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NOTE TO UNITED STATES GOVERNMENT
RECIPIENTS OF THIS REPORT

U.S. Government officials are invited to inquire about the availability of statistics on
US.-NME tade other than those presented herein. The Commission’s East-West Trade
Statistics Monitoring System contains the full detail of U.S. trade with all NMEs as issued by
the Census Bureau.. These data are maintained by the Commission on an annual, quarterly,
and monthly basis and are generally available within 8 wecks after the close of each reporting
period. More information on this service may be obtained from the Chief, Trade Reports
Division, USITC, telephone: (202) 205-3255.
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Introduction |

This series of reports by the United States
International 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 the
flow of imports and exports between the United States
and certain nonmarket economy countries (NMEs).!
These countries include both those listed in general
note 3(b) of the Harmonized Tariff Schedule of the
United States (HTS), subject to the generally hlgher
statutory rates of duty in column 2 of the HTS,2 and
thosé 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. Although all
of the countries covered in this report remain
designated NMEs, some of them have made significant
progress in introducing market-oriented reforms into
their economies.

Under section 410, the Commission is required to
publish a summary of trade data for the Congress and
the East-West Foreign Trade Board once each calendar
quarter. As of January 2, 1980, the East-West Foreign
Trade Board was abolished, and its functions were
transferred to the Trade Policy Committee chaired by
the United States Trade Representative.

“The statute requires that the reports in this series
present data on the effect, if any, of imports from
NME:s on the production of like or directly competitive
articles in the United States and on employment within
industries producing those articles. To fulfill this
requirement, the Commission developed an automated

trade statistics monitoring system to identify imports

from the NMEs 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, the monitoring system is
run only once each year. However, every quarterly
report monitors imports from NMEs and discusses
trends that may be significant for U.S. commerce.

! Eartier reports in this series included Yugoslavia among the
NMEs whose trade with the United States is monitored. At the
suggestion of the United States Trade Representative and after
consuliation with the appropriate congressional committees, the
Commission determined that Yugoslavia would no longer be
included in the countries covered by this report. This decision
became effective with the 27th report. (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 publication 1188, September 1981, p. 1, hereinafter 27t
Quarterly Report.)

Because of the reunification of Germany in 1990 and
beginning with this quarnery report, U.S. trade with East
Germany will no longer be covered by this series of reports.

2 As of March 31, 1991, the following countries or areas
were enumerated in gcneral note 3(b) of the HTS: Afghanisian,
Albania, Bulgaria, Cambodia (Kampuches), Cuba, Estonia, Laos,
Latvia, Lithuania, Mongolia, North Korea, Romania, the US.SR.,
and Vietnam. In this series of reports, imports from and exports
to Estonia, Latvia, and Lithuania are included in the data on
US.-US.SR. trade. )

3 Czechoslovakia was granted MFN tariff status on Nov. 17,
1990.

The reports focus on U.S. trade with Bulgaria,
China, Czechoslovakia, Hungary, Poland, Romania,
and the U.S.S.R., whose current levels of trade with the
United States have the potential to affect a domestic
industry.  Although U.S. trade with Afghanistan,
Albania, Cambodia, Cuba, Laos, Mongolia, North
Korea, and Vietnam is negligible, exports to and
imports from each of these are shown and included in
the totals for “All NMEs” in these reports.

In the early 1950s, the MFN status of all NMEs
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 such countries.
Section 401 of the Trade Act of 1974 reaffirmed the
policy of denying MFN tariff treatment to imports from
NMEs with the exception of Poland whose MFN wrade
status had been restored in 1960.* 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 resulting in MFN
tariff treatment were extended to Romania in 1975, to
Hungary in 1978, to China in 1980, and to
Czechoslovakia in 1990.5

During the 1980s, the following developments
affected the MFN status of individual NMEs. In
October 1982, the President suspended the MFN status
of Poland, but restored it in February 19876 In
February 1988 the Government of Romania informed
the U.S. Government that it had decided to renounce
MEN status under the terms of section 402 of the Trade
Act of 1974, and the waiver extended to Romania was

--accordingly suspended on July 3, 1988.7 Finally, on

4 This provision was not applicable to countries that had
MEN status when the Trade Act of 1974 was enacted.

5 On Dec. 12, 1990, the President issued a Jackson-Vanik
waiver for the Soviet Union to make it unmedmu:ly ehglble for
export credit guarantees provided by the U.S. rtment of
Agriculture for the purchase of grains and other EaS farm
glr;)duw On June 3, 1991, the President submitied 1o Congress

recommendation to extend the waiver authority for the Soviet
Union for another year. However, the Soviet Union cannot
receive MFN tariff staws until the United States-Soviet trade
agreement is approved by the Congress and takes effect.

On Jan. 22, 1991, President Bush issued a Jackson-Vanik
waiver for Bulgaria, and on Jan. 23, 1991, he issued a waiver for
Mangolia, the first step toward granting MFN status to these
countries.

