excess production and the continued growth of
inventories, the Government of China began to
consolidate production of well-known brands into
national production centers and gave marginal factories
three options: closing, suspension of operations, or
conversion to other products. It set a target production
goal of 32 million units.
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Table 4

Certain bicycles:' U.S. imports, total and from China, U.S. producers’ shipments,? and U.S. apparent consumption,® 1986-90, January-September 1990, and

January-September 1991
January-September—
Item 1986 1987 1988 1989 1990 1990 1991
Quantity (1,000 bicycles)
TotalU.S.impors .. . . oo cisssswmsssvemeses sasss 7,008 7,362 5,434 5,308 4,786 3,516 3,039
U.S.importsfromChina................coinnnn.. 1 32 119 329 470 296 522
U.S. producers’ shipments* ....................... 5,275 5,211 4,451 5,322 5,980 4,632 5,565
U.S. apparentconsumption .............coiiiunnnnn 12,264 12,542 9,771 10,497 10,510 7,987 8,337
Value ($1,000)°
TotalU.S.imports . .. ...cooviiiniiiiinennnennn. 486,431 585,424 488,311 501,912 519,987 375,607 339,984
U.S.importsfromChina................ccovvunn.. 26 1,406 4,377 16,901 27,707 16,094 34,657
U.S. producers’ shipments® . ...................... 465,000 465,000 420,000 525,000 600,000 W) C)
U.S. apparentconsumption .....................n. 949,606 1,047,978 900,609 1,014,895 1,088,625 () (@]
Percent of quantity
Ratio of—
Imports from China to total imports ............... ® ® 2 6 10 8 17
Total imports to apparent consumption. ............ 57 59 56 51 46 44 36
Imports from China to apparent consumption ....... ©) ® 1 3 4 4 6
Percent of value
Ratio of—
Imports from China to total imports ............... ® @ 1 3 5 4 10
Total imports to apparent consumption . ............ 51 5 54 49 48 ) )
Imports from China to apparent consumption ....... ® ® 1 2 3 ) )

! Does not include sidewalk bicycles with wheel diameters under 50 cm (19.7 inches).
2 Producers’ shipments less net change in producers’ inventories equals production.

3 Apparent consumption equals producers’ shipments less exports plus imports.

4 Estimated by the Bicycle Manufacturers Association of America, Inc.

5 Represents the landed duty-paid value, which includes the cost of the goods plus freight, insurance, and duties paid.

6 Estimated by the staff of the U.S. International Trade Commission.

7 Not available.
8 Less than 0.5 percent.

Source: Compiled from official statistics of the U.S. Department of Commerce, except as noted.



Table 5
Bicycles: Chinese production and exports, 1986-90

Ratio

of exports to
Year Production Exports production

1,000 bicycles——— Percent

OB s 0 Pt 12 5.7 016 s et 8 A 51 35,70 : D)
VOO7 - civan v moim o5 50 5058 S8 0 0k 5 5 5 5 bl it i 41,167 820 2
TOBB <. v i v wis e s 3 58 8 wge 8 41,401 1,510 4
L L N T . I S T 36,768 2,450 7
VOO0 oo b saron sty tas .55 5 e ¥ cwimcnFag o v a1 e s oo o o8 30,000 2,500 8

1 Not available.

Source: Cycle Press International, June 1990, p. 30, Cycle Press International, July 1991, p. 23, and China Customs

Clearance Statistics.

China is now the second largest exporter of
bicycles in the world after Taiwan. The Government of
China has encouraged growth of exports to obtain
foreign exchange. To this end, it has sought foreign
investment and technical expertise in the bicycle and
parts industries. Three bicycle firms, China Bicycle Co.
(CBC), Asia Bicycle Co. (ABC), and Xiamen
Euro-Bike (Xiamen), all joint ventures with foreign
firms located in special economic zones (SEZs), are
now considered to meet world standards for quality and
are exporting to the developed world. All three
reportedly use high-quality imported equipment. All
three have estimated average monthly wages exceeding
the national average: CBC, 900 yuan; ABC, 550 yuan;
and Xiamen, 500 yuan.

