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FOREWORD

The 2004 National Trade Estimate Report on Foreign Trade Barriers (NTE) is the nineteenth in an annual
series that surveys significant foreign barriersto U.S. exports.

In accordance with section 181 of the Trade Act of 1974 (the 1974 Trade Act), as amended by section 303
of the Trade and Tariff Act of 1984 (the 1984 Trade Act), section 1304 of the Omnibus Trade and
Competitiveness Act of 1988 (the 1988 Trade Act), section 311 of the Uruguay Round Trade Agreements
Act (1994 Trade Act), and section 1202 of the Internet Tax Freedom Act, the Office of the U.S. Trade
Representative is required to submit to the President, the Senate Finance Committee, and appropriate
committeesin the House of Representatives, an annual report on significant foreign trade barriers.

The statute requires an inventory of the most important foreign barriers affecting U.S. exports of goods
and services, foreign direct investment by U.S. persons, and protection of intellectual property rights.
Such an inventory facilitates negotiations aimed at reducing or eliminating these barriers. The report also
provides avaluable tool in enforcing U.S. trade laws, with the goal of expanding global trade, which
benefits al nations, and U.S. producers and consumers in particular.

The report provides, where feasible, quantitative estimates of the impact of these foreign practices on the
value of U.S. exports. Information is also included on some of the actions taken to eliminate foreign trade
barriers. Opening markets for American goods and services either through negotiating trade agreements
or through results-oriented enforcement actionsis this Administration’ stop trade priority. Thisreport is
an important tool for identifying such trade barriers.

SCOPE AND COVERAGE

Thisreport is based upon information compiled within USTR, the U.S. Departments of Commerce and
Agriculture, and other U.S. Government agencies, and supplemented with information provided in
response to anotice in the Federal Register, and by members of the private sector trade advisory
committees and U.S. Embassies abroad.

Trade barriers elude fixed definitions, but may be broadly defined as government laws, regulations,
policies, or practices that either protect domestic products from foreign competition or artificially
stimulate exports of particular domestic products. Thisreport classifies foreign trade barriersinto ten
different categories. These categories cover government-imposed measures and policies that restrict,
prevent, or impede the international exchange of goods and services. They include:

Import policies (e.g., tariffs and other import charges, quantitative restrictions, import licensing,
customs barriers);

Standards, testing, labeling and certification (including unnecessarily restrictive application of
sanitary and phytosanitary standards and environmental measures, and refusal to accept U.S.
manufacturers self-certification of conformance to foreign product standards);

Government procurement (e.g., buy national policies and closed bidding);

Export subsidies (e.g., export financing on preferential terms and agricultural export subsidies
that displace U.S. exportsin third country markets);
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Lack of intellectual property protection (e.g., inadequate patent, copyright, and trademark
regimes);

Services barriers (e.g., limits on the range of financial services offered by foreign financial
ingtitutions,' regulation of international data flows, and restrictions on the use of foreign data
processing);

Investment barriers (e.g., limitations on foreign equity participation and on access to foreign
government-funded research and development (R& D) programs, local content and export
performance requirements, and restrictions on transferring earnings and capital);

Anticompetitive practices with trade effects tolerated by foreign governments (including
anticompetitive activities of both state-owned and private firms that apply to services or to goods
and that restrict the sale of U.S. products to any firm, not just to foreign firms that perpetuate the
practices);

Trade restrictions affecting electronic commerce (e.g., tariff and nontariff measures, burdensome
and discriminatory regulations and standards, and discriminatory taxation); and

Other barriers (barriers that encompass more than one category, e.g., bribery and corruption,? or
that affect a single sector).

The NTE covers significant barriers, whether they are consistent or inconsistent with international trading
rules. Many barriersto U.S. exports are consistent with existing international trade agreements. Tariffs,
for example, are an accepted method of protection under the General Agreement on Tariffsand Trade
(GATT). Even avery high tariff does not violate international rules unless a country has made a bound
commitment not to exceed a specified rate. On the other hand, where measures are not consistent with
international rules, they are actionable under U.S. trade law and through the World Trade Organization
(WTO).