6 The reason cited for the suspension was the failure of
Poland since 1978 to meet certain import commitments under its
Protocol of Accession to the General Agreement on Tariffs and
Trade (GATT), but a more immediate reason was the Polish
Govemment’s banning of the Solidarity trade union in October
1982. The restoration of Poland’'s MFN status in 1987 completed
the gradual removal, over more than a 3-year period, of a number
of economic sanctions that the United States had enacted against
the Polish Govemment in response to its imposition of martial
law in 1981 and its subsequent repression of the Polish

Since Poland’s MFN status was initially restored prior to the
enactment of the Trade Act of 1974, its reinstated MFN status is
28(2 subject to either the review or renewal provisions of section

7 Any waiver of the Jackson-Vanik amendment remains in
effect only through July 2 of each year if not renewed by the
President at least 30 days before this scheduled expiration date.



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 require-
ment of section 402, This determination released
Hungary from the waiver procedure that had made its
MFN status subject to annual renewal.

Imports from Communist countries can be subject

to market-disruption investigations by the Commission
under section 406 of the Trade Act of 1974 (19 U.S.C.

§ 2436). Section 406 was included in the Trade Act of:

1974 because, in the view of the Senate Committee on
Finance, a Communist country, “through control of the
distribution process and the price at which articles are
sold,” could direct exports “so as to flood domestic
markets within a shorter time period than could occur
under free market condition[s].”

In the HTS, as noted above, the MFN rates of duty
are set forth in the general subcolumn of column 1, and -

the rates applicable to products of designated
Communist countries are set forth in column 2. The
latter are, in general, the rates that were established by
the Tariff Act of 1930, and they are equal to or higher
than the MFN rates. Since many column 2 rates are
substantially higher than the ' corresponding
column 1-general rates, actual or potential U.S. imports
from countries subject to column 2 rates are affected in

some measure by the rates of duty on the specnﬁc items

involved.

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. ‘

Beginning with the 58tk Quarterly Report9 the
trade data in this series have been presented in terms of
the Harmonized System (HS). The detailed analysis of
imports is now 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
also includes references to chapters Stwo-dngnt
numbers) and headings (four-dngnl numbers).!9 These
new classifications for reporting trade between the
United States and the NMEs have replaced the
seven-digit items of the Tariff Schedules of the United

8 U.S. Congress, Senate, Trade Reform Act of 1974: Report
of the Commiliee on Finance. . ., 93d Cong., 2d sess., 1974, Rep.
No. 1298, p. 210.

9 'Ihroughoul the report, citations in this abbreviated form
refer to carlier reports in this series.

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

States Annotated (TSUSA), seven-digit Schedule B
Nos., and Standard Intemational Trade Classification
(SITC) Revision 2 categories used in all earlier reports
in this series. Consequently, since the trade data for
1988 and earlier periods were compiled using the old
classifications and then converted to the HS-based
system, the values and quantities shown for all
commodities exported and imported prior to 1989 must
be treated as estimates.

The U.S. International Trade Commission is an
independent, factfinding agency. Thus, any statements
made in the quarterly reports on U.S. trade with the
NME:s 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 these reports should be
construed to indicate what the Commission’s
determination would be if an investigation was
conducted under another statutory authority.

This quarterly report contains a summary of U.S.
trade with the NMEs during January-March 1991. The
report also contains a special section that discusses the
decline in trade between Eastern Europe and the Soviet
Union during the first quarter of this year.

Additional copies of this report can be obtained by
calling (202) 205-1809 or by writing to the Office of
the Secretary, U.S. Intemmational Trade Commission,
500 E Street SW., Washington, DC 20436. Requests to
receive the report on a quarterly basis should be
directed to (202) 205-3255 or to the Trade Reports
Division, U.S. International Trade Commission, 500 E
Street SW., Washington, DC 20436.

'First-Quarter Developments
in Trade Between the
United States and the

Nonmarket Economy Countries

Two-way merchandise trade between the United
States and the nonmarket economy countrics (NMEs)
amounted to $6.7 billion during the first quarter of
1991, up 6.1 percent from the $6.3 billion . figure
registered during the corresponding quarter of 1990.
At $2.7 billion, U.S. exports to NMEs remained
virtually unchanged from the first quarter of 1990 to
the quarter under review, but imports from these
countries rose by 11.6 percent, from $3.6 billion to $4.0
billion over the period. @~ The U.S. deficit .in
merchandise trade with the NMEs increased by 48.6
percent, from $0.9 billion during January-March 1990
to $14 billion during January-March 1991, but
remained considerably below the $3.3 billion record
quarterly deficit reported for the third quarter of 1990
(table 1). The increase in the deficit from the first
quarter of 1990 to the quarter under review can be
attributed largely to a 15.0-percent increase in imports
from China and a 12.6-percent decrease in exports to
the Soviet Union. The U.S. deficit in trade with China
increased from $1.9 billion during the first quarter of
1990 to $2.2 billion during the first quarter of 1991.



