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INTRODUCTION

This series of reports by the United States Intermational Trade
Commission is made pursuant to section 410 of the Trade Act of 1974 (19 U.S.C.
2440), which requires the Commission to monitor imports from and exports to
the nonmarket economy countries (NME's). Under the statute, the Commission is
to publish a summary of trade data not less frequently than once each calendar
quarter for Congress and the East-West Foreign Trade Board. An important
objective of the report is the analysis of data for identification of those
imported items which may have an impact on the relevant U.S. industry and on
employment within that industry, as requested by the statute.

In addition to summary discussions of trade in the quarter, the reports
have covered other topics of relevance to East—West trade. The most frequent
subject has been the significance of selected” ‘imports on the U.S. market,
including, where practicable, an assessment of the effect of such imports on
relevant U.S. production and employment. Other quarterly issues have
discussed selected U.S. exports as a special feature, as well as two-way trade
in selected items of significance for U.S. production or trade. Still another
type of report, recurring each year in the first calendar quarter, presents
annual summaries of U.S. trade with NME's as a whole and by countries. The
present issue is the latest one of this type, covering U.S. trade with NME's
in 1978,

The nonmarket economy countries for which trade statistics are included
in this series of reports are Albania, Bulgaria, the People's Republic of
China (China), Cuba, Czechoslovakia, the German Democratic Republic (East
Germany), Hungary, Mongolia, Poland, Romania, the U.S.S.R., and Yugoslavia.
At a later date, the Democratic People's Republic of Korea (North Korea),
Vietnam, Laos, and Democratic Kampuchea (formerly Cambodia) may be included,
pending development of trade. Most countries have not been accorded
most-favored-nation (MFN) treatment by the Unlted States during the last 27
years. At the present time, only Poland Yug slav1a, Romanla, and Hungary
receive MFN treatment. - .

In the Tariff Schedules of the United States (TSUS), the unconditional
MFN rates are set forth in rate-of-duty column l. The rates applicable to
products of designated Communist nations are set forth in rate-of-duty
column 2; for the most part these are the original statutory rates, enacted in
1930. The underlying rate policy was made effective in 1951 and 1952 pursuant
to section 5 of the Trade Agreements Extension Act of 1951. The act directed
the President to take appropriate action to deny the benefit of
trade-agreement concessions to imports from certain Communist nations or
areas. The rate discrimination resulting from this policy varies considerably
from item to item, and it is not present at all for products which had been
nistorically duty free, or dutiable at the same rates. Actual or potential
U.S. imports from those countries which do not enjoy MFN privileges depend,
therefore, in some measure on the rate treatment of the specific item involved.

This issue contains a summary of U.S. trade with NME's in 1978, examining.
U.S. exports and imports and the balance of trade on a country—by—country
basis, and analyzlng the commodity comp031tlo i of the relevant trade flows.
Important changes in bilateral commercial relations and pertinent economic and
trade developments in the NME's may also be briefly discussed.




The discussion of each NME contains data on trade with the United States
in broad product categories in the body of the text, and on leading export and
import items in the appendix. It should be noted that extensive changes have
been made in U.S. foreign trade classifications for 1978. 1/ Data for 1978
are therefore not directly comparable with those of previous years. The
effect of reclassification on major groupings of data does not prevent
judicious comparisons of data in different time periods in the aggregate.

Data for years prior to 1978 for major groups have therefore been included and
referred to in discussions where appropriate. Comparisons of trade of leading
import items are generally possible over time. Export classifications are so
changed in 1978 that comparisons of data on specific items with data in
earlier periods are largely impossible. Tables on leading export items do not
present data prior to 1978,

1/ The 1l4th quarterly report includes a summary of the changes in U.S.
foreign trade classifications that became effective on Jan. 1, 1978, and
their effect on data presentation and analysis in_this series.



U.S. TRADE WITH THE NONMARKET ECONOMY COUNTRIES IN 1978

U.S. trade with the nonmarket economy countries (NME's) rebounded in 1978
from its low level in 1977. Trade flows in both directions and the ensuing
U.S. trade surplus registered records for the year. Trade turnover between
the United States and the NME's amounted to $7.2 billion in 1978, or 51.5
percent more than in 1977. U.S. exports to NME's increased 62 percent to $5
billion; imports from them rose 32.3 percent to $2.2 billion. The U.S. trade
surplus vis~a-vis the NME's amounted to $2.8 billion, double the level in 1977
(table 1).

In recent years, in terms of balance and composition, U.S. trade with
NME's was markedly different from U.S. trade with the world. In stark
contrast to an overall U.S. trade deficit in 3 out of the last 4 years, which
reached a record $28.4 billion in 1978, the United States has consistently
registered a trade surplus with the NME's. The surplus position of U.S. trade
with this group of countries has increased in the last 4 years as U.S. exports
to NME's increased more rapidly than overall U.S. exports, while imports from
them rose on a parallel with U.S. imports from the world. As demand pressures
in NME's for food and certain high technology manufactures became stronger,
the NME share of U.S. exports to the world increased significantly. The share
rose steadily from 2.6 percent in 1974 to 3.5 percent in 1978, interrupted
only in the atypical year of 1977. Meanwhile, the 1.3 percent share of
imports from NME's in U.S. imports from the world remained essentially the
same as in 1974 (table 1). 1/

In 1978 the fundamental differences between the commodity composition of
U.S exports to NME's and U.S. exports to the world became even more
pronounced. Table 2 shows the heavy concentration of exports to NME's in
products classified as food, beverages, and tobacco. Their share increased
from 42.5 percent in 1977 to 53 percent in 1978, owing to the large proportion
of food items in the year's sales to NME's. Deliveries to NME's of cereals
alone were $1.2 billion more in 1978 than the year before, accounting for
almost two-thirds of the entire increase of U.S. exports to NME's. 1In
contrast to their 53 percent weight in total U.S. exports to NME's, food,
beverages, and tobacco constituted less than 15 percent of U.S. exports to the
world.

In accordance with the disproportionately large weight of food, the share
of manufactures in U.S. exports to NME's is comparatively small. 1In 1978,
manufactured items (SITC Commodity groups 5 through 9) accounted for only 27.2
percent; in contrast, they represented over 70 percent of U.S. exports to the
world. Although the share of manufactures in all U.S. exports to NME's
declined, the value of their sales actually expanded vigorously during the
year. U.S. shipments of other manufactured goods (SITC 7 through 9), which
consist mostly of the high technology products especially sought by NME's,
rose 17 percent. In the last quarter of the year they reflected sales of
machinery and transport equipment, mostly to Yugoslavia, the Soviet Union, and
China, in that order. Other than food, crude materials constituted the
fastest growing product class of U.S. exports to NME countries in 1978, owing
in large measure to considerable soybean exports to several countries and
cotton exports to China.

1/ Table 1 does not include data for 1974 and 1975. These were shown in the
Commission's ninth and thirteenth quarterly reports.



Table 1.--U.S. trade with the world and with the nonmarket economy countries, 1976-78,
October~December 1977, and October-December 1978 1/

: : : . October-December
Item . 1976 1977 1978 ~
X : X oo1977 1978
U.S. world trade: : : : H :
Exportg————————- million U.S. dollars--: 115,340 : 121,242 : 143,660 : 30,673 : 40,363
Imports do + 121,009 : 147,670 : 172,025 : 38,128 ¢ 45,129
Balance do : -5,669 : -26,428 : -28,365 : -7,455 :+ -4,766
U.S. trade with nonmarket economy : : : : :
countries: : : : : : :
Exports———————e= million U.S. dollars--: 3,937 : 3,073 : 4,978 : 767 : 1,194
Imports do : 1,467 : 1,683 : 2,226 : 432 592
Balance do : 2,470 : 1,390 : 2,752 335 : 602
Trade turnover (exports plus imports)---: 5,404 : 4,756 : 7,204 : 1,199 : 1,786
Share of U.S. total trade with non- : : : : :
market economy countries: : : e : :
Exports percent--: 3.41 ¢ 2.53 : 3.47 ¢+ 2.50 : 2.96
Imports --do : 1.21 ¢ 1.14 ¢ 1.29 : 1.13 : 1.31

1/ Because of the inclusion of nonmonetary gold in the statistics for 1978, data for
1976 and 1977 have been adjusted by the inclusion of nonmonetary gold to both exports
and imports. Therefore, data in this table for 1976 and 1977 are not comparable with
data for 1976 and 1977 in similar tables in reports 9 and 13. Data on imports for 1976
and 1977 are not adjusted for date of importation.

Source: U.S. Department of Commerce publication FT990. Export data for 1976 are from
tables 5 and E-3 and include domestic and foreign merchandise and Defense Department
military assistance grant-in-aid shipments. Import data for 1976 are from tables 6B and
I-4B and are general imports. Export data for 1977 and 1378 are from tables 7 and E-3
and include domestic and foreign merchandise and Defense Department military assistance
grant-in-aid shipments. Import data for 1977 znd 1978 are from tables 8 and I-6 and are
general imports. Both exports and imports are valued on an f.a.s. basis.

