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	Chapter 10 : Deregulation/ Regulatory Review

	Objective

APEC economies will facilitate free and open trade and investment in the Asia-Pacific Region by, inter alia:

a. enhancing the transparency of regulatory regimes (including through the use of new technologies); 

b. eliminating domestic regulations that may distort or restrict trade, investment or competition and are not necessary to achieve a legitimate objective; and
c. speeding up reforms which encourage efficient and well functioning product, labour and capital markets and supportive of institutional frameworks. 



	Guidelines

Each APEC economy will:

a. explore economy wide processes for the transparent and accountable identification and review of domestic regulations that may distort or restrict trade, investment or competition;

b. consider the adoption of regulatory reform to reduce those distortions and their resulting costs, whilst maintaining the achievement of legitimate objectives; and

c. promote the consideration of competition policy in regulatory reform.


	Collective Actions
APEC economies, taking into account work done in other areas of APEC activity will:

a. publish annual reports detailing actions taken by APEC economies to deregulate their domestic regulatory regimes; and 

b. develop further actions taking into account the above reports, including;

i. policy dialogue on APEC economies’ experiences in regard to best practices in deregulation, including the use of individual case studies to assist in the design and implementation of deregulatory measures, and consideration of further options for a work program which may include:

· identification of common priority areas and sectors for deregulation;

· provision of technical assistance in designing and implementing deregulation measures; and

· examination of the possibility of establishing APEC guidelines on domestic deregulation; and

ii. regular dialogue with the business community, including a possible symposium. 
The current CAP relating to deregulation/regulatory review can be found in the Deregulation Collective Action Plan.


	Russia’s Approach to Deregulation/Regulatory Review in 2004
One of the general aims of the Russian anti-monopoly body is a development of legal mechanism providing non-discriminative access of independent enterprises to the services of natural monopolies and besides to the services of enterprises having dominant position - which assisted to the stable work of enterprises and stabilization of the economy in general.
The recent approach to Deregulation/Regulatory activity depends on the results of negotiations on Russia’s accession to the WTO.




	Russia's Approach to Deregulation/Regulatory Review in 2004

	Section
	Improvements Implemented Since Last IAP
	Current Regulatory Review Policies / Arrangements
	Further Improvements Planned

	General Policy

Position
	In last two years particular attention was paid to observing the anti-monopoly law in the process of forming approaches to reforming natural monopolies sectors - railroad transportation, electric energy and gas. One of the general tasks of Russian anti-monopoly body in this sphere is development of legal mechanism providing non-discriminative access of independent enterprises to the services of natural monopolies and besides to the services of enterprises having dominant position - which assisted to the stable work of enterprises and stabilization of the economy in general.
	The work on a regulation of relations with participation of the natural monopolies subjects has confirmed necessity of special regulation of the appropriate commodity markets, where the mechanisms of market price-formation are not optimum, and the development of a competition is impossible or inefficient.

The law "On natural monopolies" was adopted 17.08.95. The given law puts in civilized frameworks activity of the large managing subjects in those sectors of economy, where development of a high-grade competition under present-day conditions is impossible or economically inexpedient.

Overall objective of federal policy in the area of activity of the natural monopolies subjects is the maintenance of balance in interests of the consumers and natural monopolies subjects. Crucial premises of maintenance of such a balance lie in availability of the goods for the consumers (that is opportunity of supply by the electric power, gas), whereas for the natural monopolies subjects - their effective functioning.

If the actions of the natural monopolies subjects lead to maleficent limitation of the contractors' interests, they shall be liable to sanctions pursuant to the Law of Russian Federation "On Competition and Restriction of Monopolistic Activities in the Commodity Markets".
	Primary objectives of the state policy in the field of natural monopolies reforming are:

- Creation necessary conditions for providing the complete organizational and financial transparency of enterprises activity in relevant industry branches;

- Providing the formation of regulated prices and tariffs for production (service) in gas and electric power industry with differentiation between them on modes of consumption, full indemnification of the reasonable manufacturing expenses, and gradual reduce of the prices and tariffs to the level that would ensure self-financing of these branches;

- Providing non-discriminative access of independent manufacturers and consumers to natural monopolies services at effective antimonopoly regulation;

- Decrease of cross subsidizing to various categories of the consumers.