Table 1

U.S. trade with the world and with the nonmarket economy countries,! by quarters, January 1990-March 1991

. ’ T January- Apnil- July- October- January-
Item o March June September December March
Value (million dollars)
U:S. world trade: .
Exports ....... ... 0 . ... oot 92,657 95,821 89,253 96,805 97,575
Imports ........... ... it 118,365 118,688 122,667 130,834 114,703
Balance .......... e e -25,708 -22,867 -33,414 -34,029 -17,128
Trade turnover (exports plus imports) ....... 211,022 214,509 - 211,920 227,639 212,278
U.S. trade with NMEs: - )
Exports ........... N 2,696 2,723 1,704 1,833 2,666
Imports ........ooiiviiin i, 3619 3,856 4,979 4,798 4,037
Balance .................. ... ... -923 -1,133 -3,275 -2,965 -1,371
Trade turnover (exports plus impgns) ....... 6,315 - 6579 " 6,683 6,631 6,703
Percent of total
Share of total U.S. trade accounted N
for by trade with NMEs: : . :
Exports ..............ccoiiiiiiiiiii.., 291 284 1.91 1.89 2.73
Imports .. ....... ... 306 325 4.06 3.67 3.52

1 Afghanistan, Albania, Bulgaria, Cambodia, China, Cuba, Czechoslovakia, Hungary, Laos, Mongolia, North Korea, Poland,
Romania, the U.S.S.R. (including Estonia, Latvia, and Lithuania), and Vietnam. .

Note.—Import figures in this and all other tables in this report are Census-based imports for consumption at customs value.

are domestic ggaons only, including Defense Department military assistance shipm
ted in this report will not agree with values published.in earlier reports in this series due to the removal of data for the

totals presen
former East Germany.

£ L
ents, and are valued on an f.a.s. basis. NME

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

Over the same period, the U.S. surplus in trade with the
Soviet Union decreased from $932.4 million to $802.0

million and that with Eastern Europe increased from

$3.4 million to $11.0 million.

Although U.S. exports to the NMEs from the first
quarter of 1990 to the corresponding quarter of 1991
- remained virtually unchanged at $2.7 billion, it is
noteworthy that exports during the first quarter 1991
registered a significant increase over a July-September
1990 low of $1.7 billion. Consecutive quarterly
increases in these exports occurred during
October-December 1990, when they rose to $1.8
billion, and during the quarter under review (fig. 1).

The Soviet Union’s share of -the valué of “U.S.

_shipments to all NMEs increased from 34.3 percent
during 1990 to 39.4 percent during January-March

1991. On the other hand, the relative shares of China, .

Poland, and Romania all fell during the first quarter of
1991 compared with the shares of these countries
" during all of 1990 (fig. 2). However, from the first
quarter of 1990 to the first quarter of 1991, U.S.
exports to China increased by 10.9 percent, from $1.2
billion to $1.4 billion, and U.S. exports to the Soviet
Union fell by 12.6 percent, from $1.2 billion to $1.0
billion. The value of U.S. exports to Eastern Europe!!
declined by 5.2 percent, from $266.2 million during the
first quarter of 1990 to $252.3 million during the
corresponding quarter of 1991, and that region’s share

U “Eastemn Europe” refers to Bulgaria, Czechoslovakia,
Hungary, Poland, and Romania.

of U.S. exports to all NMEs fell from 9.9 percent to 9.5
percent. Poland was the third largest NME market for
U.S. products during the months January-March 1991,
and Romania ranked fourth (table 2). (For data on U.S. _
exports to the individual NME countries by Schedule B
sectio;x, see tables A-2, B-2, B-3, and B-5 through
B-17.

U.S. exports of vegetable products (sec. 2) to the
NMEs—primarily com, wheat, ~and other
grains—decreased by 27.5 percent, from $1.0 billion
during the first quarter of 1990 to $0.8 billion during
the first quarter of 1991. Nevertheless, vegetable
products, with a 28.2-percent share of U.S. shipments,
remained the leading commodity group among U.S.
exports to-the NMEs (table A-1). Among the leading
items exported to NMEs, corn (Schedule B subheading
1005.90) remained the top export item; wheat
(Schedule B subheading 1001.90) fell from second
place to fourth, and soybeans (Schedule B subheading
1201.00) fell from sixth place to eighth. U.S.
shipments of corn to NME markets amounted to $529.7
million during the first quarter of 1991, compared with
$458.5 million during the first quarter of 1990. U.S.
wheat exports to all NMEs dropped from $426.3
million to $142.9 million (table C-1). Com led U.S.
exports to the. Soviet Union, followed by soybean
oilcake (sec. 4, Schedule B subheading 2304.00) and
wheat (table C-5).. Wheat ranked fourth among exports
to China (table C-3), and soybeans ranked third and
com fourth among exports to Eastern Europe (table

LCD. )



Figure 1
U.S. exports to all nonmarket economy countries, China, and the U.S.S.R., by quarters, April 1988-March 1991
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Source: Compiled from official statistics of the U.S. Department of Commerce.

