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EXTENSION OF THE PRESIDENT'S AUTHORITY
TO WAIVE SECTION 402 (FREEDOM OF EMI-
GRATION REQUIREMENTS) OF THE TRADE
ACT OF 1974

MONDAY, JULY 21, 1980

U.S. SENATE,
COMMITTEE ON FINANCE,
SUBCOMMITTEE ON INTERNATIONAL TRADE,
Washington, D.C.

The subcommittee met, pursuant to notice, at 10:02 a.m., in room
2221, Dirksen Senate Office Building, Hon. Abraham Ribicoff
(chairman of the subcommittee) presiding.

Present: Senators Ribicoff, Byrd, Danforth, and Dole.

[The press release announcing this hearing follows:]

1)



Press Release #H-36

PRESS RELEASE

FOR IMMEDIATE SELEASE UNITED STATES SENATE

July 7, 1980 COMMITTEE ON FINANCE .
SUBCOMMITTEE ON INTERNATIONAL TRADE
2227 Dirksen Senate Office Building

FINANCE SUBCOMMITTEE ON INTERNATIONAL TRADE TO HOLD
HEARING ON CONTINUING THE PRESIDENT'S AUTHORITY 70

WAIVE THE TRADE ACT FREEDOM OF EMIGRATION PROVISIONS

The Honorable Abraham Ribicoff (D., Ct.), Chairman cf the
Subcommittee on International Trade of the Committee on Finance,
today announced that the Subcommittee will hold a public hearing on
continuing the President's authority to waive the application of
subsections (a) and (b) of section 402, the freedom of emigration
provision, of the Trade Act of 1974 (Public Law 93-618). The
hearing will be held at 10:00 a.m., Monday, July 21, 1980, in
Room 2221 of the Dirksen Senate Office Building.

Chairman Ribicoff noted that on May 28, 1980, the
President transmitted to the Congress his recommendation, under
section 402(d) (5) of the Trade Act, that the waiver authority be
extended 12 months to July 3, 1981. This recommendation was based
on his determination under section 402(4d) (5) of the Trade Act that
the extension of the waiver authority will substantially promote the
objectives of freedom of emigration in general and, in particular,
in the cases of the Socialist Republic of Romania, the Hungarian
People's Republic and the People's Republic of China.

The Socialist Republic of Romania, the Hungarian People's

Republic and the People's Republic of China are the only nonmarket
economy countries which have been granted nondiscriminatory (most-

~.favored-nation (MFN)) trade treatment under the authority of the
Trade Act of 1974, Chairman Ribicoff said. He noted that the i
granting of MFN trade treatment to a country under the Trade Act
was conditioned on compliance with the freedom of emigration pro-
visions of that law, but that the law permitted the President to
waive the emigration conditions with respect to a country, subject
to Congressional review.

The Chairman said that the President's recommendation on
May 28, 1980, set in motion a schedule of procedures by which the
Congress may either terminate, by adoption of a simple resolution ~
in either House, or permit by inaction the extension of the authority
by which the President may waive the freedom of emigration condition
on MFN treatment. The waiver authority may be terminated generally or
with respect to particular countries. Congressional action to termi-
nate the waivér authority, if any, must occur on or before Septemberl,
1980, he said. After that date, if Congress has taken no action,
the waiver authority is automatically extended until July 3, 1981.

Requests to testify.--Chairman Ribicoff advised that
witnesses desiring to testify during this hearing must make their
request to testify in writing to Michael Stern, Staff Director,
Committee on Finance, Room 2227 Dirksen Senate Office Building,
Washington, D.C. 20510, not later than Wednesday, July 16, 1980.
Witnesses will be notified as soon as possible after this date as
to whether they will be scheduled to appear. If for some reason a
witness is unable to appear at the time scheduled, he may file a
written statement for the record of the hearing in lieu of a
personal appearance.

Consolidated testimony.--Chairman Ribicoff also stated
that the Subcommittee urges all witnesses who have a common position
or the same general interest to consolidate their testimony and
designate a single spokesman to present the common viewpoint orally
to the Subcommittee. This procedure will enable the Subcommittee
to receive a wider expression of views than it might otherwise
obtain. Chairman Ribicoff urged very strongly that all witnesses
exert a maximum effort to consolidate and coordinate their statements.
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Legislative Reorganization Act.--Chairman Ribicoff alao
observed that the Legislative Reorganization Act of 1946, as amended,
and the rules of the Committee require witnesses appearing before the
Committees of Congress to file in advance written statements of their
proposed testimony and to limit oral presentations to brief summaries
of their arguments.

He stated that in light of this statute and the rules, and
in view of the large number of witnesses who are likely to desire to
appear before the Subcommittee in the limited time available for the
hearing, all witnesses who are scheduled to testify must comply with
the following rules:

1. All witnesses must include with their written
statements a one-page summary of the principal
points included in the statement.

2. The written statements must be typed on letter-
size (not legal size) paper and at least 100
cogxes must be delivered to Room 2227 of the
. Dirksen Senate Office Building not later than
the close of business on Friday, July 18, 1980.

3. Witnesses are not to read their written state-
ments to the Subcommittee, but are to confine
their oral presentations to a summary of the

= points included in the statement.

4. No more than 5 minutes will be allowed for
the oral summary.

Witnessses who fail to comply with these rules will for-
feit their privilege to testify.

Written statements.--Witnesses who are not scheduled to
make an oral presentation, and others who desire to present their
views to the Subcommittee, are urged to prepare a written statement
for submission and inclusion in the printed record of the hearing.
These written statements should be submitted to Michael Stern,
Staff Director, Committee on Finance, Room 2227 of the Dirksen
Senate Office Building not later than Monday, Augqust 4, 1980.

P.R. #H-36
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Senator RiBicoFF. The committee will be in order.

The Committee on International Trade will receive testimony on
continuing the President’s general authority to waive the applica-
tion of the Freedom of Emigration provisions of section 417 of the
Trade Act of 1974, as well as a continuation of the exercise of that
authority with respect to Romania, Hungary, and the People’s
Republic of China. These three countries are the only countries to
receive most-favored-nation treatment under the Trade Act, and
continuation of the waivers with respect to them is necessary if
they are to continue to receive such treatment.

Last week I was informed by the Romanian Government that 18
long-standing emigration cases were finally being resolved. 't'hese
are special cases, because those involved were arrested, according
to the Romanian letter to me, for so-called economic crimes. These
persons ‘were sentenced to long prison terms, which were subse-
quently converted to heavy fines. '

All were denied the right to emigrate. Now their fines have been
remitted, and those seeking to emigrate can now leave the country.
Without objection, the letter from the Romanian Government to

- this effect will be placed in the record at this point.

[The material referred to follows:]



From Senator Abe Ribicoff (D-Conn.)
Release AM Friday, July 4, 1980
Romanian dissidents

The Romanian government has informed Senator Abe Ribicoff (D-Conn.)
that eight political dissidents, arrested for so-called economic
crimes,will no longer be punished and may now apply to emigrate.

Senator Ribicoff has been working for more than two years to achieve
emigration status for this group of eight plus 10 others who have sought
to emigrate for several years. He said he is enéoutaged by this
action but urged Romanfs to allow the remaining 10 men and women to
emigrate as well.

The group of eight were found guilty of so-called economic crimes
in the 1960's, imprisoned and, upon release, required to pay the
government one-third of their salaries or pensions.

It was reported that a decree of June 8, 1978 pardoned eight of
the Romanians but no proof of this was ever put forward, The U. S.
government's decision to grant Most Favored Nation status to Romania
for 1978 and 1979 was influenced by Romania's assurances that
the pardon decree would be implemented.

As Chairman of the Subcommittee on International Trade, Senator
Ribicoff urged the Romanians to confirm that all 18 dissidents were
free to emigrate. Senator Ribicoff told the Romanians that their
reéuest for continued Most Favored Nation trading status with the
U. S. would be more favorably received if they treated those seeking
to emigrate more fairly. A test of this attitude, he said, would be
the decision to let the group emigrate. This group of eight originally
included a ninth member, Adalbert Rossinger, whose case became
internationally known. Senator Ribicoff was instrumental in Romania's
decision to al%gg Rossinger to emigrate in 1978.

On June 18, 1980, Senator Qi?icoff wrote to Nicolae lonescu, the
Romanian ambassador to the U.S., to point out that, while assurances
had been given for two years, the question of what had happened to the
group of 18 was still in doubt. Senator Ribicoff asked if the
dissidents were no longer required to make the payments to the
government and were free te emigrate.

Ambassador Ionescu replied in a June 30, 1980 letter to Senatoxr
Ribicoff to say that'eight Romanians had been recently relieved
of the requirement to make the payments to the government and

that they are free to apolv to emiarate.
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Trade with the U.S. is economically and politically important
to Romania. 1In 1979, the Department of Commerce approved 38 export
licénses to allow for thc =ale to Romania of high technology
goods such as jet engines, computé}s and computer parts.

U.S. officials believe Romania considers access to U. S.
high technology oil exploration and coal extraction equipment a
national objective of top priority.

Despite formal assurances to the contrary, Romania has yet
to implement a consistent emigration policy, Senator Ribicoff said.
The process of issuing exit visas is arbitrary, lengthy and complex,
he said, explaining that the process itself is so difficult that
it deters persons who want to emigrate,

Attached are Senator Ribicoff's letter of June 18, Ambassador
Ionescu's reply of June 30 and ablist of the 18 dissidents. The
first eight are affected by the recent action and may now apply to

emigrate.



EMIGRATION CASES

Georghe Manheim
Beniamin Schwartz
Alexandru Rado
Mihai Crainic
Paul- Stefanescu

* Sidonia Grigorescu
Alexandru Costin
Angelo Khimbsbruner
Victoria Wexler
Ghidali Abraham
Anna Blum

Nathan Fleischer
Sara Faibish
Bernat Morsky
Parischeva Pal
Isidor Reichman
Herman Rubinger

Ottilia Scheener
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His Excellency L
Nicolae Ionescu . .
“Ambassador of the i :

Socialist Republic of Romania

1607 23xd Street, N.W.

Washington, D.C. 20008

. Dear Mr. Ambassador: - . .

I am writing to you regarding a ﬁumber of outstanding
emigration cases which I have discussed with Romanian
officials for more than two years.

\ It has been my understanding, on the basis of beth
conversations and a letter from former Ambassador Nicolae,
that those individuyals pardoned by Decree Number 131 of
June 8, 1978 would receive permission to emigrate.

In addition, it was my understanding that a number
=~of other persons, in sifider circumstances to those ~~<:
mentioned in the June Decree, would receive official
pardon and therefore no longer be cbligated to pay one-third
of their salaries or pensions to the State and would receive-
permission to emigrate. !

- During the past year,”my staff on several occasTOns
has brought this matter to the attention of your staff. I
consider these outstanding cases a sexrious issuve. The
extension of Most Favored Nation trading status for Romania
in 1978 and 1979 was based on Romanian emigration policies

. including the June Decree. o

I would appreciate knowing the status of each case
mentioned in the attached list and whether these individuals
still have official debts to the State and have been notified
of their eligibility to emigrate. :

-~ ™ sincerely,

PR _

Abe Ribicoff



EMBASSY OF THE

SOCIALIST REPUBLIC OF ROMANIA

WASHINGYON, D. C. June 30, 1980

g Y

The Honorable

Abraham Ribicoff

U.S.Senator

337 Russell Senate Office Bldg.
¥ashington, D.C. 20510

—a

My dear Senator Ribicoff:
.. -

s Reference to- your letter of June 18, 1980~1 would
like to inform you that the persons who had been tried for
the so-called economic crimes, known as the Rosinger group,
have been recently relieved of the monthly payments due to
thé State. Accordingly,~¥Hey &are no longer dbligate@™to pay
one: third of their salaries or pensions to the State.

It is my understanding that now, being relieved of
the payments, those of the above-mentioned who wish to em-
migrate can now apply fo¥ emmigration. -

<~ Xost singerely yours, __

Nicolas Ionescu
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EMBASSY OF THE -
SOCIALIST REPUBLIC OF ROMANIA
WASHINGTON, D. C. July 14, 1980

The Honorable

Abraham Ribicoff

U.S. Senator

337 Russell Senate Office Bldg.
Washingtén, D.C. 20510

Yy dear Senator Ribicoff:

Reference to your letter of June 18, 1980 I would
like to inform you the following:
I. By Decree of the Council of State of the Socialist
Republic of Romania of June 26, 1980, the following persons
who had been tried for the so-called economic crimes were
relieved of the monthly payments to the State:
- SANI- EDELSTEIN
= PAVEL DONATH
- MICU SUZIN —
- MILEA VULICH
- OTTILIA SCHENER (MINTZER)
- ANA BLUM
- VIORICA WEXLER (VRINCEANU)
- ATIEXANDRU RADO -
- NIHAI CRAINIC i
- BENJAMIN SCHUARTZ

o/
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-2 -

= ALEXANDRU COSTIN

STEFANESCU PAUL

SIDONIA GRIGORESCU

ANGELO KHINSBRUNER

GEORGE NANHEIK —
BERNAT BMCRSKI

ISIDOR REICHMAN

GHIDALI ABRAHAL

I1I. Ana Blum, Benjamin Schwartz and Viorica Viexler
(Vrinceanu) requested to leave the country and they have
been already granted the approval to leave. -

I1II. Parischeva Pal has-already left the country.

Iv. The cases of Nathan Fleischer and Herman Rubinger
are under active consideration. ‘

However, this Embassy would welcome very much to
receive any available data on the above-mentioned cases,
in order to be able to speed up the process of their
solution.

V. Sara Faibish who had requested to leave the
country has recently renounced to leave.

68-772 0—80—2
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Senator RiBicorF. Despite assurances to the contrary, Romania
has yet to implement a consistent emigration policy. The process of
issuing exit visas can be arbitrary, lengthy, and complex. For many
would-be emigrants the process of applying is so difficult that it
deters persons who want to emigrate. '

— I believe these sentiments are shared by many other members of
this committee and the Senate.

With respect to emigration to the United States, Israel, and

. other countries, this committee will look in the coming year for the
—~—implementation of improved procedures for new emigrants and the
successful resolution of other long-standing emigration cases.

We have an exceptionally long witness list today, and limited
time in which to receive the testimony. All the witnesses are aware
of the time limitation applicable to their presentations, and we
definitely are going to stay within those limitations, if everyone is
to get a chance to testify. An{elonger written statement related to

our oral presentation will accepted into the record of this
earing without objection.

Our first witness is Senator Jackson, who is so intimately in-
volved and so knowledgeable on this entire subject, and we wel-
come you today, Senator Jackson.

STATEMENT OF HON. HENRY M. JACKSON, A U.S. SENATOR
FROM THE STATE OF WASHINGTON

Senator JACKSON. Mr. Chairman, Senator Byrd, thank you for
this opportunity to present méhviews on the extension of our pres-
ent trading relationship with China, Romania, and Hungary.

As my colleagues know, the Chinese-American relationship has
come a long way. We have seen the admission of the People’s
Republic to the United Nations, President Nixon’s visit to China
and the Shanghai Communique, the establishment of liaison of-
fices, the lifting of the ban on direct trade with China, cultural and
scholarly exchanges, visits by government leaders, the normaliza-
tion of relations and the exchange of ambassadors, and the coming

~. into force of the United States-China Trade Agreement providing
for the extension of most-favored-nation treatment and access to
- official credits.