	Identification and Review of Proposed Regulations


	NIL
	NIL
	NIL

	Identification and Review of Existing Regulations
	The mechanisms of preventing the violation of antimonopoly legislation was created after adoption of the package of Laws on the reform in electricity sector, railway transport, but it have sense and for other commodity markets.
	One of conditions of transparency maintenance of activity of the regulated enterprises in domains of natural monopolies is the division naturally – monopolistic and potentially competitive of activity both within the framework of separate conduct an account and a control, and during property transformations process, creation of conditions for development of the competitive market, prevention of the unreasonable restraint of transition from a condition of natural monopoly in a condition of the competitive market. 

Objectives of regulation: providing the balance of interests of consumers and subjects of natural monopolies, accessibility of the commodity sold for the consumer and effective functioning of the subjects of natural monopolies.

Scales of regulation: price regulation performing by means of determining (fixing) prices (tariffs) or their top level; determination of consumers subject to obligatory servicing and (or) fixing the minimum level of their provision in case of impossibility of full satisfaction of necessities in good produced (sold) by the subject of natural monopoly. 

Regulating bodies – Ministry of Economic Development and Trade of the Russian Federation (elaboration of the governmental policy and normative legal regulation in the sphere of natural monopolies’ tariffs), Federal Antimonopoly Service (control and supervision over natural monopolies’ legislation) and Federal Service for Tariffs (determination (fixing) of prices (tariffs) and control for questions, connected with determination (fixing) and application of prices (tariffs) in the spheres of natural monopolists).

Powers of regulating body and of antimonopoly body are determined accordingly by Federal law "On natural monopoly" and the RSFSR Law "On competition and limitation of monopolistic activity at commodity markets", Decree of the President of the Russian Federation of March 9, 2004 No. 314 “On system and structure of executive power bodies” and resolution of the Government of Russian Federation of 06.04.2004 No. 187 "On questions of the Ministry of Economic Development and Trade of the Russian Federation" and of 30.06.2004 No. 331 "On approval of the Statute of the Federal Antimonopoly Service".

Two main amendments have been bring in to the Legislation of the Russian Federation in last years:
1. To the Article 8 of the Federal Law of 17.08.95 No 147-FZ “On Natural Monopolies” the decision was included, under this decision the subjects of natural monopolies must provide the access to commodity markets and (or) realize goods and services which can be regulate by the Law “On Natural Monopolies” on indiscriminative conditions according to antimonopoly regulations.
2. To the Law RSFSR of 22.03.91 No 948-1 “On Competition and Restriction of Monopolistic Activity at Commodity Markets” (point 3 of the Article 27) the decision was included, under this decision antimonopoly body can issue prescriptions, which prevent creation of discriminative conditions, which if it is possible must be aimed at tender principle and could contain the demands o provide interested persons with information that allows to compare conditions of goods turnover and (or) access to the market, and (or) publication of such information in mass media, and economic, technical and other demands.

Special sectors requirements in indiscrimination on one or another market could be implement in relevant Law. The Government of the Russian Federation adopts the rules of accesses. I.e. Federal Laws and other regulations of the Russian Federation could issue requirements aimed at prevention of indiscriminative conditions (economic, technical, informational). 

Though legislation in the sphere of economic activity regulation is perfected, Russian entrepreneurs are still face the precedents of illegal acts of state power bodies. In such cases entrepreneurs have an opportunity to protect their rights and interests not only in the court but in the competition authority as well. Peculiarity of Russian competition law lies in the fact that it covers not only commercial organizations but executive power bodies as well. The law prohibits federal, regional and local powerful bodies to take acts, carry out activities or sign treaties aimed at limitation of competition (limitation of entering the market, unjustified privileges and preferences for some enterprises, limitation of free transference of goods, etc.) In case of discovering such facts MAP Russia has a right to take instructions subject to be performed on cancelling illegal acts and decision violating competition law. In such a way MAP Russia participate in perfection of state regulation in general and provide realization of competition principles.
	The Government of The Russian Federation aims to realize a complex of proceedings for re-structuring the appropriate branches with the object of precise differentiation between naturally - monopolistic and potentially competitive kinds of economic activity, creation of favorable conditions for their gradual demonopolization. The restrictions processes of vertical and horizontal integration will be carried out if it is necessary.
Continuation of economic reforms purposed for deregulation of potentially competitive kinds of activity, liberalization of the prices within the given trends of activity, performance of the strict control over activities of the given managing subjects during the transitive period at creation of the competitive markets and also enforcement of regulative control over natural monopolies.

	Reform of Industry/Sector Specific Regulation
	NIL
	Transportation of oil and oil products along arterial pipelines:
b. Federal Law "On natural monopolies",
c. Decree of President of Russian Federation of 28.02.95 No. 221 "On regulation measures of prices (tariffs) state regulation",
d. Resolutions of the Government of Russian Federation of 07.03.95 No. 239 "On regulation measures of prices (tariffs) state regulation".