This report discusses the largest export markets for the United States, including: 53 nations, the European
Union, Taiwan, Hong Kong, and two regional bodies. Some countries were excluded from this report due
primarily to the relatively small size of their markets or the absence of major trade complaints from
representatives of U.S. goods and services sectors. However, the omission of particular countries and
barriers does not imply that they are not of concern to the United States. In addition, certain issues may
fall outside the scope for this particular edition in the series, which primarily focuses on 2003. For
example, trade restrictions on beef and poultry resulting from one case of bovine spongiform

encephal opathy in an imported cow and limited outbreaks of avian influenza occurred at the end of 2003
and the beginning of 2004. These are top priorities, and the U.S. Government is intensively focused on
working with its trading partners to resume U.S. exports as quickly as possible. Key export markets
affected by these restrictions include Japan, Korea and Mexico.

In prior reports, most non-market economies also were excluded, since the trade barriersin those
countries were qualitatively different from those found in other economies. However, as the economies of
the republics of the former Soviet Union and most economies of the countries of Central Europe evolve
away from central planning toward a market orientation, some of them have changed sufficiently to
warrant an examination of their trade regimes. Where such examination has revealed trade barriers, those
barriers have been included in this report. Based on an assessment of the evolving nature of U.S. trade
and investment relationships in the various regions of the world, thisyear’ s report adds four countries
(Angola, Balivia, Cote d Ivoire, Morocco, and Sri Lanka) while Ethiopia, Tanzania, and Zimbabwe do
not appear in this year’s report.
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The merchandise trade data contained in the NTE report are based on total U.S. exports, free alongside
(f.as.)® value, and general U.S. imports, customs value, as reported by the Bureau of the Census,
Department of Commerce. (NOTE: These data are ranked according to size of export market in the
Appendix). The services data are from the October 2003 issue of the Survey of Current Business
(collected from the Bureau of Economic Analysis, Department of Commerce). The direct investment data
are from the September 2003 issue of the Survey of Current Business (collected from the Bureau of
Economic Analysis, Department of Commerce).

TRADE IMPACT ESTIMATES AND FOREIGN BARRIERS

Wherever possible, this report presents estimates of the impact on U.S. exports of specific foreign trade
barriers or other trade distorting practices. However, it must be understood that these estimates are only
approximations. Also, where consultations related to specific foreign practices were proceeding at the
time this report was published, estimates were excluded, in order to avoid prejudice to those
consultations.

The estimates included in this report constitute an attempt to assess quantitatively the potential effect of
removing certain foreign trade barriers on particular U.S. exports. However, the estimates cannot be used
to determine the total effect upon U.S. exports to either the country in which abarrier has been identified
or to theworld in genera. In other words, the estimates contained in this report cannot be aggregated in
order to derive atotal estimate of gain in U.S. exportsto agiven country or the world.

Trade barriers or other trade distorting practices affect U.S. exports to another country because these
measures effectively impose costs on such exports that are not imposed on goods produced domestically
in the importing country. In theory, estimating the impact of aforeign trade measure upon U.S. exports of
goods requires knowledge of the (extra) cost the measure imposes upon them, as well as knowledge of
market conditionsin the United States, in the country imposing the measure, and in third countries. In
practice, such information often is not available.

Where sufficient data exist, an approximate impact of tariffs upon U.S. exports can be derived by
obtaining estimates of supply and demand price elagticities in the importing country and in the United
States. Typicaly, the U.S. share of imports is assumed to be constant. When no calcul ated price
elagticities are availabl e, reasonable postulated values are used. The resulting estimate of lost U.S. exports
is approximate, depends upon the assumed elasticities, and does not necessarily reflect changesin trade
patterns with third countries. Similar procedures are followed to estimate the impact upon our exports of
subsidies that displace U.S. exportsin third country markets.