Note.--General imports are used in this table as a more accurate measure of the U.S.
balance of trade for any given time period. The totals for general imports in this
table will not, therefore, correspond with totals for imports for consumption listed in
all other tables in the report
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by SITC 1/ Nos., 1977 and 1978 2/ 3/

Table 2.--U.S. trade with the world and with the nonmarket economy countries (NME's),

U.S. trade

U.S. trade

oLl N O

coziigity: Description f with t?e world f with t?e NME's
code No. | . 1977 4/ [ 1978 5/ ° 1977 4/ 1978 5/
: ; Exports (million U.S. dollars)
, 1 : Food, beverages, and tobacco----------: 15,983 : 20,626 : 1,303 : 2,629
, 4 ¢ Crude materials : 14,389 ¢ 17,074 : 507 : 895
¢ Mineral fuels and lubricantg---------- s 4,183 : 3,878 : 86 : 84
: Chemicalg-—-—--————-—-——mommmeemem— e : 10,823 : 12,618 : 121 : 164
: Manufactured goods classified by : : : :
: chief material --: 10,858 : 12,466 : 145 : 131
7, 8, 9 : Other manufactured goods and mis-— : : : :
: cellaneous-—-—-——=====——=—cmm——m——e——: 62,807 : 74,491 : 902 : 1,056
: Total-—-————-=———=——m—mmmm—— e s 119,042 @ 141,154 : 3,063 ¢ 4,957
: : Imports (million U.S. dollars)
0, 1 : Food, beverages, and tobacco-—-————-—--—- : 14,001 : 15,583 : 297 : 376
2, 4 ¢ Crude materials-- -= - 8,144 : 9,626 : 130 : 151
3 : Mineral fuels and lubricants-~——--——-—- 43,995 @ 42,243 159 : 159
5 ¢ Chemicals- : 5,430 : 6,426 : 68 : 132
6 : Manufactured goods classified by : : T :
: chief material--——-—~==———~—————————e : 21,604 : 27,465 : 336 : 507
7, 8, 9 ¢ Other manufactured goods and mis- : : : :
: cellaneous ————————— : 54,576 : 71,610 : 666 : 905
: Total-——-——- e 147,749 2 172,952 ¢ 1,656 : 2,230
f f Percent of total exports
0, 1 : Food, beverages, and tobacco——--—-——-—- : 13.4 : 14.6 : 42.5 : 53.0
2, 4 ¢ Crude materials -—— - -3 12.1 : 12.1 : 16.6 : 18.0
3 : Mineral fuels and lubricants----——==~-- : 3.5 : 2.7 : 2.8 : 1.7
5 : Chemicals————-—--—~=——~———————————mm—u— : 9.1 : 8.9 : 4.0 : 3.3
6 ¢ Manufactured goods classified by : : : :
: chief material--——-=--——=————————-—- : 9.1 : 8.8 : 4.7 2.6
7, 8, 9 : Other manufactured goods and mis- : : : :
: cellaneous -=: 52.8 : 52.8 : 29.4 21.3
: Total E/ - ——————— 100.0 : 100.0 ¢ 100.0 : 100.0
f f Percent of total imports
0, 1 : Food, beverages, and tobacco---——----- : 9.5 : 9.0 : 17.9 : 16.9
2, 4 : Crude materials -—=: 5.5 ¢ 5.6 : 7.9 : 6.8
3 : Mineral fuels and lubricants---------—- : 29.8 : 24 .4 9.6 : 7.1
5 : Chemicals- e s 3.7 ¢ 3.7 ¢ 4.1 3 5.9
6 : Manufactured goods classified by : : : :
: chief material - : 14.6 : 15.9 : 20.3 : 22.7
7, 8, 9 ¢ Other manufactured goods and mis- : : : :
: cellaneous - : 36.9 : 41.4 3 40,2 : 40.6
H Total 2/ —————e—————e—} 100.0 100.0 ¢« 100.U : 10U.0




Footnotes for table 2

1/ Standard International Trade Classificatiom.

2/ Because of extensive changes in U.S. import and export statistics
effective Jan. 1, 1978, only the follcw1ng comparisions of statistics are
possible: (1) U.S. trade with the NME's on a l-digit basis in 1977 with U.S.
trade with the world on a l-digit basis in 1977; (2) similarly for 1978; (3)
total U.S. trade with the world in 1977 with total U.S. trade with the world
in 1978 (import data are not adjusted for date of importation); and (4)
similarly for total U.S. trade with the NME's. Data for 1977 on a l-digit
basis should not be compared with data for 1978 on a 1—digit basis for either
U.S. trade with the world or for U.S. trade with the NME's.

3/ Because of the inclusion of nonmonetary gold in the statistics for 1978,
data for 1977 have been adjusted by the inclusion of nonmonetary gold to both
exports and imports. Therefore, 1977 data for this table in this report are
not comparable with data for 1977 in similar tables in quarterly reports 9
through 13, Data for 1977 are on the basis of the SITC Revision 1 except for
the inclusion of nonmonetary gold; data for imports are not adjusted for date
of importation.

4/ Data for exports from old schedule B, domestic merchandise only; data for
imports from old schedule A.

5/ Data for exports from new schedule E, domestic merchandise only; data for
imports from revised schedule A.

6/ Because of rounding, figures may not add to the totals shown.

Source: U.S. Department of Commerce publication FT990. Data on U.S. trade
wth the world for 1977 from tables 4 and 3B. Data on U.S. trade with the
world for 1978 from tables 3 and 6. Data on U.S. trade with the NME's for
1977 and 1978 from the Bureau of East-West Trade, U.S. Department of Commerce.



On the import side, the structural contrast between U.S. trade with NME's
and U.S. trade with the world is reduced. The principal difference exists
between the significance of mineral fuels, mostly petroleum-based, in overall
U.S. imports (24.4 percent), and the small share of this product class in U.S.
imports from NME's (7.1 percent). Another dissimilarity is the comparatively
large weight of food items in U.S. purchases from NME's (16.9 percent),
compared with U. S. imports from the world (9 percent). Also, manufactured
products classified by chief material are more important in U.S. imports from
NME's than from the world, accounting for 22.7 percent and 15.9 percent
respectively. 1In 1978 this was the most rapidly growing class of U.S. imports
from NME's. Included in this category were steel from Poland and textiles
from China, which have evoked protests from affected U.S. parties and
triggered initial steps toward remedial action by the U.S. Government.

Other manufactured goods, etc. (SITC 7 through 9), accounted for 41
percent of U.S. imports both from the world and from NME's in 1978. This
group includes footwear, shirts, gloves, suits, wooden furniture, handicrafts,
and other labor-intensive items of light industry. These feature prominently
in U.S. imports from several NME's, especially from the less advanced
countries, such as China, where there is an abundance of labor (table 3).

Some of these items, such as cotton work gloves from China and clothespins
from China, Poland and Romania, came under investigation by the U.S.
International Trade Commission during the year as possible causes of market
disruption for a U.S. industry. The group also includes imports from NME's
which have become hard currency earners on the basis of high quality or
uniqueness. Such items include tires from Hungary, textile machines from
Czechoslovakia, and machine tools from East Germany. Specific high quality
items designated for Western markets made U.S. imports of chemicals from NME's
rise faster than those of other product groups.

The Soviet Union and China were primarily responsible for the $1.4
billion increment in the U.S. trade surplus with NME's generated during the
year (tables 3, 4, 5, and 6). The already large trade surplus of the United
States vis-a-vis the Soviet Union in 1977 increased by more than $0.5 billion
to $1.7 billion in 1978. With China, the United States closed the year with
$0.5 billion surplus in 1978, even though in 1977 it had a small trade deficit
with that country. Romania was the only NME with which the United States
registered a trade deficit in 1978, amounting to $27 million.

The nearly $1.9 billion growth in U.S. exports to NME's in 1978 was
unevenly distributed. With the exception of Cuba, U.S. exports in 1978
increased to all NME's. The largest purchasers of U.S. cereals and cereal
products were the Soviet Union, China, Poland, and East Germany (table 7).
The United States actually multiplied its total exports to China, Bulgaria,
and East Germany, which had not imported cereals on any meaningful scale in
1977 but were cereal purchasers in 1978 (table 7 ).

Table 7 shows U.S. exports of cereals and cereal products to each NME
since 1976. A combination of bad harvests and increasing consumption in
several NME's caused U.S. cereal exports to soar from 1977 to 1978. These
surges occurred in exports to all NME's except Romania, where they actually



Table 3.--U.S. imports from the nonmarket economy countries, by SITC 1/
Nos. (Revision 2), October-December 1978 =
e .(In thousands.of U.S..dollars). T
SITC : : B : : : Czecho- ° East :
commodity : Description ¢ Albania : Bulgaria : China : Cuba : . : : Hungary
slovakia Germany
code No. : : 3 : 2 : : A -

0 : Food and live animals-———-===—--—- : - 400 ¢ 7,244 : - 1,427 Y 7,801
1 ¢ Beverages and tobacco-———-———=-—- : -3 4,329 : 20 : - 267 : 64 : 250
2 ¢ Crude material--inedible, except : : : : : : :

:  fuel ' : 737 11 : 11,716 : - 16 822 : 59
3 : Mineral fuels, lubricants, etc—--: -3 -3 - - - 308 : -
4 : 0ils and fats--animal and vege- : : : : : : :

: table : - - 245 : - -2 - -
5 : Chemicals : - 211 ¢ 11,194 : -3 201 : 54 992
6 : Manufactured goods, classified @ : : : : : :

: by chief material-—--—-==~=——u—-—- : - 69 : 19,458 : -3 4,987 : 1,845 ¢ 939
7 ¢ Machinery and transport equip- : : s : : : :

: ment- : -3 444 138 : - 2,809 : 2,607 : 5,428
8 : Miscellaneous manufactured arti- : : : : : : :

¢ cles : 6 : 358 : 24,272 : 6 : 4,670 : 1,203 : 4,740
9 ¢ Commodities and transactions not : : : : : : :

: elsewhere classified——--=-—===~- : -3 9 : 229 : 5 3 50.:. 92.: .. . 48

: Total E/ : 743 3 2,632 : /4,516 ¢ 11 14,427 \.7,22§r: 20,257

3 . Mongolia f Poland f Romania | U.S.S.R. | Yugoslavia | Total
0 t Food and live animalgs—-——==——==-—- H - : 41,392 : 5,706 : 679 : 18,003 : 82,696
1 : Beverages and tobacco-——=—~=——-~= : -3 89 : 182 : 1,299 : 5,963 : 12,463
2 : Crude material--inedible, except : H : : : :

: fuel : 1,098 : 413 : 1,954 : 14,590 : 1,344 : 32,760
3 : Mineral fuels, lubricants, etc---: - 6,415 : 41,712 : 19,609 : - 68,044
4 : Oils and fats--animal and vege- : : : : : :

: table : - 460 : 32 4 ¢ -t 741
5 ¢ Chemicals : - 4,450 : 3,543 8,675 : 4,202 : 33,522
6 : Manufactured goods, classified : : : : : :

¢ by chief material—-—~=—=e=—m=—-- : - : 28,653 : 19,013 : 29,050 : 22,404 : 126,418
7 : Machinery and transport equip- : : : : : H

: ment : -3 7,927 : 5,101 1,916 : 5,309 : 31,679
8 : Miscellaneous manufactured arti- : : : : : :

: cles : -+ 20,323 : 24,360 : 2,263 : 30,014 : 112,215
9 : Commodities and transactions not : : : : : :

: elsewhere classified-—~--=—=~-- ... =_3 .-209 275.:...97,714 2. _ 1,941 -100,572

: Total 3/ : 1,098 ¢ 110,331 : 101,879 ¢ 1/5,799 : 39,180 601,112

I7 Standard International Tr

ade Classification.