Figure 2
Relative shares of U.S. expons to the nonmarket oeonomy countries, 1990 and Januaryouareh 1991 -

1990
China—53.3 percent
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Source: Compiled from official statistics of the U.S. Department of Commerce.



Table 2

U.S. exports to the individual nonmarket economy counlrles and to the world, 1989, 1990, January-March 1990, and

January-March 1991

(In thousands of dollars)

’ January-March—

Market 1989 1990 1990 1991
Afghanistan ......... Y 4,776 - 4,249 1,247 1,158
Albania ........ ... .. .. 5,287 10,409 2,227 4,495
Bulgaria ............. ... 180,733 83,691 15,281 27,865
Cambodia......................... e, 34 7 0
ChinNa ... ... e 5,775,478 4,775,734 1,223,824 1,356,852
Cuba ... e 2,629 1,298 405 280
Czechoslovakia ............. ... ... ... iviiiin... 51,287 85,300 14,773 30,057
11T F- P 119,305 151,643 27,499 39,381
T T 341 Yz4! 0 373
Mongolia ........... ... it 30 ‘94 14 426
NorthKorea . ........... ... ... i, -1 32 30 64
Poland ....... ... 411,228 395,905 71,905 95,635
Romania............. . ... 155312 367,792 136,729 59,342
U S S R o e 4,262,336 3,071,629 1,200,617 1,048,962
VietNam . ... e 10,493 ‘7,445 1,4 780
Total ... 10,979,285 8,956,025 2,696,056 2,665,669

Total, U.S. exports : .

“tothewordd . ...................... e 349,432,947 374,536,647 97,575,260

Note.—Because of rounding, figures may not add to the totals-shown.

92,657,259 .

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

U.S. corn shipments to the Soviet Union increased
from 3.6 million metric tons (mt) ($402.6 million)
during the first quarter of 1990 to 4.8 million mt
($520.1 million) during the first quarter of 1991.12
US. exports of com to Eastern Europe fell from
408,705 mt ($47.7 million) to 129,091 mt ($259
million), owing mamly to a drop in shipments to
Romania and Poland.13
10 a decline in sales to the Soviet Union and China.
-U.S. wheat shipments to the Soviet Union declined
from 1.9 million mt ($303.3 million) during
January-March 1990 to 1.1 million mt ($91.6 million)
during January-March 1991, and wheat exports to

12 After continuing to rise to 5.2 million mt ($628.3 million)
during April-June 1990, U.S. com exports to the Soviet Union
declined to 124,421 mt ($15.3 million) during the third quarter
and 317,422 mt ($32.0 million) during October-December 1990
before rebounding 10 4.8 million mt ($520.1 million) during
January-March 1991. This sharp rise in first-quarter 1991 com
shipments was partly due to a 6-month waiver for the Soviet
Union under the Jackson-Vanik amendment of the 1974 Trade
Act, issued by President Bush on Dec. 12, 1990. The waiver
made the Soviet Union immediately eligible for U.S. Government
credits, though not for MFN treatment. Specifically, the waiver
pummcd the authorization of $1 billion in credits that were made
available in December by the U.S. Department of Agriculture’s
Commodity Credit Corporation for the purchase of U.S.
agricultural products, including approximately $530 million in
loan guarantees to U.S. exporters for shipments of feed grains
(com, barley, sorghum, and oats). On June 3, 1991, the President
reported 10 the Congress that he had decided to extend the
Jackson-Vanik waiver, and on June 11, he authorized another
$1.5 billion in agricultural credits for the Soviet Union. The
credits will be staggered over time: $800 million are available in
June, $500 million in October at the start of the next fiscal year,
and $400 million in February 1992.

13 Com ex; to Romania declined from 205,520 mt ($25.1
million) to 2, mt ($7.6 million), and those to Poland fell from
179,989 mt (319 7 million) to 24,005 mt ($2.6 million).

Wheat exports fell largely due

" equipment  (sec.

China declined from 0.8 million mt ($123 0 million) 1o
0.7 million mt ($53.5 million).14 :

Chemical products (sec. 6), the second-ranking
commodity group among U.S. exports to the NMEs
following vegetable products, increased. from
$290.7 million during January-March 1990 to $404.8
million during January-March 1991. At $287.5

. million, fertilizers (ch. 31) remained the leading export

in this category, and, following corn, was the second
largest U.S. export to these countries (tables B-1 and
C-1).