Thetask of estimating the impact of nontariff measures on U.S. exportsis far more difficult, since thereis
no readily available estimate of the additional cost these restrictions impose upon imports. Quantitative
restrictions or import licenses limit (or discourage) imports and thus raise domestic prices, much asa
tariff does. However, without detailed information on price differences between countries and on relevant
supply and demand conditions, it is difficult to derive the estimated effects of these measures upon U.S.
exports. Similarly, it is difficult to quantify the impact upon U.S. exports (or commerce) of other foreign
practices such as government procurement policies, nontransparent standards, or inadequate intellectual
property rights protection.

In some cases, particular U.S. exports are restricted by both foreign tariff and nontariff barriers. For the
reasons stated above, it may be difficult to estimate the impact of such nontariff barriers on U.S. exports.
When the value of actual U.S. exportsis reduced to an unknown extent by one or more than one nontariff
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measure, it then becomes derivatively difficult to estimate the effect of even the overlapping tariff barriers
on U.S. exports.

The same limitations that affect the ability to estimate the impact of foreign barriers upon U.S. goods
exports apply to U.S. services exports. Furthermore, the trade data on services exports are extremely
limited and of questionable reliability. For these reasons, estimates of the impact of foreign barriers on
trade in services also are difficult to compute.

With respect to investment barriers, there are no accepted techniques for estimating the impact of such
barriers on U.S. investment flows. For this reason, no such estimates are given in thisreport. The NTE
includes generic government regulations and practices which are not product-specific. These are among
the most difficult types of foreign practices for which to estimate trade effects.

In the context of trade actions brought under U.S. law, estimations of the impact of foreign practices on
U.S. commerce are substantially more feasible. Trade actions under U.S. law are generally
product-specific and therefore more tractable for estimating trade effects. In addition, the process used
when a specific trade action is brought will frequently make available non-U.S. Government data (U.S.
company or foreign sources) otherwise not available in the preparation of a broad survey such as this
report.

In some cases, industry valuations estimating the financial effects of barriers are contained in the report.
The methods computing these val uations are sometimes uncertain. Hence, their inclusioninthe NTE
report should not be construed as a U.S. Government endorsement of the estimates they reflect.

March 31, 2004
Endnotes

1. The current NTE report covers only those financial services-related market access issues brought to the
attention of USTR by outside sources. For the reader interested in a more comprehensive discussion of
financial services barriers, the Treasury Department publishes quadrennially the National Treatment
Study. Prepared in collaboration with the Secretary of State, the Office of the Comptroller of the
Currency, the Federal Reserve Board, the Federal Deposit Insurance Corporation, the Securities and
Exchange Commission, and the Department of Commerce, the Study analyzesin detail treatment of U.S.
commercia banks and securities firmsin foreign markets. It isintended as an authoritative reference for
assessing financial services regimes abroad.

2. Corruption takes many forms, and can affect trade in many different ways. In many countries, it affects
customs practices and decisions on the award of government procurement contracts. If left unchecked,
bribery and corruption can negate market access gained through trade negotiations, undermine the
foundations of the international trading system, and frustrate broader reforms and economic stabilization
programs.

Information on specific problems associated with bribery and corruption is difficult to obtain, particularly
since perpetrators go to great lengths to conceal their activities. Nevertheless, a consistent complaint
from U.S. firmsisthat they have experienced situations that suggest corruption has played arolein the
award of foreign contracts. Thisis particularly true in large infrastructure projects. Since the United
States enacted the Foreign Corrupt Practices Act (FCPA) in 1977, U.S. companies have been prohibited
from bribing foreign public officials.
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The United States Government has been well aware of the discrepancy between U.S. law and that of its
competitors, and has taken aleading role in addressing bribery and corruption in international business
transactions with its trading partners at the Organization for Economic Cooperation and Devel opment
(OECD). With the strong urging of the United States, at the 1996 OECD Ministerial meeting, Ministers
committed to take steps to eliminate the tax deductibility in their countries of bribesto foreign public
officials, to criminalize bribery, and to examine methods to accomplish those objectives. In November
1997, negotiators from thirty-four countries (the twenty-nine OECD member states and five other nations
(Argentina, Brazil, Bulgaria, Chile and the Slovak Republic)) adopted the Convention on Combating
Bribery of Foreign Public Officialsin International Business Transactions which criminalized bribery. In
2001, Slovenia, another non-member, became the thirty-fifth signatory. The Convention was signed by
representatives of thirty-three participating countries on December 17, 1997 in Paris. The Convention
entered into force on February 15, 1999, for twelve of the 34 signatories that had deposited instruments of
ratification with the OECD. All thirty-five signatory countries have deposited instruments of ratification
with the OECD and thirty-four signatories have adopted legid ation implementing the Convention.