Today our relations with the People’s Republic are comprehen-
sive and complex. China is a developing nation which looks to us as
a source of strength in order to counterbalance the strength of the
Soviets—now their princiﬁz:xl adversary.

~ They want from us technology, capital, and expertise to acceler-
ate their modernization. The United States is a developed country
which looks on China as a counterweight to the Soviet Union, a
potentially significant source of stability in Asia, and a likely and
tantalizing market.

China’s leaders explicitly recognize shared and parallel interests
with us, with our NATO allies, and with Japan. They are playing
an important strategic role in world affairs, including the effort to
deter Soviet expansionism in Southeast and South Asia.

The fact is, the United States has an important stake in the
continuing existence of a stronﬁ and independent China. The
United States’ cooperation with the People’s ublic in its effort
to become a modern-industrial state and to work with her leaders
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where our strategic and bilateral concerns run parallel are in
American as well as Chinese interests.

As this committee knows, I strongly supported the United States-
China Trade Agreement providing for the extension of most-fa-
vored-nation treatment and access to official credits. It has laid the
foundation for the expansion of trade and financial ties between
our two countries, with major mutual benefits. It assures the U.S.
firms a better position to compete with firms from other nations.

Moreover, the People’s Republic chose cooperation with us in
providing the assurances regarding its future emigration practices
called for as a condition of the waiver of Jackson-Vanik. And this
cooperation is enhancing the personal liberty for many Chinese
wishing to go abroad and contributing to the economic advance of
the Chinese people.

Over the f’:& 12 months, China has demonstrated its commit-
ment to freer emigration by simplifying the procedures for obtain-
ing exit permission, and by its humanitarian resolution of long-
standing hardship cases involving separated American-Chinese
families. In fact, our own numerical limitation of 20,000 immi-
grants per country per year is a larger impediment to Chinese
emigration to America than the performance of the People’s
Republic. '

Indeed, a large backlog of Chinese alread% in Hong Kong wish to
join their relatives in this country and the backlog is not diminish-
ing. -
Given these considerations, I support extension of the waiver
applicable to the People’s Republic of China as requested by Presi-
dent Carter.

Mr. Chairman, I also support the continuation of the waivers
gpplicable to Romania and to Hungary as requested by the Presi-

ent.

I wish to underline today the continuing American interest in
the existence of a politically strong Romania capable of an inde-

ndent role on key foreign policy issues. Romania and the United

tates share mutual and parallel interests on many international
matters. There are numerous tasks on which we can work together.

It is in our national interest to encourage Romania—as well as
Hungary and other East European countries—effectively to assert
its legitimate right as a sovereign state to greater freedom in the
face of Kremlin pressures and dominant Soviet military power.

Romania was the first country to cooperate with us in accepting
the terms of the Jackson-Vanik amendment as the basis of in-
creased trade with the United States. In reviewing the record of
the last year, I am happy to see that there has been an increase
over previous years in the number of those permitted to emigrate,
and also a less fluctuating rate of departure.

There remain concerns in this area which we need to impress
upon the Romanian Government.

It is very imrortant for the Romanian leadership to move expedi-
-tiously to resolve remaining long-standing hardship cases. Beyond
this, as I continue to emphasize in discussions with Romanian
officials, and as the chairman has likewise done, the Romanian
emigration application process needs to be shortened and simpli-
fied, and all harassment should be stopped. In this way, the num-
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bers leaving would more closely correspond to those who really
wish to emigrate. .

As this committee is well aware, in its concern for international
human rights, the Congress has particularly emphasized the right
to emigrate. Of all the individual liberties contained in the U.N.
Declaration of Human Rights and other international agreements,
none is more fundamental than the right to emigrate. It is not
interference in the internal affairs of another nation to encourage
respect for the right to emigrate, which has been affirmed in
international law.

Mr. Chairman, may I say to you as an initial cosponsor of the
Jackson-Vanik amendment, you can take profound satisfaction as
our amendment encourages greater respect for freer emigration. I
count it a high privilege to have worked with you from the begin-
ning in this historic endeavor.

Over the years, Mr. Chairman, you have played a leading part in
the struggle for internationally recognized personal rights. As you
can guess, we are counting on your ongoing help in the period
ahead as you assume new responsibilities in the private world. -

Senator RiBicorr. Thank you very much, Senator Jackson.

Senator Byrd?

Senator BYRD. I think Senator Jackson made a fine statement. I
have no questions.

Senator RiBicorr. Thank you very much. I think you've got a
very busy week ahead of you anyway, Senator Jackson. You ought
to go to it.

Senator JAcksoN. That’s what they tell me.

Thank you.

Senator RiBicoFF. The next panel will consist of the Honorable
Rozanne L. Ridgway, Mr. Herbert Horowitz, Mr. Mishell George,
Mr. John Ray, and if-there are any other people accompanying
you, they should be identified when they are with you at the table.

You may proceed, Miss Ridgway.

STATEMENT OF HON. ROZANNE L. RIDGWAY, COUNSELOR,
DEPARTMENT OF STATE

Miss RipgwAy. Thank you very much, Mr. Chairman.

We recognize the pressures on time today, and I have a prepared
statement as do the other members of the panel which, if you
would permit, would be submitted for the record. My panel mem-
bers will also be prepared to respond to questions concerning trade
with respect to these three countries. My own statement, as I say,
would be a part of the record, if you would permit.

Senator Risicorr. Without objection. Automatically, all full state-
ments will be made a part of the record. It will not be necessary to
ask as each individual statement is presented.

Miss. RipGway. I do have an excerpt of my statement. I am
pleased to have the opportunity today to testify on behalf of fur-
ther extension of the President’s waiver authority under section
402 of the Trade Act, and specifically his authority to continue the
waivers permitting most favored nation tariff treatment for the
People’s Republic of China, Hungary, and Romania.
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The extension of the waiver for China represents a first for that
country, following the entry into force on February 1, 1980, of the
United States-China Trade Agreement.

The President’s waiver authority has proven to be a valuable
device for furthering U.S. interests with Romania and Hungary,
and we believe that it will also prove so in the case of China.

We are particularly pleased with the recent development of our
relations with China. The United States-China Trade Agreement
marked a significant step toward establishing a normal trade and
economic relationship between our two countries. Normal economic
interchange with China is an essential element of our overall rela-
tions with Beijing.

Our objectives in furthering and expanding relations with China
are to build meaningful political, cultural, and economic relations.
All of these objectives, we believe, will work to the mutual benefit
of our countries.

With respect to emigration, Chinese Government policy is to
facilitate applications by Chinese either to go abroad or to return
to China. In accordance with this policy, substantially increased
numbers of people have been authorized to leave China in the last
2 years. In the past 12 months, for instance, over 75,000 Chinese
have entered Hong Kong, the primary exit point, with Chinese
Government exit permission.

Thus, performance has accorded with policy.

Turning to Romania and Hungary, I would like to state briefly
the general policy considerations on which our relations with the
countries of Eastern Europe are based. We continue to encourage a
broad range of commercial, economic, political, and cultural rela-
tions with Hungary and Romania, and with the other Eastern
European countries as well. We require only that, as we have in
the past, there be reciprocity and respect for our concerns.

We expect that the continuation of our efforts to expand rela-
tions with the individual Eastern European countries will provide
the necessary framework within which to carry out more open and
productive exchanges on many topics, including human rights,
which are of interest to us. The continued expansion of trade and
economic cooperation is also of direct benefit to U.S. industrial and
agricultural producers and to U.S. consumers.

We continue to have basic disagreement: with the governinents
of Eastern Europe on a wide range of questions dealing with politi-
cal and religious freedoms, as well as with interpretations of basic
human and social values. However, an activist policy of political,
economic, and cultural exchange with these countries is a means of
encouraging change and building on the diversity which has
become more evident over the years.

Specifically concerning Romania, we believe that it is in our best
interest to encourage Romania’s determination to maintain its dis-
tinctive, independent posture within the Warsaw Pact. Romania
ha? persevered in its commitment to formulate its own foreign
policy. :

The numerous exchanges and high-level visits which we have
conducted with Romania since the last hearings have afforded us
new opportunity to emphasize our attachment to freedom of emi-
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gration, and to respect for all human rights. We believe that these
discussions have produced significant results.

We are well aware that many of Romania’s policies do not con-
form with our own. However, the willingness of the Romanian
Government to discuss various aspects of human rights questions
represents a significant development. -

U.S. trade with Romania, as will be elaborated in the testimony
of colleagues presented for the record, has grown and diversified
considerably since the granting of MFN.

Turning to Hungary, I am pleased to note that the constructive
dialog which has characterized United States-Hungarian relations
since the return to Budapest of the crown of St. Steven and the
conclusion in 1978 of our bilateral trade agreement continues.
Overall, there is a balance of interests and results.

Hungarian performance on emigration has continued to be posi-
tive. The number of problem cases outstanding at any one time
remains small, and Hungary’s record in resolving problem cases
continues to be quite good.

United States-Hungarian economic relations show promise of
continued expansion to the benefit of both countries. -

In conclusion, Mr. Chairman, we believe that the continuation in
effect of the waiver for China is essential for the future develop-
ment of a cooperative relationship with that country, and similar-
ly, we believe that continuation of the waivers is also fully justified
with respect to Romania and Hungary, in view of the emigration
records of both countries.

It is apparent that the impact on our relations with these coun-
tries of MFN tariff treatment and the other trade and economic
relationships which flow from our bilateral trade agreements has
been most beneficial. These relationships are also an essential ele-
ment in our ability to continue to develop broad and meaningful
contacts, both in the political and economic areas.

Thank you very much, Mr. Chairman.

Senator RiBICOFF. I have a series of questions to ask the adminis-
tration. Many of the witnesses might like to comment on these
questions. In order to save time, I will ask these questions of the
administration. If there is any disagreement by any witness with
their responses, if any witness that would like to comment on the
answers given by the administration, they should feel free to do so
when their time comes to testify. I don’t intend to ask these ques-
tions twice. ,

Is there a backlog of Jewish emigrants in Romania?

Miss Ripcway. Yes, there is, Mr. Chairman.

Senator RiBicorr. How large?

Miss Ripgway. It is quite large. The pattern that we are seeing
through 1979 and in 1980 is of an apIproval rate considerabl
higher than the actual emigration rate. I am having trouble find-
ing exactly the right number. Because as best we can understand
there are family reasons for delaying departure after approval for
emigration, there are problems associated with the clearing up of
the requirements for departure. :

Mr. Chairman, if you would allow me to ask one of the staff
members who knows this figure better than I do what the number
is on the backlog.
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Senator RiBicorr. Certainly. [Pause.]

‘ While I am proceeding, they might be able to get that material
or you.

Why has this problem not been solved?

Miss Ripcway. The answer, sir, on the previous question, is
between 700 and 800 cases of backlog. :

I don’t have an answer to that, Mr. Chairman. It is a question we
have taken up often with Romanian representatives. I have,
myself. And there is a sense that there will always be a backlog
because of these different personal requirements.

We tend to accept that as at least part of the answer, but
certainly not all of the answer. I do not know why the number
should be allowed to get so large.

Senator RiBicoFF. It would seem to me that there ought to be
some understanding worked out between the State Department
representatives, our Embassy in Romania, and the Romanians, and
we should not have to wait just prior to-each one of these hearings,
then have these private conferences between myself and the Roma-
nian authorities, and then wait for the last moment, and then they
release some worthy case, and then it happens again next year.

It would seem that this ought to be able to be regularized. We
have been doing this for such a long time, and I don’t think it
should be done under the gun, so to speak. Everybody ought to
know where they stand.

Miss RipgwaAy. I agree entirely, Mr. Chairman, and find that the
patterns indeed detract from what positive achievements have been
made in this area. I know your discussions with Romanian officials
and my own have emphasized that this should not be allowed to go
on, -but when the date for the MFN hearings arrives, the figures
seem to have patterns that, as I say, detract from the overall
positive record.

Senator RiBicoFF. During the next year, what would be a reason-
able expectation for total emigration from Romania to the United
States, to Israel, or to other countries?

Miss Ripgway. Well, we are running now at a rate that has been
approximately somewhere between 1,000 and 1,200 to the United
States, and something under that for Israel. We have begun to
structure the presentation of the figures to take account of the
very important meeting which representatives of the major Ameri-
can Jewish organizations had in Bucharest in July of 1979.

So we have been looking at years which run July through the
end of June in the hope that the very positive outcome of that
meeting which has been registered with us by the representatives
of the organization would continue. Using that same calendar year,
July 1-June 30, I would expect something between 1,000 and 1,200
for the United States and perhaps in that same range for Israel.

Senator RiBicorr. Yes. I notice here in the last 6 months of
calendar year 1979, 670 Romanian Jews immigrated to Israel while
in the first 6 months of 1980, 421 immigrated.

Is there any exg)lanation for that variable from one 6-month
period to the other?

Miss RipgwAy. That is the consideration I mentioned, Mr. Chair-
man, of the need to finish the school year, and if indeed that is the
explanation, then one would expect that sometime in August one
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would start to see a change in the pattern. That is, the school year
is out, the children in the family leave school, the work is complet-
ed on divesting oneself of one’s Romanian interests, and departure
becomes a fact.

We are_inclined to believe that, but we haven’t seen the August
figures yet which would give substance to it.

Senator Risicorr. What would you consider a reasonable expecta-
tion for next year, the number of emigrants? What would you
cqngider a reasonable expectation of total emigration from Roma-
nia?

Miss Ripgway. Well, 1 think that with, approximately some-
where between 2,000 and 2,600 to the United States and Israel, and
a substantially larger figure to the Federal Republic, I think that
we would come somewhere under the figure. I should think that
the total number should be appoximately 10,000.

Senator RiBicoFF. Do you think there is any chance for anything
l_ikehthat? That is your expectation. Now, I would love to hold you
to that.

Miss Rinaway. Well, I would accept the charge, Mr. Chairman, if
I thought I had a large degree of success. What I would like to do is
;c)akﬁlthat as a target and continue to work on such things as the

acklog. -

Senator RiBicoFF. Your good fortune will be that I won’t be
around next year to hold you to it, but maybe my successor or the
staff will remember this.

Now, let me ask you this. No one seems to be in agreement as to
the census, the number of the Jewish community in Romania.

Is there anybody that has got an idea of how many there are? It
is not such a large country. Can’t they figure out how many people,
how many Jews there actually are remaining in Romania?

Miss RipGway. Mr. Chairman, they cannot. The range is 25,000
to 70,000. In some cases people say 100,000. We are inclined to
accept a figure somewhat above 25,000.

Senator RiBicoFr. Don’t they take a census there, an accurate
census in Romania?

Miss RipGway. I don’t know. I would be happy to provide the
answer to that on their census practices.

Senator RiBicorF. I think you could ascertain what are their
census procedures, how often do they have a census, what ques-
tions are asked? I believe it would be a good thing to put into the
record—just what the census procedures are and how they are
ascertained.