Machinery, mechanical appliances, and electrical
16) became the third-ranking
commodity group among U.S. exports to the NMEs
during January-March 1991, falling from its
second-ranking position during the corresponding
quarter of 1990. Nevertheless, despite its fall in rank,
which reflected mainly the increase in shipments of
chemical products, machinery exports to NMEs
increased from $361.5 million during the first quarter
of 1990 to $399.5 million during the first quarter of
1991, With purchases of $260.4 million, China
remained the biggest NME market for these exports
during the quarter under review.

Textiles and textile articles (sec. 11) was the
fourth-ranking commodity group, up from the
sixth-ranking position during January-March 1990, and

14 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.



vehicles, aircraft, and other transport equipment (sec.
17) followed in fifth position. Among textiles, raw
cotton (heading 5201) rose from the seventh largest of
all U.S. export items to the NMEs during the first
quarter of 1990 ($102.7 million) to the third largest
($188.7 million) during the first quarter of 1991 (table
C-1). The growth in raw cotton exports was
attributable to increased shipments to China, up from
$96.7 million during January-March 1990 to $170.4
million during January-March 1991 (table C-3), and to
. Eastern Europe, up from $6.1 million to $17.0 million
(table C-7). U.S. exports of transport equipment {0
NME markets decreased from $282.6 million during
the first quarter of 1990 to $182.3 million during the
first quarter of 1991. China remained the largest NME
market during the quarter under review, taking
164.9 million dollars’ worth of all U.S. transport
equipment exports to the NMEs, Passenger transport
planes (Schedule B subheading 8802.40) accounted for
$125.6 million of these exports to China (table C-3).

U.S. imports from the NMEs increased from $3.6
billion during January-March 1990 to $4.0 billion
during the corresponding quarter of 1991. Closely
paralleling quarterly fluctuations in imports from
China, imports from all NMEs during the first quarter
of 1991 declined for the second consecutive quarter
after reaching an alltime quarterly high during
July-September 1990 (fig. 3).

U.S. imports from China increased by 15.0 percent,
from $3.1 billion during January-March 1990 to $3.5

Figure 3

billion during January-March 1991 (table 3), raising its
share of NME shipments to the United States from 87.6
percent during 1990 to 87.9 percent during the first
“quarter of 1991 (fig. 4). The Soviet Union accounted
for 6.1 percent of NME shipments to the United States
during January-March 1991 and Eastern Europe for 6.0
percent. U.S. imports from the Soviet Union registered
$246.9 million during January-March 1991, down 7.9
percent from $268.2 million during the corresponding
quarter of 1990. U.S. imports from Eastern Europe fell
from $262.8 million to $241.3 million over the same
period, down 8.2 percent, reflecting largely a
51.8-percent decrease in imports from Romania.

Textiles and textile articles (sec. 11) maintained
their place as first-ranking commodity group among
U.S. imports from the NMEs, representing 22.1 percent
of the value of shipments from these countries during
January-March 1991 (table A-5). Textile imports
increased from $872.1 million during January-March
1990 to $893.2 million during January-March 1991,
reflecting a 2.4-percent increase in shipments. China
accounted for 95.9 percent of U.S. textile imports
during January-March 1991. U.S. imports of textiles
and textile articles from China increased by 2.6
percent, from $834.8 million during the first quarter of
1990 to $856.2 million during the quarter under review
(table B-2), owing principally to a 10.8-percent
increase, from $497.0 million to $550.5 million, in
imports of articles of appare! and clothing accessories,
not knitted or crocheted (ch. 62).

U.S. Imports from all nonmarket economy countries, China, and the U.S.S.R., by quarters, April 1988-March 1991
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Table 3

U.S. imports from the Individual nonmarket economy countries and from the world, 1989, 1990, January-March 1990, and

January-March 1991
(In thousands of dollars)
January-March—
Source 1989 1990 1990 1991
Afghanistan . ................ .ottt 3,821 5,314 982 848
Abania ... ... ... ... ... 2,815 2,197 591 499
Bulgana ...t e 57,331 42,897 13,634 9,659
Cambodia............ ..ot 314 112 63 0
China ... e e 11,859,172 15,119,852 3,086,030 3,547,478
Cuba ... s 0 77 77 0
‘Czechoslovakia ...............c.civiiiiiineenieennn. 82,117 79,014 20,729 26,529
-Hungary .......... e e 326,694 345,273 89,133 100,198
17 . TP 821 365 20 147
Mongolia ...............cc.ciiiiiiiiinn.. et 1,088 1,766 247 146
NorthKorea ...............coiiiiiniiiiinninninninnenn 0 0 0
Poland ...ttt 362,862 401,323 90,340 81,332
Romania. ........ccciiiinieiiiiiietireiininnesens 348,201 221,949 48,940 23,568
US S R .. e e 690,891 1,031,918 268,177 246,943
VOINaM ... i e 0 R 0
2 . 13,736,658 17,252,057 3,618,962 4,037,347
Total, U.S. imports
fromtheworld........ e e e 468,012,021 490,553,739 118,364,994 114,702,631
Note.—Because of rounding, figures may not add to the totals shown.
Source: Compiled from official statistics of the U.S. Department of Commerce.
Figure 4 :
Relative shares of U.S. imports from the nonmarket economy countries, 1990 and January-March 1991
Jan-Mar 1991
China—87.6 percent China—87.9 percent
U.S.8.R.—6.0 percent S\ U.S.S.R.—6.1 percent
Poland—2.3 percent Poland—2.0 percent
Hungary—2.0 percent $¢54 Hungary 2.5 percent
All other—2.1 percent All other—1.5 percent
Source: Compiled from official statistics of the U.S. Department of Commerce.
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‘U.S. imports of footwear, headgear, and artificial
flowers (sec. 12) increased by 58.8 percent, from
$390.3 million during the first quarter of 1990 to
$619.7 million during January-March 1991, overtaking
shipments of machinery, mechanical appliances, and
electrical equipment (sec. 16) for second-ranking
position among commodity group imports from NME
sources. The increase in imports .in this commodity
group was almost entirely attributable to a rise in
shipments of footwear (ch. 64) from China, which
grew from $287.4 million during January-March 1990
to $513.0 million during January-March 1991.