In March 1996, countries in the Western Hemisphere concluded negotiation of the Inter-American
Convention Against Corruption. This Convention, adirect result of the Summit of the Americas Plan of
Action, requires that parties criminalize bribery throughout the region, and describes criminalization using
language modeled on the FCPA. The Convention entered into force in March 1997. The United States
signed the Convention on June 2, 1996, deposited its instrument of ratification with the OAS on
September 29, 2000, and is now a Party to the Convention. Of its twenty-six signatories, the United States
was the twentieth to deposit itsinstrument of ratification. Meanwhile, the Organization of American
States isworking on a set of model laws that ratifying countries can use to implement the Convention. In
addition, the OAS Working Group on Probity and Public Ethicsis considering mechanisms to monitor
implementation of the Convention.

The United Statesis an active participant in the Southeastern Europe Stability Pact. Countriesin the
region have agreed to a Compact and Plan of Action in which they commit themselves to take specific
anti-corruption actions, including improving transparency in government procurement.

The United States continues to advance an agenda that includes work in related areas that will serveto
diminish opportunities for bribery and corruption to flourish. Because corruption in trade transactions
often has its genesisin the absence of arules-based environment when goods cross borders, the United
States has been aleader in pressing for concrete commitments on customs operationsin recent FTA
negotiations and in advancing work in the WTO toward undertaking negotiations in the area of Trade
Facilitation. Similarly, recently-concluded FTAs have a so included elements that operate to bring a
strong measure of transparency to the government procurement regimes of our FTA partners.

3. Freeaongside (f.a.s.): Under thisterm, the seller quotes a price, including delivery of the goods
alongside and within the reach of the loading tackle (hoist) of the vessel bound overseas.
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ANGOLA

TRADE SUMMARY

The U.S. trade deficit with Angolawas $3.8 billion in 2003, an increase of $1.0 billion from $2.7 billion
in 2002. U.S. goods exportsin 2003 were $492 million, up 32 percent from the previous year.
Corresponding U.S. imports from Angola were $4.3 billion, up 37 percent from 2002. Angolaisthe 67"
largest export market for U.S. goods. The flow of U.S. foreign direct investment (FDI) in Angolain 2002
was $822 million, up from $401 millionin 2001. U.S. FDI in Angolais primarily concentrated in the
petroleum sector.

IMPORT POLICIES
Tariff and Non-Tariff Barriers

Angolaisamember of the WTO and the Southern African Development Community (SADC). In March
2003, Angola agreed to adhere to the SADC Free Trade protocol that seeks to facilitate trade by
harmonizing and reducing tariffs and by establishing regional policies on trade, customs, and
methodology. The government is reviewing the need for tariff and non-tariff barrier reduction; however,
it citesalack of resources and personnel asimpedimentsto this effort. Due to the government’swish to
re-launch and protect its nascent industrial sector, there is political pressure to maintain tariffs.

Angolacurrently uses the Harmonized System Customs Code. Tariffsfall into one of six categories
ranging from 2 percent to 35 percent depending on the good, with most products charged a 10 percent
tariff. Additional feesinclude clearing costs (2 percent), VAT (2 percent to 30 percent depending on the
good), revenue stamp (0.5 percent), port charges ($500/20 foot container or $850/40 foot container), and
port storage fees (free for first 15 days but rarely do goods clear port within the grace period).

Import Licensing

The importation of goods into Angola requires an import license issued by the Ministry of Trade. This
licenseis renewable every year and covers any item the importer may choose to import.

