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	Objective

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

(a)
Improving the transparency of regulatory regimes; and

(b)
Eliminating those distortions arising from domestic regulations that restrict trade or investment and are not necessary to achieve a legitimate objective.



	Guidelines

Each APEC economy will:

(a) explore economy-wide processes for the transparent identification and review of those domestic regulations that may cause distortions that restrict trade or investment, ensuring that reviews consider whether identified distortions are necessary to achieve a legitimate objective; and

(b)
consider the adoption of regulatory reform programs that seek to reduce the costs of regulation of particular industries or sectors whilst maintaining the achievement of legitimate objectives.



	Collective Actions
APEC Economies have agreed to take collective actions to help achieve these goals.  These actions are contained in Collective Action Plans (CAPs) which are updated annually.  The current CAP relating to deregulation/regulatory review can be found in the Deregulation Collective Action Plan.

APEC Principles to Enhance Competition and Regulatory Reform

The APEC Leader’s Declaration of September 1999 endorsed the following Principles:

Non Discrimination

(a)
Application of competition and regulatory principles in a manner that does not discriminate between or among economic entities in like circumstances, whether these entities are foreign or domestic.

Comprehensiveness

(b) Broad application of competition and regulatory principles to economic activity including goods and services, and private and public business activities.

(c) The recognition of the competition dimension of policy development and reform which affects the efficient functioning of markets.

(d) The protection of the competitive process and the creation and maintenance of an environment for free and fair competition.

(e) The recognition that competitive markets require a good overall legal framework, clear property rights, and non discriminatory, efficient and effective enforcement.

Transparency

(f) 
Transparency in policies and rules, and their implementation.

Accountability

(g) Clear responsibility within domestic administrations for the implementation of the competition and efficiency dimension in the development of policies and rules, and their administration.
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	Russia’s Approach to Deregulation/Regulatory Review in 2001

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

	General Policy

Position


	
	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 the Russian Federation " On Competition... ". 


	According to the Plan of activities of the Government of the Russian Federation in the sphere of social policy and modernization of the economy on the years 2000 -  2001, the tasks of first priority in state policy on the field of natural monopolies reformation are as follows:

Accomplisment of activities on the solution a problem of non-payment for output delivery and rendering  services to natural monopolies;

Creation of necessary conditions for maintenance of a complete organizational and financial transparency in enterprises activity in relevant industry branches;

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

Securing of egalitarian access of the 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


	
	
	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.

There will be developed the conception for development of the gas market in domain of gas industry in the Russian Federation and programme of phased increase of the natural gas prices to 2005. For their subsequent realization it is proposed to accomplish:

reform of fuel balance system of the country with orientation to reduction of a natural gas share in fuel consumption network;

financial division of activity connected to distributive transport of natural gas and marketing functions inside of organizations engaged in gas distribution;

perfection of procedure of providing the independent manufacturers of natural gas with access to a prime network of open joint-stock company "Gazprom" when due hereunder;

elaboration and implementation of work rules for the wholesale gas market participants, which are to regulate interaction of trade in noncontrollable sector of the gas market;

bringing in identical bi-rate tariffs for all the market participants for services in natural gas transportation via main and distributive gas pipelines.

There will be developed the fundamental regulations on development and functioning of electrical energy (capacity) market in area of electric power industry in Russian Federation. For their subsequent realization it is proposed to carry out:

demonopolization in sectors both manufacture and sale of the electric power and development of the wholesale and retail electric power markets;

division of naturally monopolistic and competitive sectors within the system of electric power industry, reinforcement of the control in naturally monopolistic sector at all levels, including restructuring of the regional power engineering companies;

development of united federal network infrastructure and formation of a technological infrastructure on the electric power market, creation of the appropriate effective mechanism of the state control;

maintenance of conditions for activity of the independent manufacturers (sellers) of the electric power.

The conception of development of structural reform of a railway transport in domain of a railway transportation will be designed, on the basis of which the following measures are to be commenced:

ordering of state regulation of the tariffs for railway transport;

creation of the appropriate legal base and carrying through division in system of a railway transportation of state-administrative and economic functions;

separation of the greater part of the auxiliary and serving enterprises, their privatization, and also singling out objects of social sphere, excepting ones which are located in sparsely populated areas, transfer of which into jurisdiction of municipal bodies is impossible;

division of naturally monopolistic, competitive and potentially competitive sectors in industry of a railway transport and strengthening of the state control in natural monopolies sector;

providing all potential participants of transportation process with access to industrial infrastructure of a railway transport on the basis of non-discrimination and, subsequently, formation within the framework of competitive sector the companies for transportation of cargoes and passengers as well;

phased terminating of cross subsidizing of passenger transportations at the expense of cargo.

In the field of communications the Government of the Russian Federation is about to ratify the concept on the further liberalization of telecommunications market, including matters of rendering connection services by the operators, mechanism of financing universal services of communications. The improvement of the of price (tariffs) control mechanism of communications services will be carried out, the separate discount of the incomes, expenses, actives and obligations by kinds of activity (network services, service to the subscribers, service in granting access to a network etc.) by the telecommunication operators will be brought in.

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.



	Identification and Review of Existing Regulations


	Pursuant to the Federal Law "On State Regulation of the Tariffs on Electrical and Thermal Energy in the  Russian Federation",there was introduced the two-level scheme of state regulation at a federal level and level of the subject of the Russian Federation.

One of the important questions,which are rising at deregulation of the potentially competitive markets in natural monopolist’s branches is the question of non-discriminative access to services of natural monopolist.