Z/ Because of rounding, figures may not add to the totals shown.

Source:

U.S. Department of Commerce, Bureau of East-West Trade,

Note.~-Total imports shown are imports for consumption and differ from the

imports.

figures in

table 1, which

are general



Table 4.--U.S. exports to the nonmarket economy countries, by SITC 1/
Nos. (Revision 2), October-December 1978

(In.thousands of U.S. dollars)

1/ Standard lLnternational

rade

S 5 : : : : : T T
. " : . . : . Czecho- @ East |
czzggd;g¥ ; Description ; Albania ; Bulgaria ; China ; Cuba ; slovakia ; Germany ; Hungary

0 : Food and live animals--——————-—=- : -3 13,791 :244,312 : 2 15,536 : 61,605 : 11,721
1 ¢ Beverages and tobacco-=-————wv=—e- : - 317 : - - 369 : - -
2 : Crude material--inedible, except : : : : : : :

: fuel : - 390 : 47,464 : - 9,392 : 1,731 : 2,192
3 ¢ Mineral fuels, lubricants, etc---: 3,953 : - : 1,646 : -2 1: -3 1
4 t O0ils and fats~-animal and vege- : : : : : : :

: table : -2 -3 -3 - 6 : -2 -
5 : Chemicals : - 420 : 20,104 31 221 : 647 : 5,243
6 ¢ Manufactured goods, classified : : : : : : :

¢ by chief materigl-=~--=—==—=——-wu- : - 169 : 14,498 : 6 : 636 : 311 592
7 : Machinery and transport equip- : : : : : : :

¢ ment : 58 : 1,101 : 44,305 : 3: 7,007 : 415 : 7,102
8 H Mlscellaneous manufactured arti- : : : H : : :

: cles 3 - 925 : 5,145 : 9 : 859 : 6,715 : 853
9 t Commodities and transactions not : : : : : : :

: elsewhere classified—-———--~=—u~- : -3 14 : 4o . 26 3 .. 88 :. . 20.:. 91

H Total 2/ H 4,010 17,127‘3377,41? B ::zp :- 34,115 ¢ /1,443 ¢ 27,795

f f Mongolia f Poland f Romania f U.S.S.R. 3 Yugoslavia | Total
0 ¢ Food and live animals———-=-—-——- : - : 36,393 : 28,915 : 128,530 : 24,671 : 565,476
1 : Beverages and tobacco—=—-=————=m—- : -3 1,467 : - 483 3,572 : 6,208
2 ¢ Crude material--inedible, except : : : s : :

: fuel : - ¢ 20,596 : 27,878 : 23,937 : 20,620 : 154,200
3 : Mineral fuels, lubricants, etc-—-: - 72 : 11,334 : 15,171 : 6,541 : 38,719
4 ¢t 0ils and fats--animal and vege- : : : : : :

: table : - : -3 - - 6
5 ¢ Chemicals : 9 : 3,597 : 360 : 7,694 : 12,320 : 50,646
6 ¢ Manufactured goods, classified : : : : : :

¢ by chief material : -3 3,061 : 1,676 : 10,371 : 3,949 : 35,269
7 ¢ Machinery and transport equip- : : : : : :

¢ ment : 1: 20,366 : 18,121 : 83,601 : 99,035 : 281,115
8 : Miscellaneous manufactured arti- : : H : : :

: cles : - 4,772 : 1,826 : 26,086 : 5,227 52,417
9 ¢ Commodities and transactions not : : : : : :

: elsewhere classified-—————-—-——- : 3.: 352 56 3 . 457 434 3. 1,545

: Total E/ : 14 : 90,676 : 90,165 : 296,330 : 176,360 : 1,185,599

assirication.

7/ Because of rounding, figures may not add to the totals shown.

Source:

U.S. Department of Commerce, Bureau of East-West Trade.



Table 5.--U.S. imports for consumption from the individual nonmarket economy coun-
tries, 1976-78, October-December 1977, and October-December 1978

(In thousands of U.S. dollars)

: : : : October-December
Source . 1976 : 1977 . 1978 : .
. i X . 1977 X 1978
U.S.S.R - : 225,840 : 421,581 : 529,579 : 162,817 : 175,799
China-- : 194,649 : 197,400 : 316,743 : 41,794 74,516
Poland : 314,436 326,508 : 435,947 : 75,245 : 110,331
Yugoslavia : 395,043 : 347,899 : 406,553 : 70,300 : 89,180
Romania ——= 200,118 : 231,020 : 344,561 : 41,021 : 101,879
Czechoslovakia~~-======- : 34,802 : 36,392 : 57,359 : 7,532 14,427
East Germany--—--—-—————- : 13,421 : 16,863 : 35,220 : 4,045 7,038
Hungary-- - 47,569 : 46,800 : 69,153 : 10,446 : 20,257
Bulgaria- : 11,231 : 26,043 : 27,909 : 6,447 5,832
Albania : 2,544 3,399 : 3,497 : 2,056 : 743
Cuba : 27 : 106 : 66 : - 11
Mongolia-- : 2,252 : 2,076 : 3,679 : 352 : 1,098
Total 1/~=-——meemee s 1,441,932 ¢ 1,656,089 : 2,230,267 : 422,055 : 601,112
Total U.S. imports H s : :
from all coun- : : : : :
tries 1/--—-——-——- $121,451,886 :149,749,366 : 172,952,194 : 37,348,604 : 45,213,750

1/ These figures do not agree exactly with the import figures
figures are imports for consumption, whereas the import figures

imports.

in table 1 because these
in table 1 are general

Source: U.S. Department of Commerce publication IM-146, and Bureau of East-West Trade.

0t



Table 6.--U.S. exports to the individual nonmarket economy countries,

1976-78, October-December 1977, and October-December 1978

(In thousands of U.S. dollars)
: : : : October-December
Market . 1976 . 1977 . 1978 . "
i X . . 1977 : 1978
U.S.S.R : 2,305,934 : 1,623,484 : 2,249,020 : 344,670 : 296,330
China—- - -3 135,388 : 171,318 : 818,241 : 81,844 377,478
Poland---=~~m—=m=——————— : 621,035 : 436,536 : 677,022 : 109,990 : 90,676
Yugoslavia --: 295,413 : 355,436 : 471,298 : 84,142 176,369
Romanig-——-===—=——m—ee—— : 249,033 : 259,405 : 317,423 : 81,492 : 90,165
Czechoslovakia-—-====——- : 147,466 : 73,989 105,349 : 17,319 : 34,115
East Germany--———--———---— : 64,767 : 36,099 : 170,121 : 13,091 : 71,443
Hungary : 62,960 : 79,717 : 97,682 : 23,967 : 27,795
Bulgarig-=-—-=——=——--——- : 43,320 : 23,910 : 48,120 : 6,564 : 17,127
Albania ——— 1,076 : 2,209 : 4,469 : 77 : 4,010
Cuba-- ——— —_— 89 : 588 : 340 50 : 76
Mongolia~-- : 31 11 : 62 : 6 3 14
Total 1/-————==meeem s~ 3,926,512 : 3,062,701 : 4,959,147 : 763,214 : 1,185,599
Total U.S. exports : : : : :
to all coun- : : : H HE
tries 1l/-—-——————- :113,670,672 :119,005,375 : 141,154,185 : 30,111,857 : 39,663,759

1/ These figures do not correspond

exactly to those given in table 1 because
figures in table 1 include U.S. exports of foreign merchandise, whereas figures in this

table do not. Also, in total U.S. exports, figures in this table do not include Depart-
ment of Defense militarty-assistance shipments, whereas corresponding figures in table 1
include these figures. Exports are valued on an f.a.s. basis.

export

Source: U.S. Department of Commerce publication EM 450/455, and Bureau of East-West

Trade.
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Table 7.--U.S. exports of cereals and cereal preparations to the nonmarket economy countries

and to the world,

1976-78, October-December 1977, and October-December 1978

. : : . October-December
Market : 1976 : 1977 . 1978 . -
: . . . 1977 . 1978
Bulgaria--—--—----- 1,000 U.S. dollars--: 28,455 : 175 : 25,010 : 90 : 4,293
China-- do H - - 361,902 : - 87,013
Czechoslovakia do : 69,630 : 8,936 : 44,643 : 33 : 8
East Germany do : 48,742 : 20,246 : 106,813 : 6,466 : 12,215
Hungary-—- ——- --—do-—--: 411 : 9,875 : 12,439 : 3,911 : 61
Poland-- do : 346,737 : 197,686 : 270,474 : 58,359 : 126,796
Romaniag------~ - do~~--: 74,039 : 36,840 : 32,546 : 22,641 : 2,908
U.5.8.R -~ do : 1,346,938 : 848,629 : 1,417,438 : 236,968 : 279,468
Yugoslavia - do : 155 129 : 28,575 : -3 6,915
Total 1/----- do : 1,915,157 : 1,122,312 : 2,299,840 : 328,448 : 519,677
Total U.S. cereal exports to : : : : :
the wor1d--1,000 U.S. dollars--: 10,910,926 : 8,754,798 : 11,633,969 : 2,186,838 : 2,768,441
U.S. exports of cereals to the ¢ : : : :
nonmarket economy countries : H : : :
as a share of total cereal : H : : H
exports -percent--: 17.6 : 12.8 19.8 : 15.0 : 18.8

1/ Because of rounding, figures may not add to the totals shown.

Source: U.S. Department of Commerce publication EM 450/455, and Bureau of

East-West Trade.

Note.--Data for 1976-77 are based on old Schedule B, Division 04. Data for 1978 are based on new

Schedule E, Division 04.

Data are comparable.

AN
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declined, and to Hungary, where the increase was small. 1/ However, compared
with sales in 1976, which was the previous record year of U.S. cereal sales to
NME's, 1978 sales were smaller to Bulgaria, Czechoslovakia, Poland, and
Romania. Yet China's resumption of purchases after a hiatus of 3 years had
the counterbalancing effect of establishing a new record of U.S. cereal
exports to NME's in 1978.

In 1978 U.S. imports for consumption also rose from all NME's except Cuba
(table 5). Increases from Bulgaria and Albania were minimal. U.S. imports
rose most rapidly from East Germany; their value doubled compared with 1977
values, and the increment was spread out across several commodity groups.