[The information referred to follows:]

Answer. Romania takes a census roughly every ten years after specific authoriza-
tion by the Council of Ministers. The survey is directed by a National Demographic
Commission, directly subordinate (o the Council. After information_is collected, it is

given to the Central Statistical Directorate, which publishes its findings in the
government’s “Statistical Yearbook”. The last three censuses were taken in 1956,
1966, and 1977.

Large numbers of volunteers are marshalled to distribute four-page question-
naires to households throughout the country. There are questions on the form
soliciting information on each citizen's place and date of birth, legal residence, sex,
date of arrival in new locality, marital status, family size, educational history,
occupation, place of work, ethnic background (nationality), and mother tongue.

We have not been able to determine precigg? how the Romanian government
computes its statistics on individual religious bodies. We know, however, that Jews
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have been traditionally classified as an ‘“‘ethnic” rather than a “religious” group in

Romanian census counts.
Published census figures for 1956 show a total of 146,000 Jews in Romania. The

1966 census total gave a figure of 42,488 Jews. The official government census taken
in 1977 gives a figure of only 25,686 Jews. Rabbi Moses Rosen, the leading rabbi in
Romania and spokesman for the Romanian Jewish community, arrived at a com-
pletely different figure of 35,000 when he conducted his own census of the Jewigh
population in the same year (1977). Rosen’s figures are based on a canvass of Jewish -
communities in 70 different locations in Romania. Our Embassy has no independent
means of verifying these statistic.

Senator RiBicoFF. Let me ask you, would you discuss the imple-
mentation of the agreement worked out between American Jewish
organ;zations and the Romanian Government on emigration proce-
dures? .

Miss RipGwAy. Mr. Chairman, I can touch the highlights of that
and would be happy to provide a very complete statement or de-
scription for the record.

One of the major concerns that lay behind the discussions was
the sense that those who wished to emigrate to Israel could not be
identified without in the very first instance causing problems for
themselves, and that therefore there was a reluctance to come
forward aid to be counted among those who wished to emigrate.
Beyond that, those who did wish to emigrate somehow were not
able to have, if you will, an interested party follow the progress of
their procedures, the progress of their applications to leave.

The agreement worked out was that notification would be posted
often, regularly, with frequency in the synagogues and meeting
places so that those who wished to emigrate would know what the
procedures were and could be assured that in stepping forward and _
putting their names on a list, that indeed immediately there was
an interest identified.

We have those lists, and as people begin the procedures, we insist
on keeping track of each case.

The remainder of the procedures, of course, are between the
applicant, the Romanian Government and the Israel Embassy in
Bucharest, and the procedures they have worked out I am not
party to.

But we have, if you will, now a much more accurate watching
brief resource in that we know the names of those who wish to
emigrate, and we feel confident, as I am informed by those who
were represented in these talks that we now have a way of insur-
ing that those who wish to emigrate can put their names forward
with some confidence that there will be help along the way.

Senator RiBICOFF. It seems to me that during the next year there
ought to be an attempt, you know, and don’t wait until a month
before the hearing—but once these hearings are concluded, to
thoughtfully and carefully work out improver! procedural methods
and rules and regulations to expedite the emigration policy.

I know how difficult this is and I know how sensitive it is. The
?eon;lanians have come a long way, but it really is like pulling

eth.

Miss Ripgway. Our description of their procedures, Mr. Chair-
man, would be the same as yours in your opening statement. They
remain difficult and cumbersome and discouraging, and we, too,
believe that there ought to be some way of making them, if you
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will, more orderly and a less amount of time to complete them
significantly abbreviated.

Senator RiBicOFF. Last year the committee asked the Commerce
Department to study and report to us on the situation with respect
to alleged abuses by Hungarian firms of U.S. industrial property
rights in Hungary and third countries. Some progress has been
made, but the issue still remains and creates uncertainty in U.S.
firms trading in Hungary.

What does the Department or others in the administration be-
lieve needs to be done to resolve this matter?

Miss RipgwAy. May I turn to my colleague?

Senator RiBicoFF. Certainly.

Mr. GEorGe. Mr. Chairman, the Department of Commerce has
indeed been very active with respect to the problem that you
mentioned. Over the past several years we have met with the
Romanians a variety of times, met with the Romanians and the
American companies and the associations concerned, and assisted
in arranging meetings between the firms and the Romanians. We
" believe that substantial pro%;ess has been made. There are prob-

lems which remain, but we believe they are being worked on, and
we at least remain reasonably optimistic that they will be resolved.

These matters, as most legal matters, particularly in the patents
field, do take time. There are considerations in Romania with
regard to certain of the patent problems that now involve court
cases. There are also matters which involve directly actions in
third countries. -

We have been on top of this. We remain with a positive attitude
with regard to the eventual solution. We believe both sides have
reached the point where they are able to talk effectively with each
other, and we think this is the approach that needs to be taken and
must be continued to resolve these problems. It is our hope that
with the resolution of these problems, we will not have repetition
of them, although there has been some indication of similar prob-
lems potentially arising with other companies.

Senator RiBICOFF. I think that Senator Danforth has followed
this entire problem very carefully, and I will turn the questioning
over to Senator Danforth to take as much time as he would like.

Senator DANFORTH. Mr. Chairman, thank you very much.

You are Mr. George?

Mr. GEORGE. Yes, sir. T -

Senator DANFORTH. Mr. George, as I understood Senator Ribi-
coff’s question, it related to certain patent infringement problems
with Hungary, and your answer consistently related to Romania.

Mr. GEORGE. My fault, Mr. Chairman. —

Senator DANFORTH. A slip of the tongue?

Mr. GEORGE. Yes.

4 ?;rlxator DANFORTH. Let me just pursue the issue in a little more
etail.

A couple of years ago it was called to our attention that there
were problems between the United States and Hungary, particular-
ly relating to certain American chemical companies producinf airi-
culturally related chemicals, herbicides, for example, and that
Hungary was systematically abusing normal American property
rights in its chemical products, that Hungary was not granting
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patents, that if patents were granted, they didn’t amount to any-
thing, that Hungarian companies were manufacturing similar or
identical products under different names, and selling these prod-
ucts within Hungary; that furthermore, Hungary was manufactur-
ing identical products or very similar products and selling them in
markets in other countries other than the United States or Hun-
gary.

And when I say Hungary was manufacturing, as I understand it,
Hungary really doesn’t have what we would call a free enterprise
system, and there is a very close relationship between the govern-
ment and its manufacturing sector.

I think that it was a year ago at this same hearing, comparable
hearing, that the same issue was raised as to the status of the
situation. "

Now, it is my understanding from your answer that there has
been a little progress, but that the problem continues to exist.

Is that correct?

Mr. GEoRGE. That is generally correct. I would say the progress
has been more than a little, but it has not been the complete
resolution of the problem.

Senator DANFORTH. Could you spell out where the unresolved
problems are?

Mr. GEORGE. There are two types of problems involved. The first
relates to the export by Hungary to third countries in which the
U.S. firm has patent rights to the product. There has been progress
made in this to the extent that I think both groups understand
each other’s views. They have had some discussions regarding pos-
sible solutions. To my best knowledge, there is now a pause in
discussions, generally speaking, to await the results of some court
trials in a third countg.

Senator DANFORTH. Of some——

Mr. GEorGE. Of some court actions in a third country.

Senator DANFORTH. Now, Mr. George, just concentrating for a
moment on the sales in third countries, discussions can go on
forever, and if the court systems of other countries are the same as
ours, litigation can go on forever.

Can we resolve this issue, do you think, or—I mean, it seems to
me that we are really-in the nature of being patsies if we extend
most favored nation status to Hungary and they continue to do
something that just absolutely—I mean, it is stealing is what it is.
It is contrary to everything that we believe in, all the rules that we
play by in this country. It seems to me that if there are just
discussions and if they are not really in active status now, that
that is not really an aggressive policy of pursuing this matter.

Mr. GEORGE. In this matter, Senator, I believe we have been, on
the part of the government, in cooperation with the association
involved and the private business firms, as aggressive as our capa-
bilities permit us to be. We are, after all, dealing with a foreign
government and with a foreign government’s laws, and we cannot
here resolve how those laws apply. These are matters, frequently,
for court consideration. However, in other aspects, some of these
matters are matters for differences of opinion between agencies of
other governments. As you know, these differences also may take
time to resolve.
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But we stay on top of this, as does the association involved, and
we are using every opportunity, including major meetings on the
subject itself, to press the resolution when-the opportunity offers.

Senator DANFORTH. Could you describe the situation within Hun-
gary itself?

Mr. GEORGE. I'm sorry, I didn’t get the last part.

Senator DANFORTH. You said there were two parts of the prob-
lem. One was the sale by Hungary of these products in third
markets and the other is the situation with respect to patents
within Hungary.

Mr. GEorGE. The second part of the problem refers to the nonre-
ceipt of what we call national treatment regarding the protection
of industrial property rights in Hungary. By national treatment we
mean the same treatment afforded the nationals of Hungary. Here
again there has been extensive discussion and a number of meet-
ings, including discussion of the subject at joint committee meet-
ings between the United States and Hungary. We believe that
substantial progress has been made, and we do have a basic agree-
ment with the Hungarian government that the particular kinds of
products that are involved in the discussions will be able to be
patented and thus receive the full national treatment in Hungary.

Senator DANFORTH. But they have not yet been patented?

Mr. GEORGE. So far as I am aware, they have not yet been
patented. The process is under way. ‘

Senator DaNFORTH. Well, Mr. George, I would very much appre-
ciate it if you would carry back to the Commerce Department, and
through the Commerce Department, carry back to Hungary the
concern of I think more than one member of the U.S. Senate and
more than one member of this committee about the situation. I
think that it is fair to say that with respect to trade we have more
to offer Hungary than Hungary has to offer us, and that the one
bright light in a very dreary American trade picture has been
American agriculture and products related to American agricul-
ture. And here, where you have Hungary stealing our chemical
products, and selling them, manufacturing them and selling them
not only within Hungary but selling them around the world, you
have a situation where another country is really engaging in theft;
it is stealing something which is ours. That would not be tolerated
within the United States. And it is taking a market which should
be ours, and taking it not only within its own country, but taking it
within other countries around the world.

And very frankly, the situation in Hungary continues to concern
me because I don’t understand why the United States should be
granting to Hungary any concessions whatever if the quid pro quo
that we are going to get is this kind of theft which is clearly
contrary to the interests of the United States in the one area in
international trade where we generally are doing fairly well.

Mr. Georce. I shall certainly carry that word back, Senator. I
would like to point out merely that the concern here happened to
be in third countries where the U.S. firm had patents. The firms
involved are not really concerned if there are exports to other
countries where this situation does not exist. That is merely inter-
national trade without constraint.
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Senator DANFORTH. Yes. But it is fair to say, isn’t it, that it
clearly has an effect on America’s ability to do business around the
world, and that it clearly is an unfair practice which is taking our
markets from us.

Mr. GeoRge. If, Senator, the problem of the actual patenting is
worked out, and if the problem of exporting to third countries
where we hold the patent right is resolved, then there appears to
be no problem with the companies, and I-would see no problem if
there were exports to other third countries where this situation did
notdexist. That, I repeat, would be purely competitive international
trade.
hSenator DanrForTH. Well, I don’t know. I haven’t thought about
that.

What you are talking about is a situation where a third country,
where there has been no effort by the United States to sell its
product, by American manufacturers to sell its product or to get a
patent in another country, is that right?

Mr. GEORGE. Purely where it is a patent issue. Otherwise it is a
competitive situation.

Senator DANFORTH. Now, again, I don’t want to belabor this.
However, under this hypothetical situation, let’s suppose that an
American manufacturer of herbicides is attempting to sell its her-
bicide in country X, and Hungary is manufacturing a product
which is identical to ours and also selling it in country X. Now, it
would be my position that that would be taking an American
market and taking it quite unfairly and that it is not a matter of
free trade.

Mr. GEORGE. Let me make two points. The first is that even in
the case involved, it is by no means perfectly clear that the Ameri-
can firm has clear patent rights. That is one of the issues being
pursued. However, in other instances where the foreign country is
able to, under proper conditions, produce a product, my feeling is
they have every right to export to other countries and to compete
with U.S. firms if they are not involved in a situation such as I
described where there may be a patent infringement in a third
country. N
. Senator DANFORTH. You mean it is the view of the Department

of Commerce that a U.S. chemical company can be endeavoring to
sell its product in Hungary, that Hungary can manufacture, then,
an identical product using an identical process and then go out and
sell it in some other country which, say, doesn’t have patent laws?
That is the position of the government?

Mr. GEORGE. No, sir, that is not what I am either saying or
trying to imply. I said earlier that if Hungary were. producing this
material in Hungary without any patent problem with the United
States, without using, say, its process, then I think it ought to have
the right to sell the product to anyone it wishes.

Senator DANFORTH. Well, it can sell a competing—obviously it
can sell a competing product, but that is not my understanding of
the situation. My understanding of the situation in Hungary is
that an American chemical company can be making the herbicide,
can be trying to take advantage of world trade and trying to do at
least something for our dismal trade situation and endeavor to sell
this product both in Hungary and throughout the world, and that
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Hungary is making an identical product under what clearly would
be a patent abuse if it were done within the United States, is not
granting patents to the American product and is not only sellindg
this product within Hungary but is selling it all over the world.

Now, am I mistaken?

Mr. George. If that is the circumstance, then I don’t think-that
it should have the ability to sell that product all over the world.

Senator DANFORTH. Well, that is my only point, Mr. George, and
I would hope that in the year ahead the Commerce Department
would do a very aggressive job of pursuing this matter, of protect-
ing American rights, of making the strongest possible case to the

——Hungarians, and to third countries, if that does any good, and to do

the best job we ibly can of J)rotecting American interests, be-
cause I frankly don’t understand why we should have anty conces-
sions at all for Hungary if this is going to be the kind of practice
that they engage in.

Mr. GEORGE. We have done that, Senator, and we shall continue
to do the best we possibly can. -

Senator DANFORTH. Thank you. ~ -

Senator RiBicOFF. Senator Dole?

Senator DoLE. No questions.

Senator RiBicorr. Thank you, gentlemen, and Miss Ridgway.

[The prepared statements of the administration panel follow:]
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STATEMENT OF THE HONORABLE
ROZANNE RIDGWAY
COUNSELOR OF THE-DEPARTMENT OF STATE
BEFORE THE
SUBCOMMITTEE ON INTERNATIONAL TRADE
COMMITTEE ON FINANCE
UNITED STATES SENATE
JuLy 21, 1980

Mr. Chairman:
PO -

I am pleased to have this opportunity today to testify on
behalf of further extension of the President's waiver authority
under Section 402 of the Trade Act, and specifically his
authority to continue the waivers permitting Most-Favored
Nation (MFN) tariff treatment for the People's Republic of
China, Hungary, and Romania. The extension of the waiver for
China represents a first for that country following the entry
into forse on February 1, 1980, of the US-China Trade
Agreement. The President's waiver authority hasvproven to be a
valuable device for furthering US intgrests with Romania and
Hungary and we believe that it will also prove so in the case

of China.

We are particularly pleased with the recent develcpment of
our relations with China. The US-China Trade Agreement marked _
a.significant step toward establishing a normal trade aﬂd
economic relationship between our -two countries. The Agreement

provides significant benefits and éssistance to American
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businessmen while creating a solid foundation for continued
expansion of economic ties. We anticipate that the Trade
Agreement will contgibuté to growth in our trade, and that the
total two-way turnover will exceed $3 billion in 1980 with a
large US Surplus.