Transportation of gas along pipelines:
e. Federal Law "On natural monopolies", 
f. Federal Law "On gas supply in the Russian Federation",
g. Decree of the President of Russian Federation of 28.02.95 No. 221 "On regulation measures of prices (tariffs) state regulation",
h. Resolution of the Russian Government of 29.12.2000 No. 1021 "On state regulation of gas prices and tariffs for gas transportation services at the territory of Russian Federation".

Railway transportation:
i. Federal Law "On natural monopolies",
j. Federal Law "On Federal railway transport",
k. Decree of the President of Russian Federation of 28.02.95 No. 221 "On regulation measures of prices (tariffs) state regulation", 
l. Resolution of the Russian Government of 07.03.95 No. 239 "On regulation measures of prices (tariffs) state regulation".

Services of transport terminals, ports, airports:
m. Federal Law "On natural monopolies",
n. Decree of the President of Russian Federation of 28.02.95 No. 221 "On regulation measures of prices (tariffs) state regulation", 
o. Resolution of the Russian Government of 07.03.95 No. 239 "On regulation measures of prices (tariffs) state regulation".

Services of public electric and mail communications:
p. Federal Law "On natural monopolies",
q. Federal Law "On communications",
r. Federal Law "On mail communications",
s. Decree of the President of Russian Federation of 28.02.95 No. 221 "On regulation measures of prices (tariffs) state regulation",
t. Resolution of the Russian Government of 07.03.95 No. 239 "On regulation measures of prices (tariffs) state regulation",
u. Resolution of the Russian Government of 11.10.2001 No. 715 "On approval of General issues of state regulation of tariffs for services of public electric and mail communications",
v. Resolution of the Russian Government of 13.08.98 No. 959 "On establishing common tariffs for communication services on tele- and radio programmes dissemination",
w. Decree of the Government of the Russian Federation of June 28, 2002 No. 885-p approved the Concept for restructuring organizations of the Federal post communication,
x. Decree of the Government of the Russian Federation of September 05, 2002 No. 1227-p concerning establishing of the Federal State Department “Russian Post” (FD “Russian Post”).

Services in electric power sector:
· Federal Law "On natural monopolies",
· Federal Law "On state regulation of tariffs for electric and thermal power in Russian Federation",
· Decree of the President of Russian Federation of 28.02.95 No. 221 "On regulation measures of prices (tariffs) state regulation", 
· Resolutions of the Russian Government of 02.04.2002 No. 226 "On pricing in electric and thermal energy sector",
· of 12.06.96 No. 793 "On federal (all-Russia) wholesale market of electric power".
Main principles of electricity reforming in Russia and creating conditions for competitive electricity market were determined by the Government Decree of 11 July 2001 No. 526 “On the Russian Federation electricity reforming”.
	In the Energy strategy of Russia for the period to 2020 (established by the decree of the Government of the Russian Federation No 1234-r of 28.08.2003) for the development of the gas markets are provided:

Step-by-step gas price increasing on the internal market, the change to the gas realization by the market prices for the self-finance of the market subject, objective consumer appraisal of gas quality;

Change from wholesale price regulation to the establishment of the transport gas tariff for all producers;

Provision of the adaptation period for a readjustment to the changing conditions of the gas market functioning to the consumers;

Advocacy of the social sensitive consumer groups from abrupt variation of the gas price;

Development of the internal market structure for the change to the gas realization for market price;

Creation of the conditions to the development of the independent gas producers;

Creation of the conditions for non-discriminatory access to the long-haul pipeline system for all market participant;

For medium-dated prospect, conservation of the uniform natural gas industry system as one infrastructure technological complex, its development at the cost of construction and connection of the new object of any patterns of ownership (including share holding);

Creation of the conditions for the competition forming in the gas market sectors, where it’s possible and economic expedient (sale, extraction and subsurface gas storage conservation), it must assure cost reduction, increase of effectiveness and service quality, provided to the market subjects.

The Railway Structural Reforming Program envisages to establish an integral, effective, well-coordinated transport system, to raise stability and regularity of the railways, railway traffic safety, availability and quality of the services rendered, to cut aggregated economic expenses on railway freight services and to satisfy the growing demand for railway services, to attract investments necessary for renewal of the rail rolling-stock, and containers in the first place.
The reform of electricity sector is aimed to the establishing of competitive electric energy market in Russia. Main directions of electric energy sector reforming are: 

Increasing of efficiency of electric energy manufacturers;

Creation of conditions for developing the sector on the basis of private investment.