Machinery, mechanical appliances, and electrical
equipment was the third-ranking” U.S. commodity

group import from the NMEs during the first quarter of -

1991. At $586.9 million, U.S. imports of machinery
from NME markets registered a 19.1-percent increase
in shipments from January-March 1990 1o
January-March 1991. The leading product group
within this section was electrical equipment, sound
recorders and reproducers, and television image and
sound recorders and reproducers (ch. 85), which

amounted to $4069 million during January-March -

1991, up 10.1 percent from $369.5 million during the
corresponding quarter of 1990. Shipments from China
(8560.1 million) accounted for 95.4 percent of all U.S.
imports of machinery from NMEs (tables B-1 and B-2)
and for 97.3 percent of electrical equipment imports
from NMEs.

Maintaining its rank as fourth leading category
among U.S. imports from NME sources during both

first quarter 1990 and first quarter 1991, shipments of

miscellaneous manufactured articles (sec. 20) increased
by 20.9 percent, from $385.5 million during
January-March 1990 to $466.0 million during the
quarter under review. Imports of toys, games and
‘sports equipment (ch. 95), the leading product group
within this category, increased by 15.0 percent, from
$317.6 million to $365.2 million. China accounted for
98.3 percent of U.S. imports of miscellaneous
manufactured articles during the first quarter of 1991
($458.2 million) (tables B-1 and B-2), with 99.8
percent of all NME shipments of toys, games, and
sports  equipment  ($364.4 million)  during
January-March 1991 coming from China.

Mineral products (sec. 5) remained the fifth leading
U.S. commodity group import from NME- markets,
although the value of imports in this commodity group
declined by 27.3 percent, from $308.9 million during
the first quarter of 1990 to $224.7 million during the
first quarter of 1991. Imports in this category from the
Soviet Union declined from $79.3 million to $47.1
million; from Eastern Europe, from $30.6 million to
$0.7 million; and from China, from $199.1 million to
$176.9 million (tables B-3, B-4 and B-2). With exports
valued at $135.1 million, China was solely responsible
for all crude petroleum shipments (heading 2709)
coming from NME markets during the quarter under
review. China also contributed to U.S. imports of
refined petroleum products (heading 2710), providing
7.9 million dollars’ worth of such shipments during

- Economic

Janﬁary March 1991. The Soviet Union and Eastern

" Europe shipped exclusively refined petroleum products

to the United States during the first quarter of 1991,

~ providing $45.2 million and $0.5 million, respectively.

Special Section:
East European-Soviet
Trade Declines Sharply During
the First Quarter of 1991

Background

Eastem Europe (Bulgaria, = Czechoslovakia,
Hungary, Poland, and Romania) and the Soviet Union
have all introduced potentially far-reaching reforms in
their trade regimes. Through five separate bilateral

- agreements, the East Europeans and the Soviets have =

agreed generally to use market pricing and,  in
principle, to pay for- deliveriés in convertible
currencies.!> By allowing enterprises to engage- in -
business without state supervision, theg' have also
created the basis for decentralized trade.!® These new
trading arrangements were implemented on January 1,

1991.