Normal eébnoﬁic interchanéé with China is an essential
element of our overall relations with Beijing. Our objectives
in furthering and expanding relations with China are to build
meaningful political, cultural, and economic relations. All of
these objectives we believe will work to the mutual benefit of

our countries.

With respect to emigration, Chinese Government policy is to
facilitate applications by Chinese either to go abroad or to
return to China. In accordance with this policy, substantially
increased numbers of people have been authorized to leave China
in the last two years. In the past twelve months, for
instance, over 75,000 Chinese have entered Hong Kong, the
primary exit point, with Chinese Government exit permission.
Our Embassy in Beijing has issued over 8,000 non-immiétant

‘'visas in the same period. Since November, 1978, over 16,000

Chinese have entered Hong Kong to apply for immigrant visas to



join relatives in the United States. Thus, performance has —~—
accorded with policy. The major impediment to increased
immigration from China t; the United States a; this time, in
fact, is not Chinese policy or practice, but rather the

numerical limitations required by US immigration law.

Turning to R;mania and Hungary, I would like to state
briefly the general policy considerations on which our
relations with the cguntries of Eastern Europe are based. I
would like to note that I visited both countries six weeks ago,
and received a first-hand impression from the respective
officials of the importance which both count;ies attach to
gheir relations with the United States. In the course of my
discussions, I reiterated the importance that we also attach to
these relations and the concern which we have in the United

Stateswith regard to the respect of human rights.

During the 1970's, we made steady progress in our relations
with most of the countries of Eastern Europe. This progress
was especially noteworthy during the latter half of the
decade. As we move into the 1980's, we remain committed to the

course of attempting to strengthen further these relations. We

68-7172 0—80—3



do not hold the Eastern European countries accountable for the
Soviet invasion of Afghanistan which they did not participate
in and evidently were not consulted about. Thus, we continue
to encourage a broad range of commercial, economic, political
and cultural relations with Bungary and Romania, and with the
other Eastern European countries as well. We require only
that, as we hive in the past; there be reciprocity and respect
for our concerns.

We expect that the continuation of our efforts t; expand
relations with the individual Eastern European countries will
provide the necessary framework within which to carry out more
open and productive exchanges on many topics, including human
rights, which are of interest to us. The continued expansion
of trade and economic cooperation is also of direct benefit to‘
US industrial and agricultural producers and to US consumers.

We continue to have basic disagreements with the
governments of Eastern Europe on a wlde range of questions
dealing with political and religious freedoms as wel} as with
interpretations of basic human and social values. However, an
activist polic} of political, eéonomic and cultural exchange
with these countries is a means_of encouraging change and
buiiding-on the diversity which has become more evident over

the years,



Specifically concerning Romania, we believe that it is in
our best interest to encourage Romania's determination to
maintain its distinctive independent posture within tb ‘rsaw
Pact. In spite of apparent increased pressures towa:
bonformity -- mostly arising from Romania's energy pi ;o=
Romania has persevered in its commitment to formulate own
foreign policy. Romania's oppSsition to the Soviei invasion of
Afghanistan is a recent case in point.

'

The numerous exchanges and high~-level visits which we have
conducted with Romania since the last hearings, including my
own in June to commemorate the 100th anniversary of the
establishment of diplomatic relations between the United States
an? Romania, have afforded us new opportunities to emphasize
the importance that we attach to freedom of emigration and to
respect for all human rights. We believe that these
discussions have produced significant results, as is shown by

_the increase in emigration to the United States and to Israel.
We are well aware that many of Romania's policies do not
conform with our own. However, the willingness of the Romanian
Government to discuss varilous aspects of human rights
questions, including such sensitive matters ;s the treatment of
the Hungarian minority in Romania, represents a significant

development.
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U.S. trade with Romania, as will be elaborated by my
colleagues, has grown and diversified considerably since the
granting of MFN, and last year reached a two-way total of $830

million.

Turning to Hungary, I am pleased to note that the
constructive 8ialogue which has characterized US-Hungarian
relations since the return to Budapest of the Crown of Saint
Stephen and the conclusion in 1978 of our bilateral Trade
Agreement continues. Our ability to deal frankly with each
other on a basis of mutual respect has persisted, despite the
downturn in US-Soviet relations. Both we and Hungary place
emphasis on dur commitments to full implementation of the
Helsinki Final Act, on the one hand, and to maintaining and
extending the positive aspects of bilateral relations, on the
other. Overall, there is a balance of interests and results.
Economic and commercial relations have developed, while at the -
same time we have been able to expand relations under auspices
of the Helsinki Final Act in the cultural and humanitarian
fields, including a series of unprecedented vi;its by religious

leaders.

Hungarian performance on emigration has continued to be
positive. The number of problem cases outstanding at any one

time remains small, and Hungary's record in resolving problem



cases continues to be quite good. In fact, six of the seven
cases we presented to the Hungarian Government last October

have now been favorably resolved.

US-Hungarian economic relations, as will be described later
in detail, show promise of continued expansion to the benefit
of both counf;ies: In 1979, SLr two-way trade totaled $190
million, which represented a 14 percent increase from the

previous year.

In conclusion, Mr. Chairman, we believe that the
continuation in effect of the waiver for China is essential for
the future development of an enduring, friendly and cooperative
relationship with that country. Similarly, we believe that
continuation of the waivers is also fully justified w;th
respect to Romania and Hungary in viqw of the emigration
records of both countries. It is apparent that the impact on
our relations with these countries of MFN tariff treatment and
the other tr;de and economic relationships which flow from our
bilateral trade agreements has been most beneficial. These
relationships also are an essential element in our ability to
continue to develop broad and meaningful contacts both in the

political and economic areas.

In view of these factors, Mr. Chairman, the Administration
strongly recommends the extension of the President's authority
to waive Section 402 of the Trade Act to continue in effect the
waivefs for China, Hungary, and Romania and to permit the
extension of gPturg waivers to fthet countries as circumstances

permit,

With your permission, Mr. Chairman, I will submit for the
record additional detailed information covering US relations

with China, Hungary and Romania.
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HUNGARY

Our relations with Hungary are characterized by
a mutual emphasis on the implementation of the provi-
sions of the Helsinki Final Act and a mutual desire to
maintain and extend the positive aspects of our bilateral
relations. Both countries have benefitted from the
relationship. Hungary has been able to broaden and
deepen its economic and commercial relations with the
United States, and we have been able, within the frame-
work of the Final Act, to expand our relations in
cultural and humanitarian fields.

The expansion of relations in the cultural and
humanitarian fields has taken several forms. In October
1979, the United States and Hungary signed a working
document on exchanges which set forth, under the auspices
of our overall 1977 Exchanges Agreement, a-specific
program of exchanges in the educational, cultural and
scientific fields for 1980 and 1981. During the month
of June 1980 a major official U.S. cultural exhibit,
"America Now," ran successfully in Budapest. The exhibit
was housed in a large, free-standing geodesic dome located
in a distinctive setting in one of Budapest's major parks
and was visited by tens of thousands of Hungarians.

Last October, an ecumenical group of Hungarian churchmen
vigited the United States under the auspices of the

United States International Communication Agency and the
Appeal of Conscience Foundation in New York. In April

of this year, the Minister-Chairman of the State Office
for Church Affairs, Imre Miklos, visited the United States,
the first such visit from Eastern Europe.

We continue to maintain a steady flow of high-level
contacts with Hungary. Chairman Vanik led a Congres-
sional delegation to Hungary last January. In April,
extensive annual talks at the Deputy Minister level were
held in Washington by the Joint U.S.-Hungarian Economic
and Commercial Committee established by the 1978 Trade
Agreement. At the end of May we held another round of
annual consultations with the Hungarians on all aspects
of the Helsinki Final Act. Secretary of Commerce
Klutznick visited Budapest May 29-30 and held talks with
the Hungarian Prime Minister, a Deputy Prime Minister,
and the Minister of Foreign Trade. He also met with
leaders of Hungary's Jewish community. The Counselor
of the Department of State visited Hungary in mid-June.

Hungary's performance on emigration continues to
be positive. Although Hungary's emigration law is
ostensibly restrictive, it is applied with considerable
flexibility, and approximately 90 percent of applications
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for emigration for purposes of reunification with close
relatives are approved without undue difficulty. With
reapplications and some persistence, problem cases
usually are favorably resolved after the passage of
some time. We continue to have no evidence of official
sanctions applied against persons seeking to emigrate.

Hungary's emigration and passport fees are modest,
totalling about $75 per adult applicant. There is no
particular problem concerning Jewish emigration, and
the Hungarian Jewish community_ appears to be faring
rather well. The only rabbinical seminary in Eastern
Europe and the Soviet Union is located in Budapest.
Demand to emigrate from Hungary continues to appear
modest, probably attributable to the country's relatively
high standard of living -and comparatively relaxed internal
conditions. 1Indications are that some 2,000 Hungarians
currently apply annually to emigrate, with intended
destinations divided evenly between East and West.

During calendar years'1975-79, the U.S. Embassy in
Budapest issued 571 immigrant visas. During the same
five year period we discussed 43 problem emigration
cases with the Hungarian Government. The number of
problem cases outstanding at any one time ranged from
three to about thirteen. Our discussions with the Hun-
garian Government assume the form of presentation,
approximately semiannually, of lists of problem cases
and consideration of each case in some detail. A list
we presented last October contained seven cases, involv-
ing 15 individuals in Hungary. As of the end of April,
four of the cases (eight individuals) had been favorably
resolved, bringing the number of outstanding cases
down to its lowest level, three, since the signing of
the Helsinki Final Act. As of mid-July two more cases
(three individuals) were favorably resolved, leaving
only one case outstanding from the October list.

As older cases are resolved, newer ones arise.
In mid-May we presented to the Hungarian Government a
new list of eight cases (19 individuals), including three
carried over from the last list and five more recent ones.
As indicated above, two of the three carried over cases
have been favorably resolved. A third, newer, case
was decided favorably in June, leaving only five cases
currently outstanding.

Hungary also has a positive record in the area of
travel. About four and one-half million Hungarians
{out of a population of 10.5 million) travel abroad
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annually. Most go to other Eastern countries, but
upwards of 355,000 visit the West. The U.S. Embassy

in Budapest issued 10,671 nonimmigrant visas last year,
of which 8,884 were for purposes of tourism and family
visits. The average Hungarian perceives that he can
visit the West if he wishes, at least occasionally.

This perception undoubtedly plays a role in reducing
overall demand to emigrate. Hungary welcomes foreign
visitors and about-20 million currently-visit or transit
the country annually.

There have also been positive developments in U.S.-
Hungarian economic relations during the past year. The
Trade Agreement of 1978, which provided for the mutual
granting of most-favored nation tariff treatment, has
been an important factor in the favorable development
of U.S.~Hungarian trade xelations. As an official
endorsement of trade between our two countries, the
Trade Agreement has stimulated both U.S. and Hungarian
firms to pursue business opportunities more actively in
each other's markets.

U.S.-Hungarian trade grew significantly in 1979.
U.S. data show total trade in 1979 amounting to $190
million, up 14 percent from 1978. U.S. imports from
Hungary rose to $112 million from $66 million in 1978.
U.S. exports declined from $98 million in 1978 to $78
million in 1979. U.S. data, however, do not reflect -
many shipments to Hungary through brokers and U.S.
subsidiaries in third countries and would appear to under-
state our exports.

Other factors have also contributed to the diver-
gent trends in our trade data over the past two years.
Agricultural commodity sales, which traditionally con-
stitute a large share of U.S. exports to Hungary, declined
in 1979 because of increased Hungarian crop output and
soybean purchases from cheaper third-country suppliers.
Growing hard-currency debt and balance of payments defi-
cits have forced Hungarian authorities to restrain
imports from all Western countries. Increased Hungarian
manufactured exports to the United States in 1979 are
accounted for in large measure by the onset of sales
to a number of American companies uhder long-term cooper-
ation agreements.

Degpite the relatively modest export performance of
U.S. firms since the conclusion of the Trade Agreement,
we remain optimistic about the prospects for increases
in U.S. export sales to Hungary in the future. U.S.
firms are showing greater interest in the Hungarian market.
As Hungarian enterprises and economic ministries learn



-4

more about our products and technology, and our own
firms become better acquainted with the needs of the,
Hungarian market, we expect that U.S. exports will
expand at a more rapid pace.

As a part of an effort to.encourage the expansion
of bilateral trade and cooperation, the U.S. and
Hungarian Government agreed in 1978 to establish the
U.S.-Hungarian Joint Economic and .Commercial Committee.
In April of this year the Committee held its second
session in Washington. We used this opportunity to
discuss trade and commercial issues of mutual interest,
including future Hungarian investment plans which offer
U.S firms prospects for increasing exports to Hungary.

Developments in our financial relations with
Hungary over the past twelve months are also noteworthy.
Exim-Bank and the U.S. Department of Agriculture have -
extended lines of credit for the purchase of U.S. indus-
trial equipment and farm commodities. These credits
amounted to $10 million and $15 million, respectively.
Within the private sector, two major U.S. banks were
among ten subscribers to a $250 million loan syndication
of the National Bank of Hungary offered in April of
this year.

In summary, we believe that we have made impor-
tant strides in our economic relations with Hungary, and
we foresee further progress, benefitting both countries,
in the years to come.
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- ROMANIA ~—

Recent developments in East/West relations brought about by
events in Afghanistan have served to highlight the unique role
and position of Romania among Eastern European countries. This
was particularly noticeable in Romania‘'s unwillingness to
support the Soviet invasion of Afghanistan. Furthermore,
Romania -~ alone among Warsaw Pact countries ~-- did not take
part in the vote on Afghanistan at the United Nations General
Assembly and refrained from establishing contacts with the new
Afghan Government until very recently.

We believé that it is in oGr interest to encourage
Romania's determination to maintain this distinctive
independent posture. In addition to Romania‘s position on the
invasion of Afghanistan, other actions during the past year
have also highlighted Romania's efforts to formulate and pursue
an independent course in foreign policy. For example, Romania
has continued to support the Camp David Framework as a means of
solving Middle East problems, while urging that an overall
solution requires the participation of all interested parties.
Romania did not participate in the Soviet-supported meeting of
European Communist Parties held in Paris in April, apparently
because of differences over the question of Afghanistan.
Romania has remained committed to a successful Madrid CSCE
Conference and has taken a particularly active role in
promoting disarmament and initiatives on dispute settlement.
Président Ceausescu underscored Romania‘'s special ties with the
Third World and China in a number of meetings, in Belgrade and
later in Bucharest, which he held at the time of President
Tito's funeral with leaders from non-aligned countries as well
as with Chinese Party Chairman and Prime Minister Hua Guofeng.
In the economic area, Romania has expanded its trade with
Western and non-aligned countries. The Federal Republic of
Germany and the United States are now the second and fourth
largest trade partners of Romania. Although Romania remains
dependent on the Soviet Union for supplies of raw materials, it
continues to try to reduce this dependence.