CustomsBarriers

Customs regulations are opaque and often confusing after decades of incremental changes and
uncoordinated updates. A new customs law is being drafted, but there is no date scheduled for its
implementation, nor is public information about it available.

Required customs paperwork includes the “ Documento Unico” (single document), proof of ownership of
the good, bill of lading, commercial invoice, packaging list, and specific shipment documents verifying
the right to import/export the product. The *“Documento Unico,” introduced by Crown Agentsin 2002,
has reduced the number of forms that Angolan customs requires and has decreased the amount of time
paperwork spends clearing customs from an average of 25 daysto 5 days. However, assistance provided
by customs facilitators or “ despachantes’ can vary greatly and have a substantial impact on the time it
takes for goodsto clear customs. Angola has not yet notified its implementing legislation in the WTO
Committee on Customs Va uation.

Pre-shipment inspection (PSI) by BIVAC International isrequired for import of goods valued at more
than $5,000. Imports without proper PSI documentation may be charged up to 100 percent of the value of
the goods. However, art/antiques, precious metal §/stones, cinematographic films, newspapers and
periodic publications, and other items defined by law are generally exempted from PSI review. U.S.
exporters have complained of over-valuation of goods. In September 2003, Angola announced that it

FOREIGN TRADE BARRIERS 1



ANGOLA

would be abandoning this system in favor of local classification and valuation. No date has been given
for implementation of this new process.

Certain goods require specific authorization from various government ministries, which can delay the
customs process. Goods that require ministerial authorization include: pharmaceutical substances and
saccharine and derived products (Ministry of Health); radio, transmitters, receivers, and other devices
(Ministry of Post and Telecommunications); weapons, ammunitions, fireworks, and explosives (Ministry
of Interior); plants, roots, bulbs, germs, buds, fruits, seeds, and crates/other packages containing these
products (Ministry of Agriculture); fiscal or postal stamps; poisonous and toxic substances and drugs
(Ministries of Agriculture, Industry, and Health); and samples or other goods imported to be given away
(Customs).

Companies operating in the oil and mining industries are exempt from duty payments, with aletter from
the Minister of Petroleum or Mines, when importing equipment to be used exclusively for oil and mine
exploration.

STANDARDS, TESTING, LABELING, AND CERTIFICATION

Angoladoes not enforce any labeling law at thistime. In early 2003, alaw was proposed to require
labeling in Portuguese but the law has not been enacted. At thistime, it is only recommended, not
required, that Portuguese be included on the labeling. In practice, imports are admitted into the country
with little reference to health, testing, or weight standards.

GOVERNMENT PROCUREMENT

Angolaisnot asignatory to the WTO Agreement on Government Procurement. The Government of
Angolasolicits bids for supplies and servicesin local and international publications 15 to 90 days before
the bids are due. Bid documents are normally obtained from a specific government ministry, department,
or agency for anon-refundable fee. Completed bids, accompanied by a specified security deposit, are
usually submitted directly to the ministry in question. The bidding process often does not meet
international standards of objectivity and transparency. In addition, information about government
projects and tenders is not often readily available from the appropriate authorities, and the interested
parties must spend considerable time on research.

Some U.S. firms that have won bids to sell goods or servicesto the government or parastatal companies
have experienced delays ranging from monthsto years in receiving payment or have received reduced
payments.

INTELLECTUAL PROPERTY RIGHTS (IPR) PROTECTION

Although Angola has basic intellectual property rights protection and is working to strengthen existing
legislation and enforcement, current protection isweak due to lack of capacity. Intellectual property
rights are regulated by the Ministry of Industry (trademarks, patents, and designs) and by the Ministry of
Culture (authorship, literary, and artistic rights). Intellectual property is protected by Law 3/92 for
industrial property and Law 4/90 for the attribution and protection of copyrights.