Figures 1 and 2 illustrate the changes that occurred during the year in
the shares of total U.S. trade with principal NME's. Noticeable is a shift in
the distribution of U.S. exports between the NME's (fig. 2) as China's share
jumped to a significant 16.5 percent during the year,. compared with a modest
5.6 percent in 1977. China became the second largest NME recipient of U.S.
exports following the Soviet Union, displacing Poland to third and depressing
the relative shares of the Soviet Union, Romania, and Yugoslavia. The
distribution of U.S. imports among NME's (fig. 1) remained essentially the
same in 1978 as they had been in 1977, showing a more even spread of U.S.
imports than U.S. exports among these countries. China's share of U.S.
imports increased (to 14.2 percent), but not as dramatically as did its role
as final destination for U.S. exports. Romania's greater significance as an
NME supplier of U.S. imports was another noteworthy change.

Prospects for increased trade with the NME's are favorable. In general,
record agricultural sales to the Soviet Union and China in 1978 are expected
to be repeated in 1979 on the basis of purchases already made and evidence of
increased demand for agricultural products. Larger sales of capital equipment
to the Soviet Union are also anticipated, as indicated by the prevailing trend
of an increasing U.S. share in all Soviet orders from Western industrial
countries. Chinese purchases of U.S. capital equipment will definitely soar
on the basis of commitments made during the year. Yugoslavia is expected to
divert capital equipment purchases to the United States, especially if it can
obtain favorable credit terms. U.S. exports to these three countries alone
accounted for almost half of U.S.—-NME trade turnover in 1978. Hungary's
recently obtained MFN status and eligibility for official credits will
probably boost United States-Hungarian trade. Similar privileges,
particularly official credits, would have a significant impact if granted to
the Soviet Union and China--now generally seen as a possibility in 1979.

The major constraints on U.S. exports to NME's are the austere import
policies, and a general economic slowdown in several of these countries. For
such reasons, for example, the outlook for 1979 for U.S. trade with Poland,
also a major NME trading partner for the United States, does not appear overly
promising. 1In the longer run, the NME's expect to alleviate their hard
currency shortage by various strategies, such as developing their natural
resources for exports (China), or attaining excellence in producing
manufactured items which are competitive in hard currency markets, or will be

l/ Higher values of cereal sales generally reflect increases in the volume
of exports, as average price changes of cereals were not significant between
1977 and 1978. For certain cereal products and qualities, and in certain
markets, however, prices did decline as well as rise.



Figure 1.--Relative shares of U.S. imports from the nonmarket economy countries in 1977 and 1978
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Figure 2.--Relative shares of U.S. exports to the nonmarket economy countries in 1977 and 1978
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accepted in countertrade (Eastern Europe). 1/ NME préssuré for countertrade
is expected to intensify greatly in 1979 and following years, with the likely
impact of raising U.S. imports from NME's.

U.S.S.R.

After a decline in 1977, U.S. trade with the Soviet Union resumed its
upward movement, reaching a record high of $2.8 billion in 1978, representing
an increase of 35.9 percent over 1977 trade levels (table 8). Soaring U.S.
grain exports, although somewhat offset by steadily declining exports of
machinery and transport equipment, increased U.S. exports to $2.2 billion.
This was 38.5 percent higher than the level of exports in 1977, but slightly
below the record $2.3 billion of exports registered in 1976. U.S. imports
increased 25.6 percent to $529.6 million in 1978 owing to expanding imports of
gold bullion and nonferrous metals. The U.S. trade surplus increased
substantially from $1.2 billion in 1977 to $1.7 billion, but was still well
below the record $2.1 billion surplus achieved in 1976.

The level of United States-Soviet trade is determined to a large degree
by the availability of hard currency in the Soviet Union, With a _
hard-currency debt between $16 billion and $17 billion by the end of 1978, the
Soviet Union's ability to import from the United States and other Western
countries is constrained by its capacity to raise hard currency through
exports or borrowing. Especially in years of harvest shortfall, the
unavoidable increase in grain purchases have a limiting effect on the
importation of Western industrial goods. 1In recent years the Soviet Union has
been making a serious effort to reduce its hard-currency deficit with Western
countries by restricting imports from market economy countries. From a peak
‘of $6.3 billion in 1975, the Soviet trade deficit with non-Communist countries
declined to $5.5 billion in 1976, and $2.4 billion in 1977. However, based on
January-September data, the Soviet deficit with non-Communist countries rose
again in 1978 to $3.4 billion. Soviet efforts to cut back on imports may have
affected industrial imports into the Soviet Union from the United States
relatively more than imports from other advanced industrial. countries. As
Soviet planners have a tendency to seek bilateral balance in their foreign
trade, the necessity of heavy U.S. grain purchases may have induced Soviet
officials to hold down imports of other products from the United States.

The failure of the United States to grant most-favored-nation status to
the Soviet Union is believed to have had a negative impact on bilateral trade
between the two countries. Soviet officials have repeatedly stated their
intention to divert as many of their purchases as possible to countries
offering nondiscriminatory tariff treatment to imports originating in the

1/ The U.S. Department of Commerce defines countertrade as a transaction in
which a seller (a Western exporter) provides a buyer (an Eastern importer)
with deliveries (e.g., technology, know-how, finished products, machinery, and
equipment) and contractually agrees to purchase goods from the buyer equal to
an agreed-upon percentage of the original sales contract value. For an
extended discussion of countertrade, see "Ammonia from the U.S.S.R. in
Countertrade" in the International Trade Commission's 16th Quarterly Report to

the Congress and the East-West Foreign Trade Board on Trade Between the United
States and the Nommarket Economy Countries During July-September 1978;
December 1978.




Table 8.--U.S. trade with the U.S.S.R., by SITC Nos. (Revision 1 and 2), 1/ 1970, 1976-78

(In _thousands of U.S. dollars)

SITC : : : H :
commodity ¢ Description : 1970 : 1976 1977 1978
code No. @ : t : t
. . U.S. exports
0 t Food and live animals : 967 : 1,358,562 : 876,009 : 1,441,798
1 ¢ Beverages and tobacco s 1,322 ¢ 1,137 1,427 : 2,638
2 : Crude materials--inedible, except fuel----———- : 31,986 : 141,399 : 180,998 : 286,384
3 t Mineral fuels, lubricants, etc s 775 9,273 : 16,858 : 30,514
4 : Oils and fats--animal and vegetable-----—--—— : - 16 : 87 : 18,750
5 : Chemicals : 24,683 : 37,423 : 40,469 : 29,866
6 : Manufactured goods classified by chief : s : s
:¢ material ¢ 8,776 : 116 282 : 89,275 : 56,879
7 ¢ Machinery and transport equipment———————=w~=e- : 44,320 : 604,799 : 373,595 : 283,173
8 : Miscellaneous manufactured articles———===—e-—- s 5,287 : 35,581 : 44,036 : 97,563
9 $ Commodities and transactions not elsewhere : : : :
: classified : 190 : 1,465 : 730 : 1,454
: Total 2/ : 118,215 : 2,305,934 : 1,623,484 : 2,249,020
. . U.S. imports 3/
0 : Food and live animals s 474 : 881 : 886 : 1,702
1 t Beverages and tobacco : 145 : 902 : 1,911 : 4,838
2 : Crude materials-—~inedible, except fuel~~==—=~-- : 18,313 : 49,351 : 47,031 : 49,705
3 ¢ Mineral fuels, lubricants, etc s - 2,807 : 54,090 : 64,156 : 43,642
4 : Oils and fdats-——animal and vegetable--------—- -3 1: 2: 45 ¢ 10
5 ¢ Chemicals : 912 : 5,926 : 6,090 : 36,840
6 : Manufactured goods classified by chief : : : :
: material : 46,443 : 81,008 : 80,363 : 93,028
7 : Machinery and transport equipment—-~-=~—=-———=—- : 67 : 4,158 : 3,092 : 3,083
8 : Miscellaneous manufactured articleg——-—-———-—~—— s 2,615 : 16,368 : 10,228 : 9,459
9 : Commodities and transactions not elsewhere H : : :
t clasgsified : 446 13,155 ¢ 207,781 : 287,270
: Total 2/ s 72,224 225,840 : 421,582 ¢ 529,579

1/ Data for 1970, 1976, and 1977 are based on the Standard International Trade Classification (SITCJ,
Revised, but have been adjusted by the inclusion of nonmonetary gold to both exports and imports. Data for
1978 are based on the SITC, Revision 2. Because of changes in classifications between the 2 revisions, data
for 1978 on a l-digit basis are not comparable with data for earlier periods. See the discussion in the
introduction of this report. A

2/ Because of rounding, the sum of the column may not equal the total.

3/ pata for 1970 are U.S. general imports; data for 1976-78 are U.S. imports for consumption.

Source: U.S. Department of Commerce publications and U.S. Department of Commerce, Bureau of East-West
Trade.

LT
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Soviet Union. Yet, the impact of MFN treatment, if granted, on the level of
Soviet sales to the United States is questionable. More than 70 percent of
the value of the top 20 items the Soviet Union sold to the United States in
1978 entered duty-free under column 2, and a marked shift in the composition
of this trade flow in response to possible MFN privileges is unlikely. The.
absence of MFN status also affects the Soviet Union as a purchaser of U.S.
exports, making it ineligible to participate in any program of the U.S.
Government which extends credits, credit or investment guarantees, directly or
indirectly. 1/ Because of the Soviet Union's relative shortage of hard
currency, the extension of such credits may have a positive effect on the
level of U.S. exports. Other factors, such as U.S. export controls and the
unwillingness of U.S. firms to engage in countertrade arrangements, are also
considered to exert a downward pressure on the level of of U.S. exports to the
Soviet Union.

Prospects for increased bilateral trade, particularly for U.S. exports,
are promising for 1979. On February 27, 1979, President Carter stated his
views concerning the possibility for granting MFN to the Soviet Union. The
President noted that in the last 6 months, the Soviet Union has permitted
Jewish emigration at a rate in excess of 40,000 annually, the highest rate in
recent history. This means that the Soviet Union is approaching the point
where it is in compliance with the provisions of Section 402 of the Trade Act
as interpreted by the Congress and, therefore, eligible for MFN status. The
President concluded his remarks by stating that he hoped and expected that it
would be possible to have most-favored-nation status granted both to China and
to the Soviet Union within the next few months, pending Congressional
approval. 2/

Legislation was introduced in Congress on February 5, 1979, for the
amendment of both the Jackson-Vanik Amendment (section 402 of the Trade Act of
1974) and the Export-Import Bank Act. 3/ 1If adopted, the bill would
liberalize provisions concerning NME emigration practices and facilitate
eligibility for MFN treatment and Eximbank credits. It would delete the
requirement that the President must receive assurances that a Communist
country allows free emigration. Instead, it would substitute the requirement
of a Presidential determination that the emigration practices of a Communist
country will henceforth lead substantially to the achievement of the free
emigration objectives of section 402 of the Trade Act. The legislation
further provides that waivers under the Trade Act shall be in effect for 5
years rather than for 1 year, as presently prescribed. Most important, the
amendments remove provisions in the Export-Import Bank Act and the Trade Act
(sec. 613) which single out the Soviet Union for discriminatory treatment
among NME's with respect to credits, and they raise the limitation on Eximbank
loans or financial guarantees to the Soviet Union from the present $300
million to $2 billion.