U.S. relations with Romania during the past year have
continued to develop. Between August 1979 and May 1980, a
number of high-level visits took place. Romanian Foreign
Minister Andrei visited the US in the fall of 1979. 1In January
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of this year, Under Secretary for Political Affajrs Newsom
visited Romania and had comprehensive talks with Romanian
officials, including President Ceausescu. In January a
Congressional delegation led by Chairman Vanik visited Romania
and had meetings with President Ceausescu and Deputy Prime
Minister Burtica. . A .

In April, another round of comprehensive bilateral
consultations was held in Washington with a Romanian delegation
led by Minister-Secretary of State Duma. These consultations
covered all aspects of the Helsinki Final Act. During the
discussions, we emphasized the importance we attach to the full
implementation of the humanitarian aspects of the Final Act.
Particular emphasis was placed on the right of individuals to
exercise and fPractice their reIigious beliefs. We also
reviewed concerns regarding the treatment of national
minorities, in particular the Hungarian ethfiic group. 1n this
connéction, US Embassy officers have again visited areas of
Romania with a large Hungarian-speaking population. While it
appears that instances of discrimination at the local level
exist, our Embassy's assessment indicates that there is no
evidence to support reports of a policy of discrimination by
the Romanian Government against Romania‘'s ethnic Hungarian
minority. US Embassy officers have also visited towns where
churches that had been damaged by the earthquake of 1977 are
located. These visits have shown that most of the churches
have been repaired. A few, more seriously damaged, are in the
process of being rebuilt. In addition, at the invitation of
the Romanian Government, a Staff Delegation of the Trade
Subcommittee of the House Ways and Means Committee visited
Translyvania in late April.

With respect to trade and economic relations, Deputy Prime
Minister and Minister of Foreign Trade Burtica led the Romanian
delegation to the Sixth Joint Economic Commission Meeting which
was held in Washington in April. During his visit, the Deputy
Prime Minister met with the President and the Vice President.
In early May, a Romanian Parliamentary delegation, led by the
President of the Romanian Grand National Assembly, visited the
United States. The Counselor of the Department of State
visited Romania June. 12-14 in connection with the commemoration
of the 100th anniversary of the establishment of diplomatic
relations between Romania and the United States. All of these
visits contribyted to the expansion and intensification of the
dialogue between our countries.



It is obvious that Romanian policies in the area of human

rights are not the same as ours, nor do they fully conform to

“-=-- what we consider to be the spirit of the Helsinki Final Act.
Nevertheless, we have found that the Romanian Government is
prepared to carry out opén and comprehensive discussions in .
this area. This was highlighted during the Human Rights
Round-Table meeting held in Romania in February. The US
delegation, which included US Government officials, CSCE
Commission representatives, and members of private
organizations interested in human rights, had long and useful
meetings with Romanian representatives during which policies,
practices, and perceptions on how to approach and deal with
human rights were reviewed. Despite fundamental differences in
the social and political structures of our countries, the
possibility of conducting forthright and meaningful bilateral
discussons was again demonstrated.

Overall, our contacts and meetings with Romanian Government
officials lead us to believe that we have built a solid
foundation for a continuing dialogue. MFN has played a useful
and important part in the building of this relationship.

Romania‘'s performance improved substantially in key areas
————during the second semester of 1979 and the first five months of
1980, even though there have been no basic changes in the
official Romanian position regarding emigration. As a matter
of* policy, the Government of Romania maintains that it is the
duty of Romanian citizens to remain in Romania to make their
contribution to the nation's development goals. However, the
Romanian Government also emphasizes that it takes its
international undertakings in a serious and responsible manner,
including those with respect to the Helsinki Final Act. Taus,
it cooperates in the settlement of cases involving family
reunification and other humanitarian considerations.

Romania's emigration performance since July 1979 should
thus be considered in light of established Romanian policies as
well as Romania's international undertakings. Since the
granting of MFN, emigration to the United States has grown
considerably, increasing four-fold between 1974 and 1979, from
an annual total of 407 to over 1600. This trend has been
pacticularly noticeable since the last Congressional hearings.
From July 1979 through June 1980, 2379 Romanians emigrated to the



United States compared to 1588 during July 1978-June 1979, an
increase of nearly 40 percent. Of these, nearly one-fourth
came here directly as qualified immigrants, while the remainder
were processed by our Embassy in Bucharest as refugees under
the Third-Country Processing Program, since they do not qualify
as immigrants for lack of immediate relatives in the Unitead
States who could file petitions on their behalf. This program
has been streamlined during the last six months to reduce the
time that the prospective refugees spend in a third country --
mostly Italy -- before their admission to the United States
from three months to about a week.

While progress has been made, there are still many
applicants waiting to receive approval from the Romanian
Government. We present divided family as well as marriage case
lists to the Romanian Foreign Ministry every three months. Our
most recent list, delivered in July, included 193 cases of
qualified immigrants covering 558 persons. The majority of
those on the qualified immigrant list have been waiting about
18 months. We are hopeful that, as we carry on our dialogue
with the Romanians, we will succeed in shortening this waiting
period. With respect to the marriage list, the first four
months of 1980 showed positive results. The number of pending
cases dropped from 69 to 56. We have impressed upon the
Romanian Government our particular concern regarding the long
waiting period -- about 18 months -- before requests for
marriage are approved. We are hopeful that improvement will
also occur in this area.

No significant change in emigration procedures has occurred
in the past year with regard to emigrants to the United
States. Individuals applying for permanent departure continue
to face bureaucratic delays, cumbersome requirements, and
economic and social pressures before they obtain the necessary’
documentation. These obstacles constitute a regular feature of
US-Romanian discussions on consular and humanitarian affairs.
We emphasize the importance of streamlining the requirements
and also make clear that we are disturbed by reports of job
demotions and other pressures experienced by prospective
immigrants.

With regard to the emigration of Romanian Jews to Israel,
considerable progress has been made since July, 1979. During
the period of July 1979 through June 1980, 1091 Romanian. Jews
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emigrated to Israel as compared to 889 during the period of
July 1978-June 1979. This represents a 22 percent increase.

We believe that the understanding reached last summer between
the representatives of major American-Jewish organizations and
the Government-of-Romania-has worked effectively in improving
procedures and expediting the processing of emigration requests
by Romanian Jews. Our Embassy in Bucharest monitors progress
in emigration with officials of the Romanian Ministry of
Foreign Affairs and-reviews the list of prospective emigrants
which is compiled and maintained by the Chief Rabbi of Romania,
Rabbi Moses Rosen. We will continue to emphasize to the
Romanian Government the importance that we attach to sustained
per formance with respect to emigration to Israel.

We are pleased that by a decree issued on June 26 the
Romanian Government has remitted fines imposed on a group of 15
Romanian Jews found guilty in the early sixties of alleged
embezzlement of state funds. We understand that those among
them who wish to emigrate will be allowed to do so.

Emigration to the Federal Republic of Germany, after a
decline in early 1979, has increased greatly in the last eight
months and, if continued at the present rate, will total over
13,000 by the end of 1980.

US-Romanian trade and economic relations have continued to
expand under the US-Romanian Trade Agreement, which was renewed
in 1978 for another three-year period. In 1979, our total
trade with Romania grew by almost 25 percent to $829 million.
US exports reached $500.5 million and were characterized by a
large increase in our traditionally strong agricultural exports
and by a diversification in the composition of other items. US
imports totaled $329.3 million with increases in a variety of
categories including light manufactures and a decrease in oil
products. Figures for the first four months of 1980 continue
to show an upward trend in two-way trade with US exports

~. exceeding imports by $140.7 million.

EMIGRATION APPROVALS GIVEN BY GOVERNMENT OF- ROMANIA

USA ISRAEL FRG

Jan 79 - Dec 79 2,000 1,181 9,173
JAN .. 12 90 1,061

. FEB 268 - 84 1,380
MARCH . 268 96 1,098
APRIL 211 199 1,238
MAY 287 161 637

JUNE 175 169 898
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Statistical Summary
sotal Active Cases as of July 1, 1980

{A) Immigrant visa cases pending (divided families: nuclear and non-nuclear) -~
193, including 462 persons

(B) ~ual-national cases pending -- 130 including, with immediate family members,
38 persons

(C) Marriage cases -—- 48
Individual Cases Resolved Jan-June 1979 Jan-June 1980 .
1A} Immigrant visas issued 121 234
{(B) TCP processing completed 384 1074
(C) Dual nationals approved
by GOR for departure (USC only) 3 9
(D) Binational marriages solved 21 39
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Représentation Lists (numbers in parenthesis indicate persons)

IV's on List IV's still Pending

July 76 191 (427) 1 (3)
Dec 76 188 (484) 2 (4)
July 77 109 (257) 2 (4)
Jdec 77 140 (348) 5 (11}
Mar 78 155 (383) 7 (17)
July 78 133 (338) 19 (45)
Oct 78 114 (279) 29 (70)
Jan 79 180 (422) 52 (126)
Apr 79 . 216 (511) 64 (156)
July 79 241 (563) 84 (205)

- Oct 79 238 (559) 109 (262)
Dec 79 232 (559) 130 (319)
Jan 80 218 (527) 146 (356)
Apr 80 214 (524) 171 (412)
July 80 220 (540) 193 (462)
Marriage Cases

Cases on List Cases still Pending

July 76 32 0
Dec 76 57 0
July 77 : 46 0
Jdec 77 53 0
Mar 78 60 0
July 78 22 3
Oct 78 35 8
Jan 79 48 . 11 -
Apr 79 57 17
July 79 58 20
Oct 79 63 29

- Dec 79 76 45
Jan 80 69 g%
Apr 80 69
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- . Statistical Summary

-2 -

Dual Nationals and Families

Cases on List Cases still Pending
July 76 b 114 ¢107) 2 (6)
Dec 76 163 (577) 2 (6)
July 77 104 (357) 3 (9)
Dec 77 120 (461) -12 (75)
Mar 78 126 (497) 17 (88)
July 78 103 (457) 30 (154)
. Oct 78 94 (387) 45 (220) N
Jan 79 100 (452) 64 (307)
Apr 79 104 (460) 69 (321)
July 79 110 (480) 78 (350)
Oct 79 134 (583) 105 (467)
Jan 80 147 (633) 117 (512)
Apr 80 143 (616) 125 (560)

July 80 149 (608) 130 (558)
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ROMANIAN IMMIGRATION TO THE UNITED STATES

Monthly Totals

Immigrant Visas Issued?*

by Embassy

Bucharest

1978

Total

1379
717
106
102

103

57

109

124

205

241

168

193

Total

1980

171
216
234
236
240
242

(July 78-June 79-1588)

(July 79-June 80 - 2379)

* Includes Third Country Processing, but excludes Dual Nationals

68-772 0-—-80—4
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ROMANIAN EMIGRATION TO THE UNITED STATES

Annual Totals

Calendar Year

1968 68
1969 142
1970 373
1971 . . _ 362
}972 348
1973 469
1974 407
1975 890
1976 1,021
1977 - 1,240
1978 1,666 {1,706 including dual
nationals)
1979 1,552

1980 (Jan - June} 1,339
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ROMANIAN JEWISHR IMMIGRATION TO ISRAEL

Monthly Totals

1978
January
February
March
April
May -
June
July
August - - -
September
October
November
December

January
February
March
April
May
Juhe
July:
August
September
October
November
December
Total

January
February
March
April
May

June

Number of

Immigrants

57
52
87
74
90
61

{(July 78-June 79-889)

(July 79~June 80-1091)
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ROMANIAN JEWISH EMIGRATION TO ISRAEL

Approximate Annual Totals

1971 1,900
1972 3,000
1973 ¢ ¢ - 4,000
1974 3,700
1975 2,000
1976 2,000
1977 1,330
1978 1,143
1979 984

1980 (Jan~June) 425
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STATEMENT QF HERBERT E. HOROWITZ
. " .DIRECTOR OF THE OFFICE OF
EAST-WEST ECONOMIC POLICY
DEPARTMENT' OF THE TREASURY
BEFORE THE SUBCOMMITTEE ON INTERNATIONAL TRADE
COMMITTEE ON FINANCE
SENATE
July 21, 1980

Mr. Chairman, as I stated before the Subcommittee on
Trade of the House Ways and Means Committee, I am pleased
on.ékhalf of the Treasury Department to join in support
of the extension of the President's authority to waive
the restrictions contained in section 402 of the Trade
Act for another year. Continuation of the waiver authority,

——ﬁhich would allow the bilateral trade agreements the United

Staté; has with Romania, Hungary and China to remain in force,
will permit continued growth in our economic and political
relations with these countries.

The purpose of today's hearing, T understand, is to
examine our commercial relations with Romania, Hungary and

“Thina and the emigration practices of these countries over

the last year in order to determine whether an extension of
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the President's waiver of section 402 is justified. Over
the last year, our foreign policy objectives have been
advanced by the increasingly close and mutually beneficial
economic relations with all three of these countries.
Moreover, the practices of these countries with respect to
emigration, as indicated in the statement by Counselor ‘
Ridgeway, have been positive. We believe that our national
interest will be well served by extending the waiver

authority for another year.

Romania
nomania has consistently maintained a very high degree
of independence through the adoption of a number of policy
initiatives. For exa&fle. Romania is the only COMECON
country which is a member of the IMF and the World Bank,
and participates actively in several other international
organizations such as the GATT. Romania‘'s economic viability
is the key to its strategy of independence. We believe it is
in our interest to encourage Romania's independent -policy
orientation through expanded commercial and economic relations.
The continuation of the bilateral trade aéreement with Romania'
is an important element toward this end.
In 1975 when the US-Romanian Trade agreement entered into
-}orce. two way trade was only $322 million. Last year total

trade turnover grew to a record $830 million with a surplus in
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— favor of the United States of $170 million. The large surplus
in 1979 was attributable to a sharp increase in U.S. agri-
cultural exports. —

b?ficially supported export financing has been in part
responsible for the increased volume of trade, Pailure to
extend the President's authority to waive the section 402
restrictions, would make Export-Import Bank and Commodity
Credit Corporation credits unavailable to U.S. exporters.
Export-Import Bank exposure to Romania is about $139.6
million. During 1979, the Export-Import Bank authorized two
separate lines of credit to the Romanian Bank of Foreign
Trade, totalling approximately $80 million. One credit for
$30 million was a general purpose line and the other credit
line was for $50 million to assist the financing of small
and medium size projects. On the agricultural side, the
Commodity Credit Corporation has extended a total of $35
million in credits to Romania in fiscal year 1980 which have
had the effect of increasing our agricultural exports to
Romania, Both forms of financing have been instrumental in
making U.S. exporters more competitive, increasing the U.S.
sharé of the Romanian market and helpina the United States
balance of payments position.

Imports of capital goods and agricultural commodities

::'are likely to continue to exceed Romania's foreign exchange

earnings. Romania therefore needs continued external
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financing as well as increased access to Western markets.
The renewal of the Pregident'a waiver authority will enable
Romania to continue to secure official export financing to
further its purchases of U.S. goods and equipment. In
addition, the zeggwal of the waiver will continue the
benefits\bf MFN and GSP to Romania, which are important to
the expansion of mutually beneficial trade between our two

countries,

Hungary
Hungary has been an active member of the international

trading community and has conducted itself in a manner which
has made it an attractive market for many United States firms.
In 1976 Hungary ﬁade full payment of all its indebtedness to
the United States (including World War I debts), which has
enabled it to raise money in United States capital markets,
unlike many other COMECON members. Hungary is also a member
of the GATT and participates in all its deliberations and
negotiations. The renewal of the President's waiver
authority, we believe, will continue this trend toward an _
independent commercial policy.