Angolaisamember of the World Intellectual Property Organization and uses its international
classification system to identify and codify requests for patents and for the registration of trademarks.
Each petition for a patent that is accepted is subject to afee that varies by type of patent requested.
Angolarecently adopted the Paris Convention for the Protection of Industrial Property. No suits
involving U.S. intellectual property are known to have been filed in Angola.
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ANGOLA

SERVICESBARRIERS

Foreign participation in the services sector is generally not restricted. The banking sector comprises the
bulk of the services sector and has grown substantially over the past two years, with Portuguese banks
leading the expansion. However, the financia sector remains weak due to unclear regulations, years of
non-transparent spending, alarge number of non-performing loans, and the inability to collect short and
medium-term debt. Limited transparency in the financial sector impedes the performance of due
diligence to comply with U.S. financial laws and poses a significant challenge for U.S. financial
ingtitutions doing businessin Angola.

Foreign investors can set up fully-owned subsidiaries in many sectors, and frequently are strongly
encouraged, though not formally required, to take on local partners. Decrees 5/95 and 6/01 limit
expatriate staffing of local companies set up in Angola by national or foreign investors to no more than 30
percent of the workforce.

INVESTMENT BARRIERS

Angolais officially open to foreign investment; however, itsregulatory and legal infrastructureis
inadequate to facilitate direct investment and to provide protection. Although it recently created a new
agency, the National Private Investment Agency (ANIP), to assist investors and to facilitate new
investment, it does not yet have the resources to fulfill its mandate and suffers from alack of trained staff.
The Angolan government recently replaced the 1994 Foreign Investment Law with the Law on Private
Investment (Law 11/03). Law 11/03 lays out the general parameters, benefits, and obligations for foreign
investment in Angola, and recognizes that investment plays avital role in the country’ s economic
development. Nevertheless, the new investment law is vague on profit repatriation and does not provide
strong legal safeguards to protect foreign investors. The law aso does not allow for international
arbitration and requires that any investment dispute be handled in Angolan courts. It isnot certain when
the government will produce implementing regulations that may clarify the provisions of profit
repatriation or provide investors with a more defined set of investment terms.

The old Foreign Investment Law expressly prohibited foreign investment in the areas of defense, internal
public order, and state security; banking activities with respect to the function of the Central Bank and the
Mint; administration of ports and airports; and other areas considered by law to be the State’' s exclusive
responsibility. Although Law 11/03 does not explicitly restate these prohibitions, these areas are assumed
to be off-limitsto investors. Investments will benefit from a more standardized set of incentives approved
under the Law on Tax and Customs Incentives for Private Investment approved by the National Assembly
in July 2003. However, it isnot yet clear whether these incentives will be applied automatically or if they
will be negotiated between ANIP and the investors.

Although the new investment law is part of an overall effort by the Angolan government to create a more
investor-friendly environment, the process by which this and similar laws are devel oped is often shrouded
in secrecy and generally not open to public review until already enacted into law. Many laws governing
the economy have vague provisions that permit wide interpretation and application by the government
across sectors. Investmentsin the petroleum, diamond, and financial sectors, however, continue to be
governed by specific legislation.

In addition, obtaining the proper permits and business license to operate in Angolais time-consuming and
addsto the cost of investing. A World Bank study published in October 2003 identified Angola as one of
the five most time-consuming countries in the world to establish a business, taking 146 days compared to
aregional average of 71 days. In August 2003, the government established a one-stop shop, or “ Guiche
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Unico”, to decrease the bureaucracy and time it takes to register acompany. Asof the end of 2003, the
“Guiche Unico” was not yet fully functioning due to alack of funding and qualified staff.

ELECTRONIC COMMERCE

Due to the 27-year civil war, Angola has been late to join the computer and Internet development process,
leaving access to computers and the Internet very low. Accessto computers and the Internet in
workplacesis gtill ararity. Only asmall number of Internet cafes exist in Luanda and afew major
provincial cities, but new Internet outlets are opening on a gradually increasing basis. Five Angolan
companies currently provide dial-up Internet service and several Angolan companies are now licensed to
sell computers.