In a separate but  related action, the Soviet

authorities introduced regulations forbidding barter and

countertrade with all tradmg partners, including the
East European countries, also effective January 1,
1991.17 The action was meant o prevcm a return to
the methods of East European-Soviet trade that
prevailed under the now defunct Councxl for. Mutual -
Assistance. (CMEA).18 The most -

characteristic feature of East European- -Soviet ‘trade
under CMEA was the barter of Soviet energy products
and raw materials, marketable internationally, for
Eastern Europe’s machinery and eq [gmem, which was
often not of world-market quality.’” Faced with a

weakening economic Situation and an urgent need. for .
convertible cufrencies, Soviet policymakers concludcd

that it was imperative to end this barter practice.?? The

_ East Europeans, on the other hand, had become equally

impatient with a syslem thit labeled some of their more
internationally competitive products as ‘‘soft goods™
(i.e., unsalable for “hard” currency) and-stymied their
initiatives to make more compeuuve worldwnde those-
goods that were indeed “soft.”2

15 World Bank officials, consuhauons with USITC staff, June

57, 1991
16 Tbid. co )

17 Ibid.

18 For details on the defects of the CMEA trade leglme and -
attempts to salvage the organization, see Nomman S. Fieleke, “The
Liberalization of Intemational.Trade and Payments in Eastern
Europe,” in Federal Reserve Bank of Boston, New England
Economic Review, March/April 1991, pp. 40- ’51; and Martin
Schrenk, The CMEA System of Trade and Paymenl.v Today and
Tomorrow, Strategic Planning and Review Discussion Paper
N&zs {(Washington, DC: The World Bank, January 1990), pp.
10-21

19 Schrenk, The CMEA Sy:lem of Trade and Paymew Today
and Tomorrow, p. 1.

 World Bank ofﬁcml consultation wuh USITC suaff, June
s, l”llb

id.



Policymakers in the former Soviet bloc have
moved forcefully toward market-oriented trade.
However, poor economic conditions throughout the
region and differences between most of Eastern Europe
and the Soviet Union in developing a market economy
have severely exacerbated the difficulties that arose
from the implementation of the new trade regime.
Consequently, the decline of East European-Soviet
trade was nearly catastrophic during the first quarter of
1991.22 The rapid reduction in this trade has caused
shortages of industrial products in the Soviet Union,
.made Soviet deliveries of energy products and raw
materials to Eastern Europe uncertain, and pushed
several major industrial firms in Eastern Europe close
to bankruptcy.?

Extent of the Trade Decline

From the first quarter of 1990 to the corresponding
quarter of 1991, the value of the Soviet Union’s exports
to Eastern Europe are estimated to have declined by 45
percent, and the value of its imports from these
countries by 55 percent.2* In volume terms, Soviet
exports to the East European countries have declined
by 60 percent and Soviet imports from these countries
have decreased by 50 percent.?® The decline would
have been even worse had the East European and
Soviet enterprises not made use of the “transferrable
ruble” (TR) to settle transactions contracted prior to

1991.26 (The TR was the inconvertible accounting unit

used in CMEA trade.?’)

East European-Soviet trade began to decline
strongly during 199028 Soviet exports to Easten
Europe declined by an estimated 17.2 percent from
1989 to 1990 and imports from these countries by an
estimated 7.2 percent.??
‘declined by an estimated 11.1 percent from 1989 to
1990, to Czechoslovakia by 18.9 percent, to Hungary
by 13.8 percent, to Poland by 28.6 percent, and to
Romania by 8.1 percent.30 Soviet imports over the
same period declined by an estimated 15.6 percent
from Bulgaria, 5.5 percent from Czechoslovakia, 7.8
percent from Hungary, and 28.3 percent from Romania.
Imports from Poland increased by an estimated 7.2
percent from 1989 to 1990.3! :

Based on a commercial exchange rate of 1.8 rubles
to the U.S. dollar, the estimated Soviet trade turnover
(exports plus imports) during 1990 was $8.6 billion

2 pjanEcon, Wharton Econometric Forecasting Associates
(WEFA), and World Bank analysts, consultation with USITC staff,
May 20-24, 1991.

2 PlanEcon, WEFA, and World Bank analysts, consultation
with USITC suaff, May 20-24, 1991.

2 Central Intelligence Agency (CIA), Office of Soviet
Annl%!is officer, consultation with USITC staff, June 25, 1991.

% {’bla:licm Inc., PlanEcon Report, May 16, 1991, p. 18.

id.

27 For a description of the transferrable ruble, see Schrenk,

The CMEA System of Trade and Payments: Today and Tomorrow,

. 8.
P : Ing:Ecm, Inc., PlanEcon Report, June 5, 1991, pp. 1, 8.
0. .
30 Ibid.
31 Ihid.

Soviet exports to Bulgaria . .

with Bulgaria, $8.4 billion with Czechoslovakia, $6.0
billion with Hungary, $8.9 billion with Poland, and
$3.1 billion with Romania.3?