U.S.~-Hungarian trade has risen from $166 million in
1978, when the bilateral trade agreement between the two

““countries entered into force, to a record high of $190

million in 1979. Last year we experienced a deficit in
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U.S.-Hungarian trade, due in larye part to a decrease in
Hungary's purchase of U.S. agricultural commodities. We
expect the overall volume of trade to grow steadily, #nd
have taken steps to expand our exports to Hungarv. 1In
September 1979, Eximbank approved a $10 million line of
credit to Hungary for the purchase,of capital equipment and
services from the U.S. During 1979 Hungary utilized $15.8
million in Commodity Credit Corporation credits to purchase
U.s.-agricultural goods. In fiscal ye;t 1980 CCC extended
a $15 million credit line to Hungary. This line has not
'yet been used, however, and it appears that Hungary does
not intend to draw on it.

Hungary has been able to finance much of its trade with
the West through borrowings ;n private -capital markets in the -
U.S. and Europe. But offiélal credits have been an important
element in the steady éise in U.S.-Hungarian trade. Ap
extension of the President's waiver authority will make the

" continuation of such official credits pvossible. We believe
the continued availability o£~8.s. Government credité will
help increase the U.S. exporters' share of the Hungarian market.

Extension of the ex;ating waiver will also allow us to
continue to extend MFN tariff treatment to Hungary. MFN
treatment is central to Hungary's access tb U.S. markets

~ and to a healthy bilateral trading relationship.
China
China is the most recent nonmarket economy to receive

MFN tariff treatment and g-~in full access to official U.S.
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credit sources. In the course of one year, we signed a
claims settlement agreement with China which has had the
effect of removing serious impediments to our bilateral
economic relations. We also signed a trade agreement
with the PRC, which provides a broad framework for the -
expansion of commercial relations. This agreement was
\apbrpygﬁ»by Congress in January of this year. The trade
agreement has been in effect for only five months, ;nd it
might be premature to judge its long-term impact on the
volume of trade. However, two-way trade has increased very
sharply since normalization of our relations. U.S.-China
trade Jan. - May surpassed the 1.6 billion dollar mark
this year -- compared to a $787 million volume during the
‘same period last year. This trend is likely to continue
~throughout 1980 and be heavily weighted in favor of United
States-exports.
Last year, we established a U.S.-China Joint Economic
Committee, which is chaired on the U.S. side by the

-~

Secretary of the Treasury, to serve as a forum fqg'tﬁe
review of bilateral economic issues with China. The first
meeting is tentatively scheduled for mid-September.
Negotiations between the U.S. and China have also moved
_forward on a number of bilateral agreements including civil

aviation, maritime, and textiles. -
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In April, President Carter made the required national
interest determination under the Export-Import Bank Act,
which was the final step in making Export-Import Bank
credits available to China. Eximbank officials are now
discussing procedural arrangements with tbe Bank of China,
Eximbank has also made its first preliminary commitment for
the supply of United States equipment for a steel rolling
mill in the PRC.

China has available approximately $30 billion official
and private creéits. almost all'ftom other countries, but
so far has _drawn very little on these lines. Over the longer
run, however, China will need to turn to foreign borrowings
to supplenment its foreign exchange earnings in order to
finance the equipment and technology required for its
modernization program, Official U.8. Government credits
will undoubtedly be a critical element in the expansion of
U.8. exports to China. The renewal of the waiver is essential
if China is to have continued accéss to Eximbank financing.

In sum, we believe the extension of the Prqsid;nt'c
waiver authority is essential to the expansion of our economic
and political relationship with the PRC. Approval of the
extension of the waiver will permit us to build on the

~foundation that has been established over the last year.
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ACTING DEPUTY ASSISTANT SECRETARY OF COMMERCE
FOR BAST-WEST TRADE

BEFORE THE SUBCOMMITTEE ON INTERNATIONAL TRADE
OF THE SENATE COMMITTEE ON FINANCE

JULY 21, 198

Mr. Chairman:

I am pleased to appear before this subcommittee today to speak
in support of the Administration's request to extend the waiver
authority for Romania, Hungary and China under Section 402 of
the Trade Act of 1974. Extension of the waiver will result in
the continuation of Most-Favored-Nation (MFN) tariff treatment
for Romania, Hungary and China for 12 months, thereby
demonstrating our continuing suppor'. for the deveiopment of
trade and strengtggning of overall relations between the U.S.

and these countries.

The renewal of MFN for these countries serves to reaffirm U,S.
trade policy toward Bastern Europg and China. Recently enacted
controls on trade are directed at the USSR, not Eastern Europe,
where we welcome opportunities to improve our _
economic/commercial relations, or China, where these relations
have undergone remarkable improvement.

I shall revi;ﬁ current trade trends with Romania, Hungary and

China and the effect which the granting of MPN tariff treatment

has had on our two-way trade with them. I shall also present
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the Department's views on the current status of our trade

relations with these countries.

At this point, I wish to state for the record that the
Department of Commerce fully endorses the views on emigration
regarding Romania, Hungary, and China expressed here today by

my colleague from the Department of State.

U.S.~ROMANIAN TRADE TRENDS

Two~way trade with Romania reached a record high of $829.8
million in 1979, continuing the steady and impressive growth
rate that has characterized our trade since 1970. Of last
year's total, $500.5 million were U.S. exports and $329.3
million were U.S. imports. Total trade for the first five
months of 1980 is $407.7 million and is expected to exceed $1
billion by the end of this year. U.S. exports for five months
are at $287.2 million, which is $82.6 million ahead of last
year's rate for the same period. The U.S. trade surplus for

this five month period is $166.7 million. (See Table 1.)

Paced by increased U.S. agricultural exports, we have enjoyed a
healthy trade surplus with Romania for the past 1 1/2 years,
This strong U.S. export performance shows signs of continuing

in 1980 as coal deliveries increase and agricultural sales
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continue, (See Table 2.) U.S. manufactured goods exports
declined souewhg} in 1979 after a sharp increase in 1978, but
the composition of these exéorts is widening and this may lead
to increases in 1980. Principal growth items are: hydraulic
cranes, hydraulic and pneumatic metalworking presses,
transportation construction equipment, textile machinery parts,
and tire building machinery,

After several years of uninterrupted growth, imports from
Romania declined some 5 percent in 1979 due to a decrease in
oil product shipments. Imports of the most significant light
manufactures showed moderate growth while agricultural !mports

from Romania remained at modest levels. (See Table 3.)

EFFECT OF MFN AND GSP TREATMENT ON U.S.- ROMANIAN TRADE

Romania went from Column II tariff treatment to
nondiscriminatory tariff treatment in August of 1975, and then,
with reséect to a limited number of commodities, to
preferential tariff status under GSP commencing in January
1976. The principal effect of granting MPN and GSP to Romania
has been a rapid growth and development in our trade. The
United States had become Romania's third leading trade partner

in the West, behind West Germany and France.
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In 1979, three of the top four Romanian exports to the U.S.
(fuel o0il, naphtha, and mea? products), which accounted for 24
percent of total exports, were unaffected by MFN tariff
status, On the other hand, some of the top fifteen U.S.
imports, such as textiles and footwear, were affected by the
lower MFN tariff rates and are in areas where U.S. industry is
sonsitive to foreign imports. Romania, however, accounts for
an extremely small percentage of total U.S. 1npbzts in any of

these categories. Furthermore, when market disruption

_questions concerning certain types of textiles and footwear

have arisen in recent years, they have been resolved through
either informal consultations or bilateral agreeements by which
Romania's exports were either restrained or established at

mutually agreed upon levels,

As a developing country, Romania has made use of the
Generalized System of Preferences (GSP) program. Last year,
Romar iz exported to the U.S. approximately $83 million in
products which were eligible for GSP. Of the top fifteen U.S.
imports from Romania five benefitted from GSP treatment:
fu:piture, railway cars, aluminum sheets and plates,

synthetic rubber, and railway car parts.
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STATUS OF TRADB RELATIONS WITH ROMANIA

The expanéldh of our commercial relations in recent years can
be attributed, in part, to the efforts of both governments to
create a viable framework and favorable atmosphere for the

development of trade and economic cooperation.

The United States has taken a number of steps designed to
expand U.S. exports to Romania., Since November 1971, Romania
has been eligible for trade financing programs of the
Export-Import Bank of the United States (except for a short
period of suspended activity from January 1975 to August 1975).
Similarly, since 1970 the Commodity Credit Corporation (CCC)
has played an important role in the export of U.S. agricultural

commodities to Romania.

Romania has made continuing efforts to integrate its economy
into the world economic system and to make its foreign trade
system responsive to Western business needs. Romania is
currently a member of the General Agreement on Tariffs and
Trade (GATT), the International Monetary Fund (IMF), and the
World Bank (IBRD). Participation in these and other
international economic organizations has helped to facilitate
Romania's efforts to diversify its trade outside of the COMECON

countries. In 1979, approximately 60 percent of Romania's
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trade was with non-communist nations.

Romanfa has also passed progressive legislation which allows
foreign equity ownership in joint companies with Romanian
partners and which permits U.S. and other Western firms to open
representational offices in Romania. At present 19 U.S. firms
or their European subsidiaries have representational offices in

Romania.

Our two governments have taken 1mportant measures to expand
trade and improve economic relations. P;tat, the Joint

Amer ican-Romanian Economic Commission has met annually to
review our bilateral economic and commercial relations and
discuss and resolve trade problems. Since its founding in
1973, the Commission's work has been supported by numerous
experts meetings, working groups, and working level visits by

trade officials of both countries.

The Commission recently met for its Sixth Session in Washington
(April 22-23) and was co-chaired by Secretary of Commerce
Klutznick and Romanian Deputy Pr1;§ Minister Burtica, who,
accompanied by their respective governmental specialists. They
discussed in detail a wide range of issues affecting our
economic/commercial relations. These included current trade

levels and the potential for future trade, financial matters,

68-772 0—80——5 -



services for each other's firms and commercial personnel, and
the deveropment of cooperation activities such as joint
ventures and cooperation in third markets. In conjunction with
the Commission meeting four commercial agreements/protocols

were signed:

== AMOCO International and the Romanian Ministry of Mines,
Petroleum and Geology: to continue discussing cooperation
possibilities for oil exploration and drilling in third

countries;

~- Geosource of Houston, Texas and the Romanian Ministry of
Mines, Petroleum and Geology: to cooperate for 5 years in
implementing seismic surveys for oil and gas in third

countries;

-= ACLI International of White Plaine, New York and the
Romanian Poreign Trade Company Danubiana: to form a joint
company for cooperation in the marketing of fertilizer,

chemicals and industrial products; and

-~ Island Creek Coal Company and the Romanian Ministry of

Foreign Trade and International Bconomic Cooperation: to



cooperate in the joint development of a steam coal mine ip se

u:s. 1

Second, since 1969, our two ceountries have maintained a
continuing dialogue on a broad range of.economic issues through
the frequent visits to both countries by high-level goverament
officials and working level commercial delegations, as well as
by U.S. Congressional leaders concerned with trade issues,

The most recent high-level economic visit occurred on April
1f-23 this year, when Romanian Deputy Prime Minister Burtica
traveled throughout the U.S., where hé‘;et with numerous
business leaders and opened Romania's new trade promotion

offices in Atlanta and Houston.

Third, both governments strongly support the work of the
Romanian-U.S. Bconomic Council, which is facilitating increased
contact between U.S. firms and Romanian companies and economic
organizations and is helping to develop further our trade
relations. The Council will next meet on September 15-16 in
Mamalia, Romania. We look forward to the Council's important
and continuing efforts to expand commerce between our two

countries.
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U.S.-HUNGARIAN TRADE TRENDS

Total U.S.-Hungarian trade reached a record high of $189.8
million in 1979, continuing the steady overall growth that has
characterized our trade over the past several years, Of last
year's total, $77.6 million were U.S. exports and $112.2
million were U.S. imports. Total trade for the first five
months of this Qea: is $82.1 million and could exceed $200
million by the end of the year. (See Table 4.)

For the first time since 1974, the U.S. ran a trade deficit
with Hungary in 1979. The reasons for this shift in
U.S.-Hungarian trade are complex and due, only in part, to the
granting of Most-Pavored-Nation tariff treatment to Hungary.
Since 1978, Hungarian products have, indeed, become more
competitive in the U.S. market but other factors help to
explain this trade deficit, including:

-~ A large decline in Hungarian purchases of agricultural
products due to a relatively good crop year in Hungary and
a shigg to alternative, less expensive suppliers, such as

Brazil;
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-- Hungary's overall trade policy in 1979 to reduce hard
currency imports while stressing exports to the same

markets; and

-- Several U.S.~Hungarian industrial cooperation projects
in Hungary which came onstream during 1979 generated
increased exports to the U.S. Por example, tractor and
motor vehicle parts - the top ranking U.S. manufactured
import from Hungary in 1979 -~ led the import advance with
sales increasing dramatically from $5.7 million in 1978 to
$23.2 million last year. These sales are largely a result
of cooperation projects between Hungarian enterprises and
International Harvester, Steiger Tractor, and Baton

Corporation., —

Additionally, U.S. statistics would appear to understate the
scope and magnitude of’ U.S.-Hungarian trade. U.S. figures
include neither transshipments of U.S. products through third
countries to Hungary (as is the case of Hungarian purchases of
some U.S. agricultural commodities), nor Hungarian purchases
from U.S. subsidiaries in Burope. Hungarian trade figures for
1979, which do take these additional sales into account, show
U.S. exports to Hungary of $156.9 million and U.S. imports of
$115.2 million, leaving a $41.7 million surplus in the U.S.
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these discrepancies between the two countries' trade statistics
during the recent meeting of the U.S.-Hungarian Joant Economic
and Commercial Committee. Both sides are seeking to minimize
them so that a more accurate piEEﬁre of our bilateral trade can

be provided in the future.

We are confident that the long-term prospects for expanded and
diversified trade are real and will become evident in the mid-
1980s. This confidence also was evident in the successAof
"USA-80," the first privately organized exhibit of U.S. -
pnoductsﬂin Budapest in April, and U.S. firms' participation in '
the Commerce Department-sponsored exhibit at the Budapest
Sprina Pair in May.

EFFECT OF MFN ON U.S.-HUNGARIAN TRADE

The most important effect of MPN has been to normalize
U.S-Hungarian trade relations and to lay a foundation for
future growth., While imports from Hungary outpaced U.S.
exports in 1979 and resulted in a U.S., deficit, our overall
trade relationship is healthy and growing. During 1979, U.S.
exports showed increased diversification relative to previous
years and U.S. manufactured exports in 1979 increased by i§
percent over 1978 to $52.5 million. (Significant manufactured

exnport items in 1979 included concentrated superphosphates,



65

-12-

measuring instruments, tracklaying tractors, insecticides, and

glass rods.)