1/ Section 402 of the Trade Act of 1974 prohibits those countries which deny
their citizens the right or opportunity to emigrate from participating in any
program of the Goverrnment of the United States which extends credits or credit
guarantees or investment guarantees, directly or indirectly.

2/ Remarks by President Carter at a White House Dinner honoring governors
attending the National Governors' Association Winter Session. Feb. 27, 1979.

3/ S. 339 introduced by Senator Adlai E. Stevenson (D.-Ill.) and H.R. 1835
introduced by Representative Walter Leslie AuCoin (D.-Ore.).
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A meeting of the United States-U.S.S.R. Trade and Economic Council took
place in Moscow in December 1978 with high-level U.S. officials and the
representatives of leading U.S. corporations and organizations in attendance.
This meeting marked a turning point in U.S.-Soviet relations, according to the
co-Chairman of the Council. The interest of the United States in promoting’
good trading relations with the Soviet Union was underscored by a concurrent
announcement by the Secretary of Commerce that 22 requests from 14 U.S.
companies seeking to sell oil equipment to buyers in the Soviet Union had been
approved. In August 1978 the President of the United States, in reaction to
what the United States felt was unjust Soviet treatment of political
dissidents, had announced that exports of oil and gas exploration equipment
would become subject to validated export license controls. To date, no
requests for licenses for the export of oil equipment have been denied.

The Soviet economy recovered in 1978 from the setback caused by the 1977
harvest shortfall. National income rose 5 percent in 1978, slightly higher
than the targeted 4.5 percent. Heavy industrial production increased 5.3
percent, and agricultural production increased 4.1 percent with a record grain
harvest of 235 million tons. The Chairman of the Soviet State Planning
Commission has stated that the 1979 plan calls for a 5.7 percent increase in
industrial production and a 5.8 percent rise in agricultural output. . It
should be noted that there has been a continuing lag from year to year in
fulfilling the general goals‘of the current 5-year plan (1976-80) which calls,
for example, for an average annual increase in industrial production of 6.5
percent. The Chairman pointed out that the Soviet Union must concentrate on
eliminating such problems as bottlenecks in certain sectors, poor quality of
goods, bad management, poor utilization of materials, and low labor '
productivity. To achieve this, the plan emphasizes mechanization, automation,
and modernization of industry and agriculture. In the improved atmosphere for
trade expected in 1979, the Soviet Union may very well turn to the United
States for some of the industrial equipment it needs to achieve its goals.

The United States can frequently offer technical superiority and better
delivery time than other Western competitors, and the depreciation of the
dollar has increased U.S. competitiveness. U.S. export controls do not affect
many items for which the Soviet Union has expressed an interest.

U.S. exports

The value of U.S. exports to the Soviet Union increased 38.5 percent from
$1,623 million in 1977 to $2,249 million in 1978. Exports of corn, wheat, and
soybeans increased by $626 million or 66.6 percent, while the sales of all
other items collectively declined. These three items were together
responsible for 71.5 percent of total U.S. exports to the Soviet Union in 1978
compared with 59.5 percent in 1977. Exports of miscellaneous manufactured
items more than doubled, but these items accounted for onmly 4.3 percent of the
total. Exports of chemicals, semimanufactured items, and machinery and
transport equipment, which accounted for 16.4 percent of the total, all
experienced significant decreases compared with their levels in 1977.

The United States exported nearly 13 million metric tons of corn and
wheat, valued at $1,409 million, to the Soviet Union in 1978. This
represented one-fifth of total U.S. corn exports, and approximately 8.5
percent of total U.S. wheat exports. No other country purchased as much U.S.
corn as did the Soviet Union, and only Japan's imports of U.S. wheat exceeded
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those of the Soviet Union. The Soviet Union also purchased a significant
amount of U.S. soybeans in 1978, along with a small quantity of soybean oil
cake and meal. The tabulation below shows the quantity, value, and unit value
of U.S. exports of these items to the Soviet Union in 1977 and 1978:

s 1977 : 1978
Item : : : Unit : : Unit
; tQuantity : Value : value : Quantity : Value s value
: 1,000 : 1,000 : Per : 1,000 : 1,000 : Per
: metric : dollars : metric : metric : dollars : metric
¢ tons H : ton H tons H : ton
Corn-—==—mw— : 3,581.8 : 384,742 : $107.42 : 9,925.0 : 1,053,166 : $106.11
Wheat—==~=~-- : 3,016.6 : 426,769 : 141.48 : 2,925.4 : 355,792 : 121,62
Soybeang—---~: 564.6 : 154,307 : 273.30 : 744.3 : 199,771 : 268.39
Soybean oil- : : : : : :
cake and H : : : : :
meal———=—=w- : 154.2 ¢+ 86,279 : 559.53 : 495.3 : 239 : 483.09

The tabulation shows a near-tripling of U.S. exports of corn and soybean oil
cake and meal, as well as a significant increase in exports of soybeans.
Wheat exports declined slightly on a quantity basis. The unit values of all
four items declined in 1978 relative to those of 1977.

. Under the 1975 U.S.-U.S.S.R. Grain Agreement, which came into force
October 1, 1976, the Soviet Union is obligated to purchase 6 million metric
tons of wheat and corn, in approximately equal amounts, in each of the 5 years
of the agreement (1976-81). The Agreement further provides that the Soviet
Union may purchase up to 8 million metric tons without consultations in any
12-month period, unless the U.S. grain harvest falls below 225 million metric
tons. Intergovernmental consultations are required if the Soviet Union wishes
to purchase more than 8 million metric tons of grain. In the fall of 1977,
after a 1977 Soviet harvest shortfall and a bumper U.S. harvest, the U.S.
Agriculture Department authorized the Soviet Union to increase its grain
purchases to 15 million metric tons for FY 1978.

) The Soviet Union harvested a record 235 million metric tons in 1978, 50
m{llion tons higher than the average harvest during the 1971-75 period, and 11
million tons higher than the record 1976 harvest. In spite of the bountiful
h§rvest, the U.S. Department of Agriculture expects the Soviet Union to be a
significant purchaser of U.S. grain in 1979, possibly equaling their 1978
purchases. The Soviet Union must rebuild inventories depleted by the 1975 and
1977 harvest shortfalls. There is the persistent problem of machinery
breaking down and of distribution of fuel to farms. This slows the movement
of the grain from field to storage facility, and may result in some losses in
the field before the grain can be transported to storage. Furthermore,
bgcause of heavy rains during the harvest period, some of the grain is wet and
dirty and may spoil over the winter in the storage facilities. Finally, the
Soviet Union's plan to increase meat production and feed a growing number of
cattle increases consumption of feedgrains.
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While U.S. exports of miscellaneous manufactured items increased, exports
of semimanufactured products, machinery and transport equipment, and other
manufactured items as a whole declined 15.8 percent from $506.9 million in
1977 to $437.6 million in 1978. Leading items exported in 1978 included
pressure sensitive tape, tractors and parts, oil- and gas-drilling machinery,
and computer equipment. Conceivably, the level of U.S. exports of oil and gas
development machinery and computer equipment may have been lowered in 1978,
owing to delays experienced by U.S. firms in obtaining export licenses and the
President's disapproval of the sale of a Sperry Univac computer. These may
have caused the Soviet Union to divert its purchases of such equipment to
other sources.

On the basis of commercial agreements reached in 1978 between U.S.
companies and the Soviet Union the outlook for U.S. exports to the Soviet
Union in 1979 is encouraging. Pertinent developments in the last quarter are
that Control Data Corp. announced on October 31, 1978, that it had received
the Soviet Government's permission to open an office in Moscow. It has been
licensed by the U.S. Government to provide. special computer data services to
both the Soviet Union and Eastern Europe. Also in October, RCA signed a
contract worth more than $25 million with a Soviet Foreign Trade Organization
(FTO) for a color television picture tube plant to be set up at Voronmezh. The
company also concluded a 10-year scientific and technical cooperation
agreement with the Soviet FTO covering the exchange of patents and licenses
for the manufacture of color TV picture tubes. Another U.S. firm received an
order in late 1978 for a $9.8 million roller bearing plant. Coca-Cola
announced in December that it would be involved in the construction of a large
bottling plant and will provide technical assistance and distribution
expertise in soft drink production, retailing, and the development of new
beverages and food products.

Several other U.S. firms are currently negotiating with the Soviet
Union. General Motors is competing with several Western European auto
companies for a contract for approximately $1 billion for the complete
modernization of the huge Moskvich auto plant in Moscow. GM would provide
technical assistance, licensing, and quality control, as well as supply a
certain percentage of the automobile parts and take a portion of the cars for
resale in markets outside the United States. Negotiations are also being
conducted between the Soviet Union and a U.S. jeans company for the
construction of jeans plants in the Soviet Union. Another U.S. firm is
currently competing with Japanese and Western European firms for contracts
involving the expansion and streamlining of the entire telephone system of the
Soviet Union, including the manufacture of electronic phone switching systems
and the training of Soviet personnel. Other opportunities may exist for U.S.
businessmen to participate in the construction in Siberia of a refinery and
petroleum complex worth up to $1 billion and to sell oil exploration equipment
worth $5 billion for the development of Soviet oil reserves. The
U.S.-U.S.S.R. Trade and Economic Council estimates that thousands of U.S. jobs
could be created by the successful conclusion of these contracts.
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U.S. imports

The value of U.S. imports from the Soviet Union increased from $421.6
million in 1977 to $529.6 million in 1978, or by 25.6 percent. In contrast to
the composition of imports from other NME's, fully 54 percent of total U.S.
imports from the Soviet Union consisted of gold bullion. 1/ Imports of gold
bullion increased 41.4 percent to $285.8 million in 1978. Part of this growth
resulted from an increase in unit value from $143.27 per troy ounce in 1977 to
$196.95 per troy ounce in 1978. Imports of gold bullion accounted for 73.6
percent of the total increase in imports, as the relative share of all other
product classes declined. Considerably more than half of the remaining imports
consisted of manufactured items classified by chief materials and crude
materials, such as aluminum, platinum-group metals, nickel, diamonds,
furskins, chrome ore, hardboard, and titanium. Imports of semimanufactured
items and crude materials increased 12 percent, from $127.4 million in 1977 to
$142.7 million in 1978. The largest percentage increase was in chemicals,
where imports expanded more than five-fold, from $6.1 million in 1977 to $36.8
million in 1978. Imports of mineral fuels decreased by about one-third to
$43.6 million, representing only 8.2 percent of total imports in 1978, down
from 15.2 percent in 1977.