Reasons for the Trade Decline

One of the underlying reasons for the unsuccessful
start of the new trade regime was the recession that has
been plaguing both Eastern Europe and the Sovict
Union since the beginning of 1990.33 The industrial
slowdown in both regions has reduced demand for
machinery and equipment, and lower personal incomes
have reduced demand for consumer goods.34

Another reason advanced by some analysts for this
poor start is that, although convertible cumency
reserves might have been marginally adequate to
finance a relatively balanced trade between each East
European country and the Soviet Union during 1990,
convertible currency reserves may not be adequate to
finance this trade in 1991.35 According to Wharton
Econometric Forecasting Associates (WEFA), the
combined current account deficit of the five East
European countries and the Soviet Union will
deteriorate from $5.1 billion in 1990 to $10.4 billion in
199136 It is likely that the growing shortage of
convertible currencies in the Soviet Union will remain
the most crucial impediment to East European-Soviet
trade at least through 1992.37

The use of market prices for industrial

" commodities never traded outside CMEA’s bilateral

barter system has also proved to be a cause for the
decline of East European-Soviet trade during the first
quarter of 1991.38 Exporters under the new system
asked importers to pay the world market price of the
comparable Western product. Confronted with the
choice of paying world market price in hard currency
for a non-Soviet bloc product or an allegedly similar
Soviet bloc one, both the East European and Soviet
importers preferred the former.39 The result was the
collapse of several transactions.40

Some analysts consider the unequal progress of
market economic reforms and trade liberalization in
Eastern Europe and the Soviet Union a further
important reason for the dramatic decline in East
European-Soviet trade during the early months of
1991.41 Market reforms have allowed the introduction
of a high degree of current account convertibility in

% 32 Based on data in rubles supplied by PlanEcon on May 21,
1991.

33 PlanEcon, WEFA, and World Bank analysts, consultation
with USITC staff, May 20-24, 1991. .

34 Ibid.

35 [bid.

36 Cotzpiled by USITC saff, based on data published by
WEFA in Centrally Planned Economies Outlook, April 1991.

37 WEFA analysts, consultation with USITC staff, May 21,
1991.

38 PlanEcon, WEFA, and World Bank analysts, consultation
with USITC staff, May 20-24, 1991.

» Ibid.

40 Thid.

4! Thid.



Eastern Europe but the preconditions for successful
introduction of convertibility may not be present in the
Soviet Union42 Because of this disparity, East
European importers are able to pay their Soviet
suppliers promptly, but Soviet importers are often
unable to ;uarantec payment to their East European
suppliers.*

A number of East European firms have also
complained that whereas they can export and import
virtually without any oversight by their Govemments,
their Soviet partners are often unable to get import or
export licenses.#* Many East European firms, some of
which depended upon their sales to the Soviet Union
for survival, stepped up their efforts to seek alternative
outlets for their products in Eastern Europe and
elsewhere during the early months of 1991.%5

Prospects

Analysts concur that to avoid further declines in
East European-Soviet trade and an attendant
aggravation of the region’s economic recession, the
trading partners should be permitted to limit their use
of convertible currencies, at least temporarily.46

Currently, only the protocols between Bulgaria and the '

Soviet Union and between Czechoslovakia and the
Soviet Union allow the use of clearinghouse
arrangements for certain transactions.4”  Such
deviations from the requirement to use convertible
currencies are likely to be extended to cover a larger
portion of East European-Soviet trade,

42 Thid.

43 World Bank official, consultation with USITC staff, June
6, 1991. Many analysts argue that the preconditions for the
successful introduction of current account convertibility are (1) an

appropriate exchange rate, (2) an adequate level of intemational

liquidity, (3) the elimination of monetary overhang (the money
holdings of households and enterprises in excess of the value of
g:lds and services available), and (4) an environment in which

s have both the incentives and the ability to respond to
market conditions. See, e.g., Joshua E. Greene and Peter Isard,
Currency Convertibility and the Transformation of Centrally
Planned Economies, Occasional Paper No. 81 (Washington, DC:
Intemational Monetary Fund, June 1991).

44 PlanEcon, WEFA, and World Bank analysts, consultation
with USI'IC staff, May 20-24, 1991.

45 Tbid.
46 Organization for Economic C ion and Development
(OECD) analyst, consultation with US;;E staff, June 17, 1991.

USITC, International Economic Review, June 1991 p. 10.
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and

Soviet authorities also are likely to allow some barter
and countertrade deals with Eastern Europe.*® As a
result, trade between each East European country and
the Soviet Union may recover somewhat during the
second half of 1991, but it is expected to remain far
below its 1990 level.49

Analysts also expect significant deterioration in
Eastern Europe’s commodity terms of trade (i.e., the
ratio of the average price of exports to the average
price of imports) vis-a-vis the Soviet Union at least
through 1992.50 The Soviets are likely to demand a
reduction in the prices of Eastern Europe’s
internationally uncompetitive manufactured products,
thereby reducing the average price of the region’s
exports to the Soviet Union. At the same time, the
Soviets are expected to continue asking world market
prices for their natural resource exports to Eastern
Europe. Such a shift in the relative prices of the major
categories of goods exchanged means that East
Europeans will have to give up more of their industrial
output to obtain the same amount of Soviet energy
products and raw materials.>! This translates. into
lower real incomes and into rising energy and
raw-m