Thus the main tasks of the reforming are the following:

Separation of the sector onto natural monopolistic (particularly transfer and distribution of electricity, production control) and competitive (electricity production, sale) branches;

Creation of the system of effective market relations in competitive activities;

Providing of non-discriminative access to the services of natural monopolies;

Effective and fair public regulation of natural monopolies, creating incentives to costs decrease and providing investment attractiveness of natural monopolies.

It is supposed that by 2008 a target structure of the sector will be elaborated, i.e. by 2006 all main subjects of the sector would be extracted from RAO UES Russia and it will take two more years for its privatization.


	Improvements in Russia's Approach to Deregulation/Regulatory Review since 1996

	Section
	Position at Base Year (1996)
	Cumulative Improvements Implemented to Date

	General Policy

Position
	The Federal Law "On natural monopolies" was adopted on August 17, 1995. The law applies only on an appointed activity of the committer of the natural monopolies:

· transportation of oil and mineral oil through the trunk pipeline;
· transportation of gas through the trunk pipeline;

· transmission service of electrical and heat energy;
· transit dry rail freightage;

· service of transport terminals, ports and airports; service of electric coupling and mail service.

As evident from this list, in accordance with law circle of natural monopolies makes rarely separate spheres of infrastructural fields. Bu that, list of "natural-monopoly activity categories", given in the law, is not exhausted: it concludes only corresponding kinds of activities on the federal scale.
	From the point of specific legislative definition of natural-monopoly fields of activities, structural changes in the fields of industrial infrastructure directed as to division of "natural-monopoly'' and having competitive base of kinds of activities, as to creation of conditions for conversion of separate kinds of activities from condition of natural monopoly to the competitive condition.

Special attention was devoted to observance of antimonopoly legislation in the process of forming of the ways to reforming natural monopoly fields - railway transport, power industry and gas. The main task for the Russian Federal Anti-monopoly Services in this direction of activity is elaboration legal mechanism, which provides nondiscriminatory access of independent enterprises to natural monopoly services, and also to service of the enterprises, dealing with dominant position, what promotes stable work of enterprises and stabilization of economics as a whole.

	Identification and Review of Proposed Regulations
	Reconstruction of natural monopoly fields was called to guarantee conversion from non-effected and badly transparent system of state adjustment of price formation and financial policy in this sphere to market mechanisms of providing competition of denoted enterprises and achievement of the balance of enterprise and consumer interests.
	NIL

	Identification and Review of Existing Regulations
	For realization of the law "On natural monopolies", federal services for regulation of natural monopolies in the field of railway transport, power industry and communication were created by the decree of President of Russian Federation in 1996.
To methods of regulation fixed by law related to:price regulation by mean of definition (establishment) of prices (tariffs) or its limit leveldefinition of consumer liable to imperative service and (or) establishment of minimum level of their providing in the case of impossibility of satisfaction in corpore requirement in commodity (work, service), producible (realizable) by the subject of natural monopoly.
For effective provision of realization of natural monopoly legislation, authorities, that regulates the activity of the subjects of this field, are solving definite tasks which are:
· control within established competence of observance of the statutory requirements;
· definition of the methods of regulation of the natural monopoly subject (of a list of stipulated in the law);
· аorming and running of the list of natural monopoly subjects, which are subject to realization of the state regulation and activity control;
· elaboration and introduction in determinate order of propositionsconcerning perfection of legislation on natural monopolies.
	One of conditions of transparency maintenance of activity of the regulated enterprises in domains of natural monopolies is the division naturally – monopolistic and potentially competitive of activity both within the framework of separate conduct an account and a control, and during property transformations process, creation of conditions for development of the competitive market, prevention of the unreasonable restraint of transition from a condition of natural monopoly in a condition of the competitive market.

Regulating bodies:
· Ministry of Economic Development and Trade of the Russian Federation (elaboration of the governmental policy and normative legal regulation in the sphere of natural monopolies’ tariffs),
· Federal Antimonopoly Service (control and supervision over natural monopolies’ legislation) and
· Federal Service for Tariffs (determination (fixing) of prices (tariffs) and control for questions, connected with determination (fixing) and application of prices (tariffs) in the spheres of natural monopolists).

	Reform of Industry/Sector Specific Regulation
	NIL
	The mechanisms of preventing the violation of antimonopoly legislation was created after adoption of the package of Laws on the reform in electricity sector, railway transport, but it have sense and for other commodity markets.