As its manufactured products are generally uncompetitive on the world
market in terms of quality, style, and technology, the Soviet Union depends
heavily upon exports of raw or semimanufactured items such as nonferrous
metals and petroleum products to generate needed hard currency. U.S. imports
of nonferrous metals from the Soviet Union totaled $105.3 million in 1978 and
accounted for 43.2 percent of U.S. imports of items other than gold compared
with $89.3 million accounting for 40.7 percent of these imports in 1977.
Within the group, imports of platinum group metals--principally platinum,
palladium, and rhodium--are the most significant. Imports of platinum—-group
metals amounted to $43.6 million in 1978, down slightly from $44.7 million in
1977. Platinum group metals are used in a number of industries, including the
automobile, chemical, petroleum, e1ectr1ca1, glass, pharmaceutical, and
jewelry industries.

Other nonferrous metal imports from the Soviet Union which increased in
value in 1978 included aluminum waste and scrap, nickel, and titanium. U.S.
demand for aluminum waste and scrap comes from the automobile industry, where
it is used in the production of castings. Over half of the 100 pounds of
aluminum used in the average late-model car consists of castings. The use of
aluminum castings in automobiles will probably increase as producers seek to .
reduce the weight of cars and increase fuel economy in response to legislated
mileage requirements. 2/ Nickel is used by producers of stainless steel,
alloy steel, and chemicals, and by petroleum refiners, all of whom value
nickel because it adds corrosion resistance and strength, improves wear
resistance, and minimizes cracking and spalling. Nickel also has chemical

1/ Gold represented virtually all imports of "commodities and transactions
not elsewhere classified"; see table 8.

2/ U.S. International Trade Commission, l4th Quarterly Report to the
Congress and the East-West Foreign Trade Board on Trade Between the United
States and the Nonmarket Economy Countries During January-March 1978. June
1978, pp. 26-30.
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properties needed in the production of batteries, dyes, pigments, catalysts,
and insecticides. 1/ Titanium is used in the production of aircraft,
missiles, and military equipment because it has a high strength-t o-welght
ratio and is more difficult to pierce than steel. It is also used in small
amounts to add strength, toughness, and hardness to chromium steel, sta1n1ess
steel, tool steel, and cast iron.

Imports of mineral fuels decreased from $64.2 million in 1977 to $43.6
million in 1978 as a result of decreased imports of naphthas and fuel oils
over 25 degrees A.P.I. 2/ The Soviet Union accounted for approximately 0.1
percent of the total $42.2 billion worth of U.S. imports of mineral fuels in
1978.

U.S. imports of chemicals from the Soviet Union amounted to $36.8 million
in 1978, a five-fold increase from 1977. This was mainly the result of Soviet
shipments of anhydrous ammonia, which began in 1978 as part of a 20-year
industrial cooperation agreement which Soviet officials signed with Occidental
Petroleum Corp. in 1973. Under the terms of the agreement, Occidental will
supply superphosphoric acid to the Soviet Union and help in the construction
of ammonia plants in return for Soviet. ammonia. Construction of the ammonia
plants accounts for the 5-year lag between the time the agreement was signed
and the first shipments of ammonia were delivered. 3/

Spirits for beverages was the only Soviet food or beverage to appear in
the leading 20 import items.  Imports of spirits, which consisted entirely of
vodka, more than doubled from $1.7 million in 1977 to $3.9 million in 1978.
Sales of Soviet vodka in the United States are linked to sales of Pepsi
concentrate in the Soviet Union under a 1972 barter agreement. The Soviets
use the hard currency generated through the sale of vodka in the United States
to purchase the Pepsi concentrate. Pepsico maintains quality and packaging
control and controls the use of product logos in the Soviet Union. The Pepsi
bottling plants and distribution networks are Soviet-owned and operated,
although some of the equipment was installed by Pepsi specialists. Imports of
Soviet vodka are subject to a duty of $5.00 per gallon compared with a tariff
of $1.25 per gallon levied on imports from MFN countries.

China
U.S. trade with China more than tripled in 1978 compared with trade in
1977, surging to $1.1 billion. Following 2 years of relatively low two-way
trade levels and negative U.S. balances, the United States achieved a positive
balance~of-trade position with China of $0.5 billion in 1978. As in 1975,
when the last surplus occurred, it was the result of large U.S. agricultural
sales (table 9).

1/ U.S. International Trade Commission, l4th Quarterly Report to the
Congress and the East-West Foreign Trade Board on Trade Between the United
States and the Nonmarket Economy Countries During January-March 1978. June
1978, pp. 22-26.

2/ A.P.I. stands for American Petroleum Institute.

3/ U.S. International Trade Commission, 16th Quarterly Report to the
Congress and the East-West Foreign Trade Board on Trade Between the United
States and the Nonmarket Economy Countries During July-September 1978;
December 1978 pPP. 26-32.




Table 9.--U.S. trade with China, by SITC Nos. (Revision 1 and 2), 1/ 1970, 1976-78

(In thousands of U.S. dollars)

SITC 3 3 : : :
commodity : Description s 1970 1976 1977 : 1978
code No. @ 3 3 : :
: . U.S. exports
0 ¢ Food and live animals : -3 -3 27 : 362,253
1 ¢ Beverages and tobacco- : - 1: 5: -
2 : Crude materials-—inedible, except fuel----——- H -3 13,020 : 52,349 -: 223,905
3 ¢ Mineral fuels, lubricants, etc : -2 108 : 64 : 1,765
4 : 0ils and fats-~-animal and vegetable-~-~——-—--= : -3 -3 31,987 : 37,775
5 : Chemicals : -3 10,443 : 19,595 : 60,494
6 ¢ Manufactured goods classified by chief s : H o3
¢ material : -2 43,300 : 10,837 : 25,296
7 ¢ Machinery and transport equipment~--====--—v-= : -3 65,118 : 51,881 : 93,007
8 : Miscellaneous manufactured articleg-——————==m= : -3 3,380 : 4,541 : 13,706
9 : Commodities and transactions not elsewhere : : H ]
¢ classified : -3 17 : 32 : 40
: Total 2/ : -3 135,388 : 171,318 : 818,241
. . U.S. imports 3/
0 : Food and live animals : - 23,505 : 25,514 : 26,057
1 : Beverages and tobacco : -2 245 : 200 : 643
2 : Crude materials--inedible, except fuel-——————- : -3 37,603 : 43,970 : 57,375
3 : Mineral fuels, lubricants, etc : - 1: 950 : 4/
4 : 0Oils and fats--animal and vegetable-~———m-——-m s . -2 2,429 : 55 ¢ 3,262
5 ¢ Chemicals : -3 17,701 : 21,369 : 32,795
6 ¢ Manufactured goods classified by chief : : : :
!  material : 1: 63,972 : 47,868 : 93,082
7 ¢ Machinery and transport equipment—--—--—-——-—- : -3 906 : 750 : 565
8 ¢ Miscellaneous manufactured articles=-~=—====== : - 46,646 : 55,041 : 101,993
9 ¢ Commodities and transactions not elsewhere H : : :
s classified : - 3 1,641 : 1,684 : 972
: Total 2/ : 1: 194,649 : 197,400 : 316,743

1/ Data for 1970, 1976, and 1977 are based on the Standard International Trade Clasalf1cat10n (s1TC),
Revised, but have been adJusted by the inclusion of nonmonetary gold to both exports and imports. Data for
1978 are based on the SITC, Revision 2. Because of changes in classifications between the 2 revisions, data
for 1978 on a 1-digit basis are not comparable with data for earlier periods. See the discussion in the
introduction of this report. :

2/ Because of rounding, the sum of the column may not equal the total.

3/ Data for 1970 are U.S. general imports; data for 1976-78 are U.S. imports for consumption.

4/ Less than $500.

Source: U.S. Department of Commerce publications and U.S. Department of Commerce, Bureau of East-West
Trade.
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The President of the United States announced on December 15, 1978, that
normal diplomatic relations would be established with China beginning in
1979. This development was preceded by several events: that revolutionized
China's relations with the entire Western world. A softening in the Chinese
attitude concerning economic ties with market economies had already been under
way. In 1978, China signed long-term trade agreements with Japan and the
European Community, thus formalizing trade relations with these important
partners. Both treaties included provisions for the extension of MFN
treatment to the other's exports. Under the provisions of the 8-year
Sino-Japanese treaty, Japan will import significant volumes of Chinese crude
oil and coal. In return, China will buy modern Japanese industrial plant and
equipment and a considerable quantity of construction materials. Under the
5-year Sino-European Community pact, the Community agreed to substitute
"friendly consultation arrangements" for unilateral preventive action against
disruptive imports from China. Europeans expect to gain important advantages
in the development of the world's most populous markets, while China is
interested in gaining access to sophisticated European techniques and
equipment needed in its industrial and agricultural modernization programs.
In December France signed a separate long-term trade agreement with China,
identifying targets for two-way trade and areas in which trade in both
directions would be specifically developed. 1/

This acceptance of foreign products and financial and technical services
on a large scale represents a sharp break with past Chinese policies of
self-reliance. China has dropped the long-standing policy of not borrowing
abroad to finance capital purchases. Chinese officials now shows interest in
obtaining financing from industrial countries, both from private sources and
national and international lending institutions. In November 1978 China
requested economic aid from the United Nations for the first time. To further
maximize the benefits of foreign technology in its modernization program,
China is now considering new alternatives in attracting capital from market
economies. Permitting foreign ownership will indeed represent a radical break
with the past.