U.8. firms have indicated that since the signing of the Trade
Agreement new doors have opened which can only lead to a
strong, lasting ;;d beneficial trade relationship to both
countries, Por example, this past April a major Hungariin
trade delegation led by the state Secretary for Heavy Industry
visited the U.S. to explore the possibilities of cooperation
with U.8. firms on several large energy and raw materials
pzéjects. The delegation stressed that our reputation for
superior technology in these fields was an important
consideration in its decision to seek partners in the United
States. As Hungarian }ixli and industrial ministries learn
aore about American proaucta and technology, and our ow. firms
become better acquainted with the nqeda of the Hungarian market
and the way of doing business there, we expect that U.S.

exports will expand at a more rapid pace.

STATUS OF TRADE RELATIONS WITH HUNGARY

Since the signing of the U.S.-Hungarian Trade Agreement in 1978
both countries have worked to create a favorable climaé@ for
the development of trade and cooperation between our

countries. The record shows th;;>substant1a1 progress has been

made toward normalizing our comiercial and economic relations.
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In the past few years, the U.S. has taken several steps
designed to expand U.S. exports to Hungary. Since the end of
1978, Hungary has been eligible for trade financing programs of
the Export-Import Bank of the United States. In July 1979, a
$10 million medium-term credit line to finance the purchase of
miscellaneous and relatively sgall items of capital equipment
and services from the U.S. was approved for Hungary. Similarly
Commodity Credit Corporation (CCC) credith have been made
available to Hungary. During 1979, Hungary utilizeéV$15.8
millXion inCCC credits for the purchase of protein meals. For
fiscal year 1980, $15 million in CCC credits has been allotted
to Hungary for additional purchases of protein meals,

_ An ;nq}}tutional framework between the two countries is also in
place. The U.S.-Hungarian Joint Economic and Commercial
Committee was established in March 1978 and held its second
session in April this year. The Committee, co-chaired by the
Assistant Secretary of Commerce for Trade Development and the
Hungarian Deputy Minister of Foreign Trade, was formed to
review bilateral economic and commercial relations and to
discuss and resolve trade problemé. The Committee already has
proven its worth in providing a valuable link between our two
governments in the commercial field. Over the past year, for

exanmple, the Committee mechanism has been used to represent the
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interests of the U.S. agricultural chemicals industry to the
Hungarian Government with regard to the protection of

industrial property rights. (See pp. 15-16.)

Furthermore, our two countries have maintained a continuing
dialogue on a broad range of political, economic, and cultural
issues. This has been especially true regarding economic and
commercial matters through the frequent visits to both
countries by high-level government officials and working-level
commercial delegations, as well as by U.S. Congressional
leaders concerned with trade issues. Among others, these have
included during the past twelve months visits to the United
States of Hungarian Deputy Prime Minister Istvan Huszar and the
visit to Hungary of Secretgry of Commerce Philip Klutznick.
During this latter visit, Secretary Klutznick reviewed
bilateral commercial and economic relations with Senior
Hungarian officials including Prime Migister Lazar, Deputy
Prime Minister Mari;i, and Minister of Foreign Trade Veress,
and emphasized the U.S. interest in the continued expansion and
promotion of these relations with both Hungary and the rest of

Eastern Europe.

In the private sector we have supported the work of the
Hungarian-U.S. Economic Council in facilitating increased

contact between U.S. firms and Hungarian enterprises and
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economic organizations. The Council last met in Budapest in
October 1979 and is plannlng to meet again in Houston this
fall. The Council continues to mak: an important contrlbution
to the expansion of commerce between our two countries.

The presence of American firms in Rungary also has increased
since 1978. To date two U.S. companies have opened
representation offices in Hungary to.facilitate sales of goods
and services and to develop cooperation activities, 1In the
near future two additional U.S. equipment manufacturers are
expected «to open similar offices. Still other American firms
re;;esentlng a cross-section of U.S. industry are establishing
and maintaining a broad commercial presence as they continue to
enter into sales, cooperation and joint venture agreements,

From this presence an expanded and diversified U.S.-Hungarian

trade relationship is expected to develop.
U.S.-HUNGARIAN PATENT ISSUES

An--important issue in our commercial relations with Hungary
over the past two years is the protection of industrial
property rights of several firms in the American agricultural
chemicals industry. -The U.S. firms have alleged that (1)
Hungarian enterprises are exporting products to third countries
in violation of U.S. property rights 15 those countries, and

(2) they do not receive national treatment in Hungary regarding
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the protection of their industrial property rights. The
Administration has monitored closely the progress made by U.S.

firms in resolving these conceina and has reviewed this

progress during the meetings bt‘the~u~S¢:§gggg£i:2~gglnt

Economic and Commercial Committee. 1In general, it appears that—
most of the U.S. companies' concerns have been or are being
resolved and, as such, the companies have expressed guarded
optimism about progress achieved to date. The Administration,
with the assistance of the National Agriéﬁltural Chenicals
Association, will continue to monitor further developménts
closely and will support appropriately U.S. firms in their
efforts to reach agreements with their Hungarian counterparts.
We will continue to urge the Hungarians to negotiate in good
faith with the U.S. firms with a view toward resolving their
differences. When warranted, the Administration will discuss
these concerns at future meetings of the U.S.-Hungarian Joint

Economic and Commercial Committee.

U.S.~-PRC TRADE TRENDS

Direct trade between the United States and China resumed in
1972 and grew steadily despite the absence of normalized
political and economic relations. Between 1972 and 1978, over
$4 billion of goods were traded between the United States and
China. Our surplus from that trade totalled almost $2 billion.
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Since the normalization of diplomatic telitfons on January 1,
1979, U.S.~China trade has increased markedly. The value of
trade during 1979 was double that of 1978. U.S. exports to
China in 1979 exceeded $1.7 billloh, while the U.S. imported
nearly $600 million worth from the PRC. Although increased
Chinese purchases of agricultural commodities were largely
responsible for the overall growth, U.S. sales of manufactured
goods, especially-machinery and transport equipment also showed

significant gains. (See Tables 7 and 8.)

Trade data for the first five months of 1980 show a surge in
two-way trade. U.S. exports to China during January-May 1980
topped the g;{ billion mark, compared to only S{rg‘mulion
registered during the same period of 1979. U.S. imports from
the PRC during this period totalled $359 million, compared to
$190 million for the first five months of 1979. We expect this
trend to continue through 1980 with U.S.-PRC trade reaching a
record $3.5 billion. The trade will be heavily in our favor
with U.S. exports accounting for over $2.0 billion of the
total.
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FECT OF MFN ON U.S.-PRC TRADE

—— et

Although it is still too early to fully assess the impact of
MFN on U.s;-China trade, we believe the sharp upswing in tra&e
levels in 1979 resulted from the improved commercial climate
created by the normaliz;tion of diplomatic relatlon; and
initialing of the U.S.-China Trade Agreement., In the four
months that MFN has been in effect, trade levels have been
running more than twice those of 1979. This is true for both
imports and exports. We expect this trend to conElnue through
1980 although more moderate growth is likely to continue in the
coming  years. The Trade Agreement provides a framework for
long-term, healthy growth of trade relations. Extension of the
Jackson-vanik waiver for China is critical to the continued

i

development of this long-term relationship.

STATUS OF TRADE RELATIONS WITH THE PEOPLE'S REPUBLIC OF CHINA

Since January 1, 1979, China and the U.S. have made rapid

. progress in expanding commercial relations.

Pormer Secretary of Commerce Juanita Kreps, during her visit to

China {n May 1979, signed several significant agreements

including the Agreement on Claims and Assets, which had been
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negotiated during the visit to China of Former Secretary of the
Treasury Blumenthal, and an.Agreement on Trade Exhibitions.
Also during the Kreps visit several science and technology
cooperation protocols were signed and the U.S. and China agreed
to initiate discussions on maritime and civil aviation
agreements. The Trade Agreement, whiéh was initialed during
the visit, provides the framework for the expansion of our
bilateral trade. Congressional apprdval of that agreement
earlier this year was a critical step in removing some of the

barriers to Sino-American trade. -

Since then, the U.S. has taken a number of steps to promote
exports to China.” In April President Carter determined it was
in the national interest to extend U.S. Export-Import Bank
facilities to China. Eximbank is currently accepting loan
applications and has made its first preliminary loan conmi tment
for the supply of equipment for a steel rolling mill. Other
countries have made. available to China credit lines totalling
approximately $27-30 billion. We believe Eximbank support will
be important in making U.S. firms more éompetitive with other

industrialized countries in the China market.

In the past 18 months, we have moved ahead aggressively in our

market development efforts, scheduling a number of trade
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promotion events in China during the 1980-82 period. 1In
‘Novenbez 1980, we will stage the U.S. National Trade Exhibition
in Beijing -~ one of the largest exhibitions in the history of
the Department of Commerce. Over 200 manufacturers (35 percent
of them small and medium-size firms) will participate,
exhibiting products in five industrial sectors: petroleum
exploration and extraction, transportation, power generation
and distribution, agricultural machinery, and equipment for the
production of consumer goods. W9Valso expect to be exhibiting
. some small U,S, aircraft. A number of U.S. banks will
participate and other U.S. Government agencies also will take
part. In addition, in 1980 we are sponsoring in China
technical sales seminars on food processing gnd pollution
control equipment, and a video catalog exhibit on packaging
equipment. In 1981-82, we plan to sponsor in China one or more
medium-sized trade exhibitions, as well as four video catalog
exhibitions and three or four technical sales seminars. These
' events will provide opportunities for U.S. firms to introduce
their products and technology to Chinese end-users.
In addition to these trade promotion events in China, the
Department of Commerce continues to provide information and

assistance to U.S. firms interested in doing business with
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China. A May seminar sponsored by the Department was attended
by over 400 business representatives, an indication of the
business community's sustained interest in trading with China.
As part of our commitment to expand the mutual understanding
which is necessary for trade development, we also provide
briefings for visiting Chinese delegations. Last year we
briefed 10 delegations, including deiééatiqns from the State
Economic Commission, the Ministry of Metallurgy, and the
Ministry of Poreign Trade Study Commission. To date in 1980 we
have briefed delegations from the People's Bank of China, tﬁe
Bank of China, and the China International Trust and Investment

Corporation.

We believe some of the measures taken by the Chinese during the
past 18 months also will serve to expand Sino-American
commercial ties. In July 1979, China promulgated a joint
venture law which encourages the formation of limited liability
companies in which the foreign partner contributes at least 25
percent of the capital., Chinese leaders have indicated that
100 percent foreign-owned companies are acceptable. The
Chinese are currently drafting joint venture tax laws and other
companion regulations which will govern the management of joint

venture enterprises in the PRC.
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An OPIC program for China, which is currently un&er
con;ressional review, would assist U.S. firms investing in
China by guaranteeing such investments. In the meantime, the
Chinese have begun providing political risk insurance for
forelgn firms operating in China.

In October 1979, the China International Trust and Investment
Corporation was established to introduce potential joint
venture partners to app;;prlate Chinese organizations., Since
then, several Chinese provinces and municipalities, such as
Guangdong and Shanghai, have set up similar Investment and

Trust Corporations.

These neasures are indicative of structural changes China has
been making in the conduct of its foreign trade as it attempts
to ease the difficulties which foreign firms have faced in

their commercial contacts with China.

China also has initiated efforts to participate in
international economic 1nst1tution;. In Mq¥_1980, the PRC
became a member of the International Monetary Fund (IMF), and
the World Bank (IBRD). Participation in these and other
international economic organizations will foster commercial

transactions with the U.S. and other Western nations.

68-772 0—80—86
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Qur twe_governments are contihuing to work together to resolve
some of the outstanding issués -of concern to us, Negotiations
continue on the Maritime, Aviation, and Textile Agreements.
While we are disappointed that we do not yet have a bilateral
textile agreement, our discussions with the Chinese have
narrowed our di!fetenee;. Until we do have such an agreement,
;c will do what is necessary to protect our industry, as we
have done in the past, by imposing quotas on certain textile
imports from China., We also are 8eeking, within the context of

: th; Prade-Agregment, tq -ifprove business conditions in both

" countries and expdnd government commercial support facilities.
In the neantime, our two countries maintain a continuing
dialoguo:on a broad range of political, economic, scientific
and cultural issues. We expect this dialogue to foster an

. environment in which opportunities for U.S5. firms will be

further enhanced.

-

CONCLUSION E ' .

Bxtension of the walver authority for Romania, Hungary, and

. China under Section 402 of the Trade Act of 1974 is in our
national interest. - It permits the continuation of MFN for
these countries and is an important element for our trade
agreements with them to remain in force. The waiver is also
needed to continue both Eximbank financing and CCC credit
prbgraus. Thus, extension of the waiver authority wiit

" accelerate the development of economic ana commercial relations.
uith Ronania, Hungary, and China, and will support the
expansion of economic cooperation between our countries on a

firm and enduring basis.



VOLUME AND COMPOSITION OF US~ROMANIAN TRADE

1

US_Exports

Manufactured Goods

Agricultural Commodities

Other (Primarily bituminous
coal and phosphates)

Total

US Imports

Manufactured Goods

Agricultural Commodities

Other (Primarily fuel oil
and petroleum naphthas)

Total

Trade Turnover

Trade Balance

1976
49.2

171.6

28.2

95.2
16.1
87.5

1976-1980
(Millions of Dollars)

1977
§1.
Yo

259.4

w
~

133.8
20.6
78.9

1978
118.9

148.5
50.5

317.4

212.9
31.4
102.3

6.6

664.0
-29.2

1979
100.3

336.5
63.7

230.3
34.0
65.0

829.8
+171.1

Jan.- May
1980

'+ 166.7

L
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LEADING U.S. EXPORTS TO ROMANIA
1976-1979

(Millions of Dollars)

1979 1976 1977 1978 1979 Jan-Mar -Jan~Mar
Rank 1979 1980
1. Corn 7.5 15.8 22.7 104.2 27.3 4.7
2. Soybeans 45.3 38.6 40.8 73.9 21.2 13.4
* 3. Cattlehides 26.5 26.7 52.2 59.7 10.8 9.6
4. Soybean oil,
*  cake and meal 17.7 9.4 8.6 57.0 4.4 18.0
5. Bituminous coal 10.7 53.6 32.4 29.1 10.8 22.2
6. Cotton 0 6.5 13.5 24.0 0 31.3
7. Phosphates 6.8 14.9 11.0 | 21.8 3.1 2.0
8. wWheat . 48.5 16.0 0.0 12.5 0 15.9
9. Office machinery
and computer parts 2.9 4.1 8.3 7.8 1.6 0.5
10. Transportation
construction Equip. Neglig. 0.4 0.1 7.1 0.3 4.1
11. Hydraulic cranes 0.2 2.2 1.1 6.9 0 1.6
12. chemical Woodpulp 9.4 11.2 5.3 6.7 2.4 2.0
13. Measurement instru- -
ments 6.7 6.8 5.9 5.8 2,0 2.0
14. Hydraulic & pneumatic
metalworking presses 0.2 0.0 0.1 5.2 0.1 0
15. Textile machinery
parts Neglig. Neglig. 0.1 3.7 0 0.7
‘ j
SUBTOTAL 182.5 206.2 202.1 425.4 84.0 167.0
TOTAL U.S. EXPORTS

. TO ROMANIA 249.0 259.4 317.4 500.5 104.8 183.4

)Source: U.S. Census Bureau

8L
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é LEADING U.S. YMPORTS FROM ROMANIA
} — . 1976-1979 —

{Millions of Dollars)

1979 1976 1977
Rank — e —
1. Leather footwear 17.8 . 20.4
2. Naphthas from petro-
leum 0.
3. Meat products, =
(prepared or pre-
served)
4. Fuel oils
5. Furniture
6. Misc. glassware
i 7. Ball bearings
8. Railway cars
9. Carpets
10. Tractors
11. Knit outerwear
12. Aluminum sheets
) and plates
13. Synthetic rubber
14. Railway car parts
15. Preserves

(-]
o
.

o

~ -

HOMO WNHFOOMMLVLW

(5,

NOKFKF dygbodbUIOWh
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NOLYW NONONBHWO

SUBTOTAL 131.3 125.2

TOTAL U.S. IMPORTS
FROM ROMANIA 198.8 233.3

Source: U.S5. Census Bureau

1978

35.2
44.8
21.5

48.9
11.3

[
WOW~N OoO®~Non®
L] . » L] . L]

217.8

346.6

OOoOwN - NOVWY

1979

40.9
35.7

18.9

Jan-Mar Jan=Mar
1979 1980
6.3 .7

10.0 0.0
4.0 3.6

0 0
2.7 3.4
1.7 3.1
2.3 3.1
1.2 5.3
0.3 3.8
1.4 3.0
1.3 6.5
1.7 . 1.0
2.6 | 1.8
1.9 0.7

0 0

37.4 39.0

68.2 62.3
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VOLUME AND COMPOSITION OF US-HUNGARIAN TRADE

US_Exports

Manufactured Goods
Agricultural Commodities
Other

Total

US 'Imports

Manufactured Goods
Agricultural Commodities
Other

Total

Trade Turnover

Trade Balance

1976
40.0
22.4

0.7

63.1

(Mill

!