In late 1987, Schwinn reportedly invested
$5.4 million in CBC, located in the Shenzhen SEZ just
north of Hong Kong, and became equal partners with
Hong Kong Bicycle and China’s Shenzhen Light
Industry Co.30 In 1988, CBC reportedly received a
$5 million loan from the International Finance
Corporation, a subsidiary of the World Bank. In early
1990, CBC announced plans to expand production to
12 million bicycles, and it recently completed a second
assembly plant reported to have a potential capacity of
3 million units. The work force amounted to an
estimated 1,150 employees in 1989. Estimated
production reached 1.1 million units by 1990, and 95
percent of this output was exported. CBC exported
bicycles to 18 countries, with 45 percent going to
Europe and 35 percent to the United States. About half
of the parts used in the manufacture of CBC bicycles
are imported.

ABC is also located in the Shenzhen SEZ in She
Kou Industrial Zone. It is a joint venture consisting of
Shanghai Bicycle, China Merchants Group (a large
State-owned enterprise that is the proprietor of the She
Kou Industrial Group), and Grand Bicycle of Hong
Kong (a trading company). Production was reportedly
100,000 units in 1990, of which 40 percent was
exported. Estimated employment totaled 520 workers.
About 70 percent of the parts used by ABC are
supplied by Japan and Taiwan.

30 Production capacity for all manufacturers in Shenzhen was
estimated at 4.5 million bicycles in 1991.

To supply CBC and ABC, nearly 50 parts suppliers
from Taiwan reportedly established facilities in
Shenzhen. The building of the second CBC factory was
cited as the major factor encouraging this move. The
largest Japanese front-fork producer also constructed a
facility there. The second largest bicycle company in
Taiwan, Merida, recently completed a facility in
Shenzhen. Merida’s plant is reported to have a capacity
of 0.6 million bicycles, with the firm aiming for
eventual annual production of 1.8 million. Several
smaller bicycle producers from Taiwan have also
established plants in Shenzhen. In addition, the largest
producer from Taiwan, Giant, has done feasibility
studies on locating a plant in China.

Xiamen Euro-Bike was founded as a three-nation
joint venture in June 1987. Xiamen Bicycle of China,
B+B Produktions-& Industriebeteiligungs GmbH of
Germany, and Goldwood International (Goldwood) of
Hong Kong (a subsidiary of the Bank of Buana based
in Indonesia) formed the venture. The city of Xiamen
is directly across the Formosa Straight from Taiwan,
and it is believed that this proximity will encourage an
influx of parts suppliers from Taiwan. Total annual
production capacity amounted to about 250,000 frames
and 150,000 bicycles in 1991, with about 50 percent of
production exported, mostly to Europe. Xiamen
employs about 250 workers. These are high-end
products making extensive use of high-quality
imported parts. Several bicycle-parts suppliers from
Taiwan have also constructed factories in the city of
Xiamen, as has Jee Ann, a bicycle manufacturer from
Taiwan.

The European Bicycle Manufacturers Association
(EBMA) filed a dumping complaint in September 1991
against bicycle manufacturers in China, alleging that
bicycles from China were being dumped in the
European Community (EC). The investigation is
expected to take about a year, but interim measures
have been taken. As of September 10, 1991, the EC
began to assess a 17-percent duty on imports of
bicycles from China. Previously, bicycle imports from
China entered the EC duty free. The EBMA reportedly
had complained that imports into the 12 EC member
countries from all Asia suppliers had increased from
787,000 units in 1987 to 4,039,000 units in 1990. The
Chinese Government has reportedly reacted to the
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increased duties and dumping investigation by banning
new foreign investment in factories producing bicycles
or parts in China and by banning even increased
investment by firms already established in China.

U.S. imports from China and other sources

U.S. imports of bicycles are classified for tariff
purposes in subheadings 8712.00.15-8712.00.40 of the
HTS. The column-1 general (MFN) rates of duty, which
apply to imports from China, ranged from 5.5 percent to
15 percent ad valorem in 1991. The special rates of duty
applicable to bicycle imports from Canada ranged from
3.8 percent to 10.5 percent ad valorem in 1991. All U.S.
imports of bicycles entering under the provisions of the
Caribbean Basin Economic Recovery Actand those from
Israel entered free of duty.