The ambitiousness for China's future is best expressed in the revised
10-year plan, announced in March 1978 for the remaining 8 years of the 1976-85
plan period. The plan revealed enormous implications for China's foreign
trade and economic relations. It aims at bringing China to "...an economic
and technological level in most fields close to that of the most developed
capitalist countries by the year 2000." Growth of industrial output is
scheduled at over 10 percent per year. Farm production is to grow by 4 to 5
percent annually, twice the rate experienced in 1973-77, and the output of
grains is to be expanded by more than one-third. The backbone of the plan
comprises 120 key projects, including steel plants and nonferrous complexes,
oil and gas fields, coal bases, electric power statiomns, harbors, and
railroads. Advanced-market economies are invited to play a major role in
these projects. The plan includes a program for substantial imports of
equipment and technology from Japan, Western Europe, and the United States, in

1/ There has been growing indication in the first quarter of 1979 that the
ambitious targets of the long-range plan and several resulting Chinese import
commitments to market economies are now under revision.



26

that order. Although the plan provides for larger exports to pay for
additional imports, China must go heavily in debt to satisfy its vast needs.
Some believe that this indebtedness will ultimately act as a constraint on the
growth of United States-Chinese trade, although the actual impact is subject
to debate.

The National Council for United States-China Trade, a semiofficial entity
in United States—Chinese relations, has estimated that China's combined
imports and exports with the world will approach $20 billion in 1978, 30
percent more than in 1977. Market economies, predominantly Japan, Hong Kong,
and the European Community, accounted for about four-fifths of China's total
trade during the year. The U.S. share amounted to only an estimated 5
percent.

The relatively small U.S. share of Chinese trade has not dampened
American business enthusiasm to tap the market of the world's most populous
country. Despite the absence of formal ties this past year, the institutional
framework of United States-China trade expanded vigorously with frequent
exchanges between U.S. and Chinese traders, technicians, and officials.
Probably the most significant Government-to-Government contact was made in the
last quarter of the year when the U.S. Secretary of Agriculture visited
China. He discussed U.S. grain sales and other matters with Chinese
officials, such as exchanges of scientists, students, and trading information
on pest-control methods and breeding techniques. Representatives of private
U.S. interests and Chinese authorities have initated negotiations or concluded
several contracts which will have a marked effect on the future level and
composition of United States—~Chinese trade.

Normalization of economic relations is generally expected to lead to a
long-term trade agreement between the United States and China, such as those
China has concluded with Japan and the European Community. MFN treatment and
Eximbank financing are expected to be part of such an agreement and to boost
the presently small U.S. share of China's aggregate foreign trade. However,
while the removal of political and institutional obstacles will undoubtedly
generate more bilateral trade, the level will ultimately depend on China's
ability to finance and absorb a large amount of foreign capital and technology.

(S
U.S. exports

In 1978, U.S. exports to China amounted to $818 million, almost five
times more than in 1977. Food and crude materials jointly constituted over 70
percent of these exports. In 1977, there were virtually no U.S. sales in the
food category, and exports of crude materials that year accounted for less
than a quarter of such exports in 1978.

Two grain items were responsible for all food exports-—-wheat and yellow
corn. These were the first U.S. grain sales to China since 1974, although
China has been a substantial grain importer from the early sixties. Its
principal suppliers have been Canada and Australia, countries with which China
has long-term trade agreements. In 1973 and 1974 China bought large
quantities of grain from the United States too, but made no further purchases
in 1975-77, despite significant imports from other sources. Chinese officials
have indicated that the discovery of TCK smut (a plant disease) in 1974
shipments was the primary grounds for the rejection of U.S. grains.
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In 1978, China resumed grain purchases from the United States, sourcing
more than one half of its total grain imports from the United States. U.S.
grain deliveries exceeded 2 million metric tons of wheat and 1 million metric
tons of corn in 1978, a joint value of $362 million. However, China purchased
more than double this quantity during the year, part of it for delivery in
1979. Renewed Chinese grain purchases from the United States stemmed from
several causes. Mutual relations had been steadily improving, even prior to
the presidential announcement concerning normal diplomatic relations.
Meanwhile, a poor harvest in China for the second year in succession,
coinciding with the limited availability of exports from China's traditional
suppliers, made substantial imports from the United States a necessity. The
interest of Chinese officials in U.S. grains was strengthened by assurances
from the Secretary of the U.S. Department of Agrlculture that the quallty
problems of past U.S. grain shipments would not arise again.

The occasion for such assurances was the Secretary's visit to China in
November 1978, which marked a turning point in United States—Chinese
agricultural trade. Chinese officials indicated at that time that the United
States could become an important regular suppller for China, instead of a
residual one. They said that China's grain imports are expected to amount to
10 million metric tons annually, of which U.S. grains could account for 5
million to 6 million. Indeed, despite the ambitious grain output targets
specified in the 10-year plan, China's grain imports are likely to increase
substantially. The Government's recent emphasis on livestock, pork, and
poultry production for increased domestic meat consumption will generate
greater demand for imported feed grains. Higher per capita human consumption
of grains and the Government's policy of stockpiling will also create
additional demand. With steadily normalizing relations, the United States is
expected to capture a substantial share of this growing market. For 1979, a
repetition of large U.S. grain deliveries is expected on the basis of
purchases already made last year.

The U.S. share of the Chinese grain market will depend on the availability
of Government-backed credit. During his visit the Secretary of Agriculture
discussed the extension of deferred payments' credits for China's grain
purchases from the United States. As the Agricultural Act of 1978, which made
China eligible for Commodity Credit Corporation (CCC) credits, passed only
shortly before the Secretary's visit in November, 1/ this was the first time
this matter was mutually considered. CCC credits for China--a function of the
amount of all CCC credits in the Federal Budget and their allocation between
recipients--will heighten the competition between U.S. grain exporters and
their Canadian and Australian competitors.

U.S. sales of raw materials to China amounted to $224 million in 1978.
Cotton constituted 70 percent of this value, polyester fibers and soybeans the
rest. In 1978, China resumed cotton purchases from the United States on a
large scale. U.S. exports amounted to $157 million or more than 500,000
bales. Exports in 1977 were less than 18,000 bales, following a hiatus in
1976. 1In 1975, the last year of meaningful cotton exports to China, U.S.
sales amounted to about half of sales in 1978. As with grains, data on U.S.
cotton exports in 1978 indicate only part of the Chinese purchases made during
the year. On the basis of deliveries already scheduled for 1979, a repetition
this year of major U.S. cotton exports to China is a virtual certainty.

1/ Public Law 95-501, passed Oct. 21, 1978.
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Although dwarfed by soaring agricultural sales, U.S. exports of
manufactures to China also rose in 1978. Exports of machinery and
transportation equipment amounted to $93 million, 80 percent more than in
1977. Imports consisted of capital equipment, led by parts of machinery and
equipment for oilfield and gasfield drilling, steam turbines, air and gas
compressors, and pumps. Other principal export items in the group were diesel
engines and trucks. U.S. sales of chemicals tripled in 1978; they rose to $60
million, reflecting increased sales of fertilizers.

. Some of these exports may have already resulted from United States-Chinese
contracts inspired by China's recent modernization drive. No change of basic
composition is expected in the sense that agricultural exports will remain
dominant, and manufactures will be concentrated in capital equipment. But the
latter are expected to be not only much larger than before, but also more
diversified. It is estimated that the United States has already reached
agreements involving sales of capital equipment for well over $2 billion.
These include sometimes complete plants with associated technology and
equipment. For example, Bethlehem Steel and U.S. Steel agreed to develop iron
mining and processing establishments and the Fluor Corp. agreed to plan and
build a copper-mining project for China. As reported in the 16th quarterly
report, 1/ the hotel subsidiary of Pan American Airways won a contract to
build hotels in China and manage them for several years. In addition to large
projects, U.S. companies have agreed to sell, among other products,
agricultural machinery, aircraft, producers' goods for coal mining such as
shuttle cars, drilling, pumping, and prospecting equipment, and oilfield
vehicles for the petroleum industry. It should be noted that exports to China
of U.S. technology involving air transportation and petroleum already had
precedents, principally between 1972 and 1975.

There are currently no U.S. exports of consumers' items to China, and very
few are expected, in view of China's limited ability to pay even for
high-priority producers' goods. Exceptions will be products used by
tourists. U.S. sales of Coca-Cola in China, agreed on by the Coca-Cola Co.
and Chinese officials, come under this heading.

The contracts China signed with representatives from other advanced
industrial countries, mostly Japan, West Germany, and France, involve many
times higher trade levels than the U.S. export commitments now on the books.
Exporters from these countries are backed by their govermments' long-term
credit guarantees, which can give them a marked competitive edge over U.S.
suppliers. To eliminate this handicap of U.S. companies, a bill was submitted
in Congress in early 1978 which would have made China eligible for Eximbank
credit guarantees. Congress voted down the proposal, but it has reappeared in
a bill introduced in February, 1979. 2/ Meanwhile, anticipating an early
resolution of the problem, large U.S. banks have already offered to open
investment capital relationships with the Bank of China.

'1/U.S. International Trade Commission, 16th Quarterly Report to Congress and
the East West Foreign Trade Board on East-West Trade.
2/ See discussion of proposed amendments on the Export-Import Bank Act on

p. 23. :
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U.S. imports

U.S. imports from China increased 60 percent to $317 million in 1978.
Imports of certain labor-intensive items diversified and rose markedly even
though most of these items are subject to column 2 duties.

U.S. purchases of miscellaneous manufactured articles, the leading major
product class of imports from China, doubled, compared with their level in
1977. This group includes antiques, baskets, which are traditional imports
from China, but also comprises cotton gloves, shirts, jeans, blouses, and
nightwear, the imports of which rose rapidly, causing protests from U.S.
manufacturers.,

Cotton gloves from China were the first imports which became the subject
of an investigation by the U.S. International Trade Commission for possible
market disruption, under section 406(a) of the Trade Act of 1974. Section
406(e)(2) of the Trade Act defines market disruption to exist within a
domestic industry if "imports of an article, like or directly competitive with
an article produced by such domestic industry, are increasing rapidly, either
absolutely or relatively, so as to be a significant cause of material injury,
or threat thereof, to such domestic industry." On the basis of this
investigation, the Commission reported to the President on March 15, 1978, its
determination that market disruption does not exist within the meaning of the
statute. 1/ Later in 1978, clothespins, another product from China, became
the subject of an investigation under the same statute. In August the
Commission reported to the President its determination that clothespins
imported from China were the cause of market disruption, while such imports
from Poland and Romania were not. The Commission recommended annual quotas on
clothespins from China as a remedy for market disruption. In October the
President of the United States rejected the Commission's recommendation on
grounds that such relief would not solve the domestic industry's problems,
noting the significance of imports from sources other thaz China. Another
investigation on the Commission's own motion concerning imports of clothespins
from all sources led to Presidential authorization of global quotas in
February 1979.