OTHER BARRIERS
Corruption

Petty corruption is a prevalent problem due to extremely low civil service salaries, dependence on a
centralized bureaucracy and antiquated regulations dating back to the Portuguese colonial era. Procedures
to register acompany are complicated and, if rules are followed to the letter and no gratuities or
facilitation fees paid, can take two years. Thislong time frame sometimes | eads investors seeking quicker
service and approval to pay gratuities and other processing fees. Angola’s public and private companies
have not traditionally used transparent accounting systems consistent with international norms. Few
companies in Angola employ international audit standards. Effective in 2002, the government is
requiring “large” companies to undergo audits, though it lacks the capacity to enforce this new legal
reguirement.

Investors have at times experienced harassment, political interference in their business dealings, and
pressure to sell their investments. In some cases, these practices have involved individual s with powerful
positions within the government who exert pressure directly or through the established bureaucracy,
which is often a passive conduit. Asaresult, some investors have experienced significant delaysin
payments from government contracts and delays in obtaining the proper permits or approval of projects.

Recovering from War

Angola s destroyed or badly damaged infrastructure from its 27-year civil war substantially increases the
cost of doing business. The country isonly now starting to rebuild its communications, energy,
transportation, and road infrastructure. Domestic and international communications, while improving, are
difficult and costly. There are frequent interruptions in the power and water supplies. Asaresult,
investors face additional costs to support their businesses, such as paying for security, back-up eectricity
generators, and water tanks.
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THE ARAB LEAGUE

TRADE SUMMARY

The Arab League boycott of the state of Israel is an impediment to U.S. trade and investment in the
Middle East and North Africa. Arab League membersinclude the Palestinian Authority and the following
states: Algeria, Comoros, Djibouti, Egypt, Irag, Jordan, Lebanon, Libya, Mauritania, Morocco, Somalia,
Sudan, Syria, Tunisia, Y emen, and the Gulf Cooperation Council (GCC) countries (Bahrain, Kuwait,
Oman, Qatar, Saudi Arabia, and the United Arab Emirates). The United States continues to oppose the
boycott. Embassies and visiting officials rai se the boycott with country officials, noting the persistence of
prohibited boycott requests and the impact on both U.S. firms and on the countries’ ability to expand
trade and investment.

The primary aspect of the boycott prohibits the importation of Isragli-origin goods and services into
boycotting countries. The secondary and tertiary aspects of the boycott discriminate against U.S. and
other foreign firms that do business with both Isragl and boycotting countries and directly affect U.S.
exportsto theregion. The secondary boycott prohibits any entity in Arab League members from
engaging in business with U.S. or other foreign firms that contribute to Israel’ s military or economic
development. The tertiary boycott prohibits business dealings with U.S. and other firms that do business
with blacklisted companies. Such firms are placed on a blacklist maintained by the Damascus-based
Central Boycott Office (CBO), a specialized bureau of the Arab League.

While the legal structure of the boycott in the Arab L eague remains unchanged, its enforcement varies
widely from country to country. Some member governments of the Arab League have consistently
maintained that only the Arab League as a whole can revoke the boycott. Other member governments
support national discretion on adherence to the boycott, and a number of states have taken stepsto
dismantle their adherence to some aspects of it. In September 1994, the GCC announced that it would
end its adherence to the secondary and tertiary aspects of the Arab L eague boycott of Israel, eliminating a
significant trade barrier to U.S. firms. In March 1996, the GCC reiterated its commitment to end the
secondary and tertiary boycott, and recognized the total dismantling of the Arab boycott of Israel asa
necessary step in advancing the peace process and promoting regional cooperation in the Middle East and
North Africa. Although all GCC states are complying with these stated plans, some commercial
documentation continues to contain boycott language, requiring U.S. companies to notify the U.S.
Department of Commerce' s Office of Antiboycott Compliance when they receive such documentation.

Outdated tender documentsin Bahrain occasionally refer to the secondary and tertiary aspects of the Arab
League Boycott, but such instances are usually quickly remedied by U.S. firms. Israeli products are
reported to occasionally be found in the Bahraini market. Kuwait no longer applies a secondary boycott
of firms doing business with Isragl and has taken steps to eliminate all direct references to the boycott of
Israel inits commercial documents. Kuwait still applies a primary boycott of goods and services
produced in Isragl.