U.S. import channels for bicycles are directed at the
two major markets for bicycles, mass merchandisers and
small independent bicycle dealers. Importers include
firms importing for their own customers (often major
mass merchandisers, discounters, or specialty stores),
wholesale distributors importing to supply small
independent bicycle dealers, and forwarders importing
for the account of others.

On a landed duty-paid basis, total U.S. imports of
bicycles®! expanded irregularly from $537 million in
1986 to $592 million in 1990, a 10-percent increase
during the period; however, the quantity declined from
8.6 million bicycles to 7.0 million, a 19-percent decrease
(table 6). Both the quantity and value peaked in 1987 at
9.5 million bicycles, valued at $656 million. Total U.S.
imports of bicycles decreased in quantity and value from
January-September 1990 to January-September 1991,
from 5.0 million, valued at $427 million, to 4.2 million,
valued at $377 million.

As the quantity of total U.S. imports of bicycles
decreased during 1986-90, the share accounted for by
sidewalk bicycles in both total U.S. imports of bicycles
and total imports from China increased in terms of both
quantity and value (table 7).32 Sidewalk bicycles
accounted for 31 percent of the quantity and 12 percent of
the value of U.S. imports of bicycles from all sources in
1990, up from 19 percent and 9 percent, respectively, in
1986. China experienced an even greater increase in the
share accounted for by sidewalk bicycles, which reached
47 percent of the quantity and 31 percent of the value of
total U.S. imports of bicycles from China in 1990.
However, the importance of sidewalk bicycles from
China decreased from January-September 1990 to
January-September 1991, as the share of the quantity
decreased from 47 percent to 37 percent and the share of
the value decreased from 32 percent to 21 percent. The

31 Including sidewalk bicycles with wheel diameters under 50
cm (19.7 inches).

2 BMA does not include U.S. imports of sidewalk bicycles
in total imports of bicycles because it does not consider such
bicycles to be competitive with bicycles having wheels over 50
cm in diameter. Thus, it does not include sidewalk bicycles in its
estimates of total U.S. producers’ shipments of bicycles.
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share of sidewalk bicycles in U.S. imports of bicycles
from all sources decreased slightly over the same
period.

Although Taiwan’s share of the total quantity of
U.S. imports of bicycles decreased from 85 percent to
71 percent during 1986-90, its share of the total value
increased from 74 percent to 79 percent, making it by
far the largest exporter of bicycles to the U.S. market.
Its shares of total quantity and value were virtually
unchanged from the first 9 months of 1990 to the
corresponding period of 1991. The quantity of U.S.
imports of bicycles from Taiwan decreased irregularly
from 7.3 million to 4.9 million during 1986-90, and
further decreased from 3.5 million during
January-September 1990 to 3.0 million during
January-September 1991. The value of such imports
increased irregularly from $400 million to $468 million
during 1986-90, but decreased from $340 million to
$297 million during the most recent partial-year
periods reported. Both the quantity and value of U.S.
imports of bicycles from Taiwan peaked in 1987 (at 7.5
million valued at $500 million), the peak year for total
U.S. bicycle imports. The average unit value of all
bicycles from Taiwan increased from $54.82 to $95.19
during 1986-90, and further increased to $99.29 during
January-September 1991.

This erosion of Taiwan’s market share on a
quantity basis was attributable to a number of factors.
Industry sources report that wage rates have risen in
Taiwan and that appreciation of the New Taiwan dollar
against the U.S. dollar has caused U.S. importers to
seek lower cost suppliers, such as China, Thailand, and
Indonesia. Manufacturers in Taiwan reportedly have
shifted to higher quality, more expensive bicycles in
domestic production and have invested heavily in
plants in China for the production of less expensive
models. A short-lived, joint-venture investment in
Korea by the U.S. producer Murray Ohio also
contributed to a decline in Taiwan’s share of the U.S.
market during 1987-89. U.S. imports of bicycles from
Korea increased substantially in 1987 and 1988,
decreased in 1989 when Murray Ohio began to
withdraw its investment, and have since then declined
sharply. Korea accounted for only 4 percent of the total
quantity of U.S. imports of bicycles during
January-September 1991, down from a peak of
24 percent in 1988.