Another major import category from China in 1978 with almost twice the
import value of that in 1977 was manufactured goods classified by chief
material. This group includes textiles, imports of which have soared,
providing cause for serious domestic concern. Purchases of textiles began to
increase slowly after United States-Chinese trade relations resumed in 1973.
They became significant in 1976, but declined in 1977, perhaps as a result of
an earthquake in the textile-producing regions of China. Imports reached
record levels in 1978. U.S. purchases of print cloth shirt made of cotton,
the number one item among all U.S. imports from China, amounteu to $13 million
in 1976, $8 million in 1977 and $20 million in 1978. This fabric is used for
making shirts as well as other clothing items. Imports of cotton textiles
rose most rapidly, but those made of wool and manmade fibers also increased.
The U.S. industry raised protests about these developments and expressed
concern about the threat of further increases, especially if China is granted
MFN treatment. In response, early this year, the U.S. Government began to
negotiate orderly growth for imports from China. It should be noted that

1/See U.S. International Trade Commission, 15th Quarterly Report to the
Congress and the East-West Foreign Trade Board, p.l6.
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imports of Chinese textiles, in addition to apparel items, increased, despite
a significant column 2 duty differential applicable to these items.

Unwrought tin, another traditional import item from China is also
included in manufactured goods classified by chief material. Imports by value
more than tripled from their unusually low level in 1977 to $15.5 million in
1978. For years China has been an important U.S. supplier of tin.

Imports of crude materials rose by 30.5 percent from 1977, amounting to
$57 million in 1978. Feathers, with imports amounting to $15 million in 1978,
are the leading item in the group. China has been historicaly the dominant
U.S. supplier of feathers, which have been entering the United States duty
free since April 1975, provided they are in an uncleaned state. In
January-September 1978, imports from China accounted for 36 percent of all
U.S. imports by volume. Compared with value in 1977, the value of U.S.imports
increased 21.7 percent in 1978, but as prices increased even faster, the
volume of imports has actually declined. Other important crude materials from
China are tungsten ore and raw silk.

Mineral oil, a potential Chinese export item with the capability to pay
for a large part of potential U.S. exports under China's modernization
program, has not yet surfaced in the 1978 import picture. However, the
foundations of future U.S. imports of mineral oil from China were laid during
the year. In November, China agreed to sell 0.5 million tons (about 3.6
million barrels) of crude oil to Coastal States Trading Inc., a Texas-based
oil company. The contract with Coastal States represented the first Chinese
0il exports to a private corporation, as previously Chinese crude oil was sold
only on a Government-to-Government basis. Delivery is scheduled for early
1979, and by mid-March, more than 20 million dollars worth had entered the
United States.

The level of future oil imports from China will depend on, among other
things, the outcome of agreements currently under consideration between China
and large U.S.-based multinational oil companies, Exxon, Union 0il, Phillips,
Pennzoil, and possibly others, concerning U.S. assistance in the development
of China's oil resources. Such agreements would involve U.S. imports of crude
0il as "pay-back" for equipment, technology, and other services.

Poland

Total United States-Polish trade in 1978 achieved a record $1.1 billion
as U.S. exports to Poland soared 55 percent to $677 million and imports
increased by 34 percent to $436 million (table 10). Increased exports of U.S.
agricultural products and imports of Polish semimanufactured and manufactured
items were the principal causes of the 46 percent increase in total trade
turnover. The resulting U.S. trade surplus of $24]1 million was substantially
above the 1977 surplus of $110 million but below surpluses registered in 1975
and 1976.

Prospects for continued high growth in trade are mixed. Poland incurred
massive debts in its efforts to modernize its industry and to supplement its
grain production, which has been hampered by a series of poor harvests. By



Table 10.--U.S. trade with Poland, by SITC Nos. (Revision 1 and 2), 1/ 1970, 1976-78

(In thousands of U.S. dollars)

SITC : : : : :
commodity : Description : 1970 1976 1977 1978
code No. : 4 : : :
) . U.S. exports
0 ¢ Food and live animals : 18,383 : 430,073 : 251,600 : 413,715
1 : Beverages and tobacco : 1,757 : 6,492 : 11,119 11,237
2 ¢ Crude materials--inedible, except fuel--—-=w-- s 24,028 47,087 : 50,403 : 97,584
3 : Mineral fuels, lubricants, etc : 48 273 242 151
4 : Oils and fats--animal and vegetable--—==——~~——=- s 12,900 : 8,306 : 3,748 : 11,425
5 : Chemicals : 6,513 : 16,062 : 16,038 : 10,260
6 : Manufactured goods classified by chief : : : :
: material : 1,211 : 13,835 : 11,083 : 12,743
7 ¢ Machinery and transport equipment——-————=————— : 3,602 : 89,308 : 85,546 : 103,312
8 ¢ Miscellaneous manufactured articleg——————————= : 1,220 : 8,550 : 7,517 : 15,284
9 ¢ Commodities and transactions not elsewhere : : : :
¢ classified : 172 : 1,049 : 1,240 : 1,312
: Total 2/ : 69,838 : 621,035 : 436,536 : 677,022
. . U.S. imports 3/
0 : Food and live animals s 54,408 : 144,955 ¢ 126,680 : 151,404
1 ¢ Beverages and tobacco : 315 : 529 : 452 ¢ 685
2 ¢ Crude materials--inedible, except fuel-—--————- : 3,181 : 7,201 : 7,168 : 4,844
3 ¢ Mineral fuels, lubricants, etc——=—-———=——u—=——- : 88 : 9,197 : 18,819 : 19,744
4 : Oils and fats-—animal and vegetable-—————==——- : 12 908 : 1,721 : 1,708
5 : Chemicals : 3,442 22,608 : 16,353 : 21,382
6 ¢ Manufactured goods classified by chief : : : :
: material : 26,487 50,748 : 61,730 : 109,674
7 : Machinery and transport equipment—-—-=—-—=—=—-- : 1,934 : 18,435 : 28,316 : 33,453
8 : Miscellaneous manufactured articles-———————=== 3 7,831 : 58,506 : 64,747 92,067
9 : Commodities and transactions not elsewhere : : : :
t  classified—- -— 176 : 1,349 : 522 : 987
: Total 2/- : 97,946 : 314,436 : 326,508 : 435,947

1/ Data for 1970, 1976, and 1977 are based on the Standard International Trade Classification (SITC),
Revised, but have been adjusted by the inclusion of nonmonetary gold to both exports and imports. Data for
1978 are based on the SITC, Revision 2. Because of changes in clagsifications between the 2 revisions, data
for 1978 on a 1-digit basis are not comparable with data for earlier periods. See the discussion in the
introduction of this report.

2/ Because of rounding, the sum of the column may not equal the total.

3/ Data for 1970 are U.S. general imports; data for 1976-78 are U.S. imports for consumption.

Source: U.S. Department of Commerce publications and U.S. Department of Commerce, Bureau of East-West
Trade.
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the end of 1978, Poland had built up an estimated long-term debt of $14.8
billion, plus an estimated $2 billion more in short-term credits of less than
1 year. West Germany and Great Britain are its major creditors, but Poland is
indebted to the United States for some $1.9 billion, including about $1.24
billion in debts held by U.S. banks, approximately $500 million in credits
from the Commodity Credit Corporation (CCC) for grain purchases, and about
$175 million from the Export-Import Bank. Poland's debt-service ratio has
been estimated at 40 to 60 percent, well above the 25 to 30 percent level that
most bankers agree to be reasonable. However, Western creditors continue to
extend credit to Poland and to consider the country a good credit risk for two
main reasons: (1) Poland has a solid record of paying its debts in full and
on time, and (2) the Western creditors believe that the Soviet Un1on would not
permit Poland to default on any loans.

Because of its large debts, Poland has been limiting its overall imports
from the West in an attempt to lower its trade deficit. Although imports from
the United States increased in 1978, the overall trade deficit with the West
decreased from $2.1 billion in 1977 to about $1.5 billion in 1978. Poland
intends to cut its trade deficit further with the West in 1979 by freezing
imports and expanding exports. Poland's First Deputy Minister of Finance has
been quoted as saying '"'beyond doubt, there will be no increase in imports"
from the West in 1979. 1/ However, the effect on U.S. exports, which are
highly concentrated in agricultural products and dependent on the state of the
Polish harvest, is not known. Poland has, for example, already been
authorized $404 million in CCC credits for 1979. Another pressure on the
trade deficit is that Poland faces a deceleration in its rates of both
population and labor-force expansion, and will need to import capital goods
from the West to automate its industry and mechanize its agricultural
production in order for its economy to continue to grow.

The Fourth Plenary Session of the Polish-U.S. Economic Council met in May
1978 in Washington, D.C. Discussions were held on trade financing and
industrial cooperation, the availability of long-term capital from private
U.S. markets, the U.S. Export-Import Bank, Eurodollar markets, and prospective
joint ventures. During the meetings, the General Motors Corp. and the Polish
Industrial Organizations under the Ministry of Machine Industry signed a
general agreement on industrial, technological, and trade cooperation. Under
the terms of the agreement, the two parties will develop two-way trade of
mutual interest involving purchases and sales of General Motors and Polish
products. The agreement also provides opportunities for licensing technical
assistance and development of cooperative programs.

U.S. exports

U.S. exports to Poland increased to a record $677.0 million, almost 10
percent above the previous record of $621.0 million established in 1976 and
55.3 percent above the level in 1977. Much of this increase can be attributed
to substantially increased exports of food and live animals, which accounted
for more than 60 percent of total U.S. exports to Poland. Exports of food and
live animals have represented more than 50 percent of total U.S. exports to
Poland for the past 4 years, as Poland has had to supplement domestic
production. Exports in the next largest category, machinery and transport

1/ Journal of Commerce, Dec. 11, 1978.
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equipment, increased from $85.5 million in 1977 to $103.3 million in 1978, or
approximately 15 percent of tot