The conception of reformation of a federal railway transport and re-structuring of Open Joint Stock Company United Energy Systems "Russia" is being developed at present.


	One of the 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. 

 According to the Law " On General Principles of Local Government Organization in the Russian Federation " the regulation of the power-, thermal -, gas -, water supply and draining off concerns, which are the municipal property, is carried out by local government bodies.

The basic principles of state regulation of activity of the natural monopolies subjects in the field of communications:

setting the tariffs on adjustable communications services at a level of the cost price of their rendering;

reduction of cross subsidizing consumers of communications services;

transition to two categories of the consumers of services of communications- individuals and organizations;

control over an investment component in the tariffs for services of communications;

typification of the tariffs for services of communications in the integrated administrative districts.


	The project of the amendments to the Federal Law " On Natural Monopolies " has been designed and brought in to consideration of the Government of the Russian Federation.

The amendments give concrete differentiation of powers in a part of regulation of activity of the subjects of natural monopolies. Their adoption are to ensure the unified approach to regulation of the subjects of natural monopolies at all levels, determine the forms of legal regulation of natural monopolies at a regional and local level, including in a housing-municipal services to separate  competence of federal bodies of the executive authority, bodies of the executive authority of the subjects of the Russian Federation and bodies of local government for regulation of natural monopolies.

 It is intended to prepare the additions for the Law of the Russian Federation "On Competition and Restriction of Monopolistic Activity in the Commodity Markets " on a problem of non-discriminative access to natural monopolist’s services in view of specificity of branch and they are being developed together with regulating and branch bodies.



	Reform of Industry/Sector Specific Regulation


	
	The principal object of reforms, which are being carried out in power industry, is creation of competitive (deregulated) markets of energy production and sale, creation of conditions for normal functioning and investment attraction of given kinds of activity, introduction both incentives of economic activity and transparency of financial and economic activity of a natural monopolist.

At the present time the legal base is being created within the framework of which the reforms in the field of power industry will be carried out.

The process of preparation and creation of institutional milieu (legislative and legal base) was defined in the Plan of activities of the Government of the Russian Federation and it is being performed to the extent required to ensure first phase of reorganization of power industry. The process of deregulation power industry was aimed to reduction of the expenses on control and increase of transparency level of financial and economic activity of natural monopolist (power transmission and dispatching) with a view of further regulation of the above-mentioned activity by a federal agency.

At present MAP Russia is accomplishing the development of perfection of legal base for the price control over markets of black oil and coal as far as disparity of prices for interchangeable sorts of fuel is being removed. 


	The project of the Federal Law "On Federal Power Systems", which was destined to specify the concept "federal power systems" and to determine subject of the Russian Federation’s jurisdiction.

The legal base that is being created allows, on the one hand, to increase efficiency of state price regulation, and, on the other - to create conditions for perfection of the market relations and introduction of competitive mechanisms. It is to ensure increase of a production efficiency and strengthening of consumers’ interests protection.

The project of the amendments to the Federal Law " On State Regulation of the Tariffs on Electrical and Thermal Energy in the Russian Federation " has been developed and is about to be brought in for consideration to the Goverment of The Russian Federation.

 In the project specified the following directions of changes and additions brought in were stated:

- definition of kinds of activity, subjects to obligatory tariff regulation;

- definition of a one federal body in the area of natural monopolies’ regulation in Fuel and Energetic Complex, with transfer to it of authority of bodies of regulation at regional and municipal levels, for strengthening of a vertical authority in sphere of tariff regulation on the on electrical and thermal energy with the object of realization of more effective tariff policy on territory of The Russian Federation;

- definition of termination procedure of regulation of the companies which have left on the competitive market in sphere of production and sale of electrical and a thermal energy and application to them of antimonopoly methods;

- updating imperfection of points of the Law On the tariffs revealed in a course of law application practice.

Continuation of work for reduction of cross subsidizing in the sphere of natural monopolies in the field of communications until achievement of an optimum level.

 It is planned to carry out phased transition to two categories tariff setting on services: the individuals and organizations.

Within the framework of the same process, it is presupposed the alignment of the tariffs on services of the international telephone communications within the framework of the appropriate tariff zones in the regions of Russia.

It is planned a phased transition to a limited price formation method.




	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 structural reformations in branches of industrial infrastructure were aimed to both division of "naturally monopolistic" and competitively based kinds of activity, and to creation of conditions for transition of certain kinds of activity from naturally monopolistic status to competitive one from the instant of legislative definition naturally monopolistic areas of activity. 

Tariffs on communication services are regulated at two levels: federal and regional (governmental bodies of subjects of the Russian Federation) in accordance with Regulation of 08.08.95 № 793 issued by Russian Government "On enumeration of communication services which prices(tariffs) to be regulated by state".


	With a view of prevention of anticompetitive conduct of authorities, it is necessary to secure the summarizing of final results of analyses of legislation on control over economic activities within the domain of natural monopolies, issued by local governments and governments of subjects of the Russian Federation and to elaborate the procedure of submission to the higher authority's approval of such a draft laws.

From 1999 tariffs on communications has been regulated by MAP Russia in accordance with Regulation of the Government of the Russian Federation of 28.12.98 №1559 "On Improvement of State Regulation of Prices (tariffs) for Communication Services".



	Identification and Review of Proposed Regulations


	
	

	Identification and Review of Existing Regulations


	
	

	Reform of Industry/Sector Specific Regulation


	
	