1976-1980
{ons of Dollars)

|

1977

1978
44.2
52.7

0.8

97.7

|

|

1979
52.4
24.5

0.7

77.6

Jan.~- May
1980

36.7

45.5

82.2
-~ 8.8

¥y TT4VL



1979
Rank

1.
2.

3.
4.

15.

Soybean oil
cake & meal
Concentrated
superphosphate
Cattle hides
Tractor & motor
vehicle parts
Agricultural &
Jairy machinery
Measuring & con-
trolling instruments
Glass
Cotton
Tracklaying tractors
Insectides & fun-
ggciqes .
rticosteriods &
analgesic drugs
Construction, equip-
ment parts
Patent leather &
leather :
Seeds (grass, onion,
sugar beet & veg-
etable seeds)

Furskin (undressed)

SUBTOTAL

TOTAL U.S. EXPORTS
TO HUNGARY

LEADING U.S. EXPORTS TO HUNGARY

1976

14.5

o K~ OOKFrFO K U WwWWw
.
o U OOV O 0N U

(=]
.
N

[=]
.
o

Neglig.
0.3

43.0

63.1

Source: U.5. Census Bureau

1976-1979

(Million of Dollars)

1977 1978
12.2 32.4
8.5 5.8
4.3 4.2
6.0 5.5
11.1 12.9
2.3 2.7
1.5 2.3
0.0 Neglig.
0.0 0.6
0.9 0.5
‘.2 1.4
0.5 1.1
0.0 Neglig.
0.0 0.2
0.5 0.4
48.0 70.0
79.8 97.7

197¢

13.4

. e 0 0 0 . . o
O N NN & bW

M H O RMENW W & N

o o
. L[]
v v

0.9
0.6

52.5

77.6

Jan-Mar Jan-Mar
1979 1980
1.9 7.8
8.6 -
1.2 1.0
0.8 1.6
0.5 0.5
1.0 0.9
0.4 1.1
0.4 -
0.8 1.2
0.1 0.2
0.03 0.6
0.3 0.1
0.05 0.3

16.08 15.3

23.58 21.5

S T1EYL
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1.
2.

3‘

4.
5.

6
7.

Prepared meat
Tractor and motor
vehicle parts
Electric light bulbs
Leather footwear
Acyclic organic
compounds

~Cheese

Manual typewriters
Truck and bus tires
Paprika and pepper
Leather gloves
Opium alkaloids
Glassware

Men's and boys
suits (Not Knit)
Wine

Corn

SUBTOTAL

TOTAL U.S. IMPORTS
FROM HUNGARY

1976

[
o
.

[-,}

owon
. L]
o

oOoOrOO |
IR IR

ounE oukFUVFEFN

OO
P

35.6

49.0

Source: U.S. Census Bureau
i

LEADING U.S. IMPORTS:FROM HUNGARY, 1976-1979

(Millions of dollars)
1977 1978
20.0

N
~
N

(=X~ N -] OU)‘OP‘OOOI

oW NONWNNW

000 QOWONNMFOO oaunWu
NN OaNwouvuawvnn e

.
.

38.3 59.2

46.6 68.5

!

'™
]
~
\O

N

OMHK FrHKHENRMBBANN VIOW N

D)

N

e ¢ 8 8 s o e

NOKMF NMNNWOOFROEd GONN ®

90.2

112.2

1979 1980
Jan-Mar Jan-Max
5. 6.4

DO DK e v 0

00O OOOOCHOOH kA
.
NS NNHOVUBJIUVN OWa Wn

19.1

23.2

OO0 O0O0O0O0OO0OO NMH®
.
HNN NhwoearEFN o

9 FTAVL

23.4

30.1
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U.S. Exports

Manufactured Goods
Agricultural Com-
modities

Other

Total

U.S. Imports

Manufactured Goods
Agricultural Com-
modities

Other

Total

Trade Turnover

Tradé Balance

VOLUME AND COMPOSITION OF U.S.-PRC TRADE, 1976-1979

1976
122.2

0.1
13.
5.

L .

13

130.3

56.5
15.1

201.9

(Millions of U.S.

1977
86.9

63.9
20.5

171.3

123.2

|
67.8
11.7

202.7

1978
192.5

573.3
52.4

818.2

225.0

84.7
14.3

324.0

1.142.2
+494.2

ars

1979
653.0

990.2
73.3

1,716.5

361.9

88.0
142.4

592.3

2,308.8
+1,124.2

Jan.- May
1980

1,248.5

I3
<)
359.3 >

—mares

-3

+ 989.2



i LEADING U.S. EXPORTS TO PRC, 1976~1986

(Millions of U.S. Dollars)
1979 t ’ {

(8§ @1ava

Jan-Mar Jan-Mar
Rank i 1976 ¥77 1978 1979 79 1980
1. Cotton 0.0 17.5 157.3 357.0 68.2 275.3
2. Corn 0.0 0.0 111.7 268.5 109.7 73.4
3. Wheat 0.0 0.0 250.2 214.1 49.3 55.0
4. Iron or steel pipes, tubing, and =
fitting 10.9 0.4 0.6 150.4 6.1 3.9
5. Soybeans 0.0 i 14 .4 15.3 106.7 15.9 6l1.1
6. Parts for oil/gas drilling, ‘
mining, and construction equip. 1.1 1.4 33.0 58.9 15.9 b 11.9
7. Measuring and controlling -
instruments and parts 2.4 4.5 117 46.5 6.6 11.6
8. Soybean oil 0.0 28.3 26.1 35.9 12.2 23.9
9. 0il/gas, mining, and construction
equipment 1.3 0.0 0.5 32.9 2.5 8.9
10. Urea 0.0 8.1 15.3 27.2 8.7 1.9
11, Resins (synthetic) 0.3 0.4 5.6 22.6 3.5 4.8
12, Textured yarns of polyester fiber 0.0 regl., 1.3 22.4 .2 9.9
13. Special purpose motor vehicles
i {including truck mounted drilling
equipnment) 3.1 28.8 3.8 19.1 1.2 -5
14. Trucks, excluding truck tractors 1.9 0.0 5.9 -4
15. Rotary rock drill bits, core bits
and reamers o;o 0.9 13.5 2.4
Subtotal 21.0 104.7 651.7 1,3%0.% ~v--¢ 544.6

Total U.S. Exports to the PRC 135.4 171.3 818.2 1,716.5 393.35 773.91

Source: U.S. Census Bureau



1.
2.

3.
4.

6.
7.

10.
11.
12.
13.
14.
15.

LEADING U.S. IMPORTS FROM PRC, 1976-1980

1979
Rank

)

Crude petroleum )
Women's Girl's and infant's
wearing apparel (excluding
knits)

Cotton fabrics, unbleached
Men's and boys' cotton shirts
(excluding knits)

Men's and boys' cotton
trousers (excluding knits)
Gasoline

‘Basket work

Knitted wearing apparel
Pootwear

Carpets

Fireworks

Antiques

Ammonium Molybdate
Feathers and down
Bristles

SUBTOTAL
TOTAL U.S. IMPORTS FROM THE PRC

Source: U.S. Census Bureau

{(Millions of Dollars) _

1978
- L - - 71.8

.

1976 1977 1979

42.0
24.2

Od UVIH&BWSE N UV & VW

W N HWw VvONWbky W N N aN

w
[
~NO HOoOwULna O ~ o WwWw

OOV I WONWN VI s [ N -
w

25.6

22.4
21.6
20.0

[

18.4
17.8
17.2
15.6
13.5
13.1

9.6

9.6

. . . L 3
-

o 8 9 v

. » o .

el
NU I HFNOWWY VNIWw © O

[
o ~ Vbl VAW I+ w NW
f
N

342.4

0

100.3 156.4

20 202.7 324.0 592.3

Jan-Mar Jan-Mar
1979 1980
10.6 18.8
4.8 14.0
7.1 8.0
2.1 3.4
4.3 6.2
- 11.4
- 6.1
3.4 4.3
1.9 4.3
4.8 7.6
3.8 3.9 -
3.4 4.9 g
- 10.5
1.1 6.4 >
2.2 3.5 [r-
49.5 113.3
100.8 205.5
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Mr. Chairman:

It is a pleasure for mg to testify before this Subcommittee _
this morning in support of extension of the President's
waiver authority under Section 402 of the Trade Act of

1974. The Offi?e of the United States Trade Representative
supports the extension-of thig aut@prity, and in particular,
the extension of the waivers permitting most-favored-nation
treatment for Romania, Hungary, and the People's Republic of
China. We believe that the extension of the President's
general waiver authority and the'specific waivers for
Romania, Hungary, and China will allow the United States

to continue and expand the bilateral economic and political
relationships which have been established with these

countries.

At this point, let me state for the record that USTR fully
endorses the views on freedom of emigration with regard to
these three countries as expressed By my colleague from the

Department of State.

As the agency within the Executive Branch with principal
. responsibility for the coordination and implementation of
U.S. East-West trade policy, as well as for the conduct of

East-West trade negotiations, USTR strongly believes that



the continuance of the President's waiver authority under
Section 402 of the Trade Act is essential if the United
States is to continue té develop its bilateral economic
relations with Romania, Hungary, and the Pébple's Republic
of'china. The extension of most-favored-nation treatment
has been instrumental in the development of our bilateral
economic relations with these three countries. The trade
agreements concluded with these countries under Section 405
of the Trade Act have served as the cornerstones for what
have proven to be, and we hope will continue to be, expinded
mutually beneficial commercial gélationships. -
The.conclusion of these agreements haJ also proven to be

an integral step in the process of normalizing and improving
our relations with tﬁese countries. The development of our
bilateral trade relations with each of these three countries
has paralleled the development of stronger political ties,
and in addition to the tangible commercial benefits, has .

helped cément improved political relations.

The continued extension of most-favored-nation treatment to
all three countries will provide a sound basis for further

. progress in the development of oux bilateral trade relations,_
as.well as our overall relations. Were this basis to be

removed, our relations with these countries would quickly sour.



The improvement in our trade relations with each of these
countries following the granting of most-favored-nation
treatment demonstrates the importance of continuing most- -

favored-nation treatment for thesé countries.

Romania was the first.country to {gceive most-favored-nation
treatment under Title IV of the Trade Act of 1974. Since

the granting of MFN in 1975, U.S.-Romanian trade relations
have improved significantly. Total two-way trade has
increased substantially, from about $450 million in 1976

to a record high of $830 million‘in 1979. Romania has

become eligible for Export-Import Bank lending programs,

as well as Commodity Credit Corporation (CCC) credits,

within the framework of the recently concluded Tokyo Round

of Multilateral Trade Negotiations (MTN), the United States
and Romania reached agreement on tariff concessions to be
offered by the United States in return for messures undertaken
by Romania to facilitate the conduct of business. The U.S.-
Romanian Joint Economic Commission has met annually to review
the d;Qelopment of our bilateral economic and commercial

rélations-and to discuss and resolve trade problems.

U.S.-Hungarian trade relations have also improved considerably
since the extension of most-favored-nation treatment in

July 1978. Two-way trade increased sjgnificantly in 1979,



rising to $189 million from $166 million the previous year.

In the past year the United States has taken a number of

steps to expand U.S. trade with Hungary. The Export-Import
Bank has been authorized to loan to Hungary and a credit

line has been established. Commodity Credit Corporation (CCC)
credits have also been made available to Hungary. The United
States and Hungary actively negotiated wfthin the framework

of the Tokyo Round, Aﬂd conclﬁded ; bilateral agreement on
tariff matters designed to reduce existing tariff barriers
between the two countries. The Agreement, providing for duty
reductions on an estimated $26 million in two-way trade based -
on 1976 trade-terms, entered into force on Jaunary 1, 1980,
The.United States and Hungary have established a Joint
Economic and Commercial Committee and have used it successfully
to review bilateral economic and commercial relations and to

discuss and resolve trade problems.

In the five months since most-favored-nation treatment was
granted to the People's Republic of China, U.S.~China trade
relations also have improved sigpgificantly. 1In that short
period of time, U.S.-China trade has increased considerably,
growing to roughly $1 billion over the first four months of
1980, or almost twice the amount of the same period a year
ago. ~ Since February, progress has béen made toward resolving
some of the outstanding issues of importance to the development

of our trade relations.



One issue of particular concern to this Office is U.S.-

China textile trade. 1In May the United States held

another round of formal negotiations on a bilateral textile
agreement with China, as called for in the Administration's
.textile program. While the negotiations were suﬁpended
without agreement, the outstanding issues were considerably
narrowed. Since that.time additional progress has been made
and we expect to resolve the remaining differences in the
very near future. 1In the meantime, the Administration will
continue to take necessary action to protect the interests

of th; domestic textile industry.

The ‘continued extension of most-favored-nation treatment to
these three countries is important for another reason. The
developnént of our bilateral trade relations with each of
these three countries has provided an opportunity to encourage
the further integraéion of these countries into the inter-
national trading system. In doing so, these countries have
begun to accept to a greater extentminternationally accepted
rules and obiigations governing the conduct of international
trade. A case in point is the participation of Hungary and
Romania in the Tokyo Round of Multilateral Trade Negotiations.
- Since the conclusion of the MTN, both Hungary and R;hania have
.fdrmally adhered to a number of the nontariff measure codes
and international arrangements negotiated in the MTN. Thus,

in addition to the commercial benefits involved in expanding
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bilateral trade relations with these countries, there are
also important benefits to be derived from encouraging their
increased participation in, and reliance upon, the inter-

national trading system,

Conclusion

In conclusion, I should emphasize that in each case, <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>