In January 1996, Oman and Israel signed an agreement to open trade missions in each country. However,
in October 2000, following the outbreak of the second Intifada, Oman and Israel suspended trade
missionsin their respective countries. Omani customs formerly processed Isragli-origin shipments
entering with Isragli customs documentation. However, Omani firms have recently reportedly avoided
marketing any identifiably Isragli consumer products. Israeli immigration stampsin third country
passports are not an issue. Telecommunications links and mail flow normally between the two countries.
In April 1996, Qatar and Israel agreed to exchange trade representation offices. The Israeli trade office
opened in May 1996 and remains open. Qatar does not practice the Arab Boycott, but some government
documents still include outdated boycott language.
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Saudi Arabia enforces only the primary level of the Arab League boycott on Isragli products. If aforeign
company isfound to have imported an | sraeli-made product, or a product with some Israeli content, the
Saudis will ban that company from exporting to the Kingdom. Usual practice has been that the Saudi
government will remove its ban after the company agreesto stop shipping Israeli products. In 2003,
according to press reports, Saudi Arabia banned three American companies for violating the primary
boycatt.

Recent data indicate that the number of prohibited boycott requests in the UAE continuesto decline. Itis
believed that these cases stem from bureaucratic and administrative inefficiencies rather than from a
desire to circumvent UAE government/GCC policy to cease secondary/tertiary boycott application. The
United States continues to work closely with the UAE government to eliminate prohibited boycott
requests.
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ARGENTINA

TRADE SUMMARY

The U.S. trade deficit with Argentinawas $734 million in 2003, a decrease of $868 million from $1.6
billion in 2002. U.S. goods exportsin 2003 were $2.4 billion, up 546 percent from the previous year.
Corresponding U.S. imports from Argentina were $3.2 billion, down 0.6 percent. Argentinais currently
the 39" |largest export market for U.S. goods.

U.S. exports of private commercial services (i.e., excluding military and government) to Argentina were
$1.7 billion in 2002 (latest data available) and U.S. imports were $593 million. The stock of U.S. foreign
direct investment (FDI) in Argentinain 2002 was $11.3 billion, down from $15.8 billionin 2001. U.S.
FDI in Argentinais concentrated largely in the manufacturing, finance, and utilities sectors.

IMPORT POLICIES

Argentina made significant progress in reducing tariffs and non-tariff barriers during the 1990's. Starting

in late 2000 the government implemented and overturned trade policies frequently enough to foster
uncertainty and confusion in the exporting and importing community. In January 2002, then-President
Eduardo Duhalde abandoned Argentina's quasi-currency board system, known as "convertibility," which
had pegged the peso to the dollar at a one-to-one rate since 1991 and replaced it with a market-based
(floating) exchange rate system. Thisresulted in a 70 percent devaluation of the peso. The collapse of
the decade-long convertibility regime triggered a 56 percent drop in imports and a 3 percent declinein
exports due to uncertainty and lack of financing. The peso has appreciated 22 percent in 2003.

The government implemented an increasing variety of capital and exchange controls throughout 2002.
These measures inhibited access to foreign exchange to pay for imports. As of September 2002, the
government retained strict controls on the release of foreign exchange to pay for imports of 2,700
products. During 2003, most of the exchange market controls for imports were relaxed or abolished.
Imports can now be paid in advance regardless of the type of good involved. However, importers must
show that imported products entered Argentina within 180 days of payment, though there is an exception
for capital goods worth more than $50,000 for which the time frame increases to 270 days. There are no
restrictions on payments for services imports (such as freight, insurance, technical assessment,
professional fees, etc.). Purchases of foreign currency to settle debt services owed to foreign creditors are
permitted within 15 days of each scheduled payment.

Imports of used clothing are prohibited except for donations to government or religious organizations. A
tariff of 21.5 percent isimposed on textile and apparel products entering the Argentine