Total U.S. imports of bicycles from China
expanded without interruption during 1986-90,
Jjumping from 1,000 bicycles to 892,000 bicycles (from
$26,000 to $40 million). They continued to grow, rising
from 561,000 bicycles (valued at $24 million) during
January-September 1990 to 828,000 bicycles (valued at
$44 million) during the corresponding period of 1991,
an increase of 48 percent in quantity (and 86 percent in
value). China also experienced an uninterrupted
increase in its share of the total quantity of U.S.
imports of bicycles, from less than 0.5 percent in 1986
and 1987 to 20 percent during January-September
1991. On a value basis, it experienced a similar trend,
increasing its share from less than (.5 percent in 1986
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Table 6
Bicycles:' U.S. imports for consumption, by principal sources, 1986-90, January-September 1990, and January-September 1991
January-September—
Item 1986 1987 1988 1989 1990 1990 1991
Quantity (1,000 bicycles)
TaIWAN o e 7,295 7,494 4,960 5,396 4,914 3,508 2,986
CRINE 0 o o o i 5 5 210802 B 200 WFS IR 2 50 58 B 0 558 58 25 1 43 176 467 892 561 828
MOVOR 5 5 .0 54 5 o & 500s 5 516 s @ 5545 545 B 58 515 & 3@ 85 6 09 3 582 1,421 1,784 1,136 627 533 161
TRAMANG < 5 o5 5 w6555 05 606 505 5 50k 5.0 80 6 100504 0 0k w0 2 5 90k 6 A 1 19 257 196 159 16
HONG KON 5« 5 s 50w 55 v 1 8 101 31 508 1 415 s o s 0 5560 a4 13 6 36 44 98 74 64
Japan ... e 598 360 242 112 94 61 34
POIANG! . <o 5: 5 500 5 50s s 5 50 0 8 8 905 2 6 @ 550 B (6 SR 1 5 6 9 0 8 6 41 67 68 67 46 7
INOONBBIA. 1« 5« 15 5is 5 1 m: o 1050 5058 (2 55 5 e 5 506 5 9 5 s o 3 0 0 3 0 12 5 45
BIAZH (i 55 55w 06 5m0s 70 5 506 00 38 506 1k 0 e 508 3 90 90 i 1 2 8 2 10 9 8
BAN' oo cinnisionin o oim o oo srm oo o ore i sim s i 18 i 0 3R 6 5 42 33 15 16 10 7 4
PHOMIOT oo vonvse o e s oo ans o 1 e s s 56 0 06 0 8 55 0 1 74 114 116 43 30 16 47
TORBN 11 i o7 s m 0w 506 B HE RIS TR AL AHER 215 BN B500 5 8,613 9,514 7,426 7,542 6,952 4,978 4,201
Value (1,000 dollars)®
Taiwan . ... i 399,871 500,189 375,802 440,021 467,721 339,805 296,503
ORNG) 25 s 0t s g0 o /o oy BEE SSTS a0 Glee 0 G & o708 26 1,621 5,322 21,021 39,873 23,558 43,744
MEOTOR: oo v s ks 6 B B 080 08 06 (6 608 0 29,829 71,788 90,431 64,307 37,742 31,489 9,182
TOBUANG o« 2 a5 0005 5 00 555056 3500018 508 im0 078 i .50 0 60 0 22 56 738 12,373 10,553 8,353 615
HONGIKONG 5 51 51522 5.k sTe3sleshe TSl e B TR 6 706 444 1,537 3,125 3,927 2,309 3,696
SBPRIN o ek 3 oy o fov's (e o0 ol K s b e T Bl f e s s 89,483 60,133 53,075 25,112 24,499 16,059 12,689
PolaNd coavimesnasoisisinssenessesisess sekses 199 1,626 2,763 2,372 2,371 1,600 211
INAONOBIA -0 v o0 555 16 515 156 5 5 o5 7<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>