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Russia 2009 IAP Peer Review
Additional Questions
Canada

Canada would like to share a few observations with regards to the IAP Study Report for Russia, followed by a number of questions.

Economic Diversification

· Russia's reliance on revenues from natural resources has prevented government authorities from having to make difficult decisions on economic and legal reforms to attract foreign direct investments. Such reforms would have also been beneficial to stimulate Russian SMEs.

· The strength of Russia's natural resources sector has increased the value of the ruble and therefore prevented a greater economic diversification into other sectors e.g. forestry, agriculture, science and technology, aviation, automotive etc. (Dutch Disease).

· Canada has not seen any reference in the IAP Study Report on the brain drain that Russia has been experiencing since the collapse of the Soviet Union.

National Priority Projects

· Canada has not seen any references to the National Priority Projects that were enacted in 2006. National Priority Projects were implemented to develop the agriculture, housing construction, health and education sectors of the Russian economy. The success of national priority projects has the potential to impact greatly on the diversification of the Russian economy.

Science and Technology

· The Russian government has announced a few years ago that it would invest US$ 5 billion to develop nanotechnologies in Russia. RUSNANO (en.rusnano.com), the state corporation responsible for this initiative is headed by former Prime Minister Anatoly Chubais. The creation of RUSNANO is certainly the most important initiative by the Russian government to diversify its economy outside of traditional sectors.

Large Infrastructure Projects in Russian regions

· The Russian government is currently allocating significant amounts of money to develop infrastructures for the Sochi Olympics (US$ 12 billion) and for the APEC 2012 Summit in Vladivostok (US$ 6 billion). These investments represent huge opportunities for the Sochi and Vladivostok economies to diversify into the tourism and education and service sectors.

WTO Accession

· There appears to be some confusion whether Russia will access WTO under a Customs Union (early June announcement by Prime Minister Putin) with Belarus and Kazakhstan or independently (President Medvedev declaration at the G8 meeting).

Questions:  

1. We note on page 4 that in “In the last peer review of Russia’s IAP the overall conclusion was that considerable progress had been made in liberalising the economy, and that these advances had been the result of three major processes: the negotiations for WTO accession; the progressive development of free trade arrangements within the CIS and the Eurasian Economic Community; and the voluntary liberalisation that has taken place as a result of APEC membership.”  
We understand that many of the advances that Russia has undertaken may be particularly ascribed to its efforts to accede to the WTO.  However, in terms of the APEC IAP process, we would particularly appreciate hearing of Russian efforts, i.e., distinct plans/initiatives that address the Bogor Goals and Russian efforts to address APEC priorities per se.  While we have seen some of this in this year’s section on Trade Facilitation many other subjects are dominated by WTO efforts.  We suggest efforts in future years to focus on the efforts made specifically to address APEC goals per se to give Members a clearer understanding of APEC directed efforts.     
2. In various sections of the report, for example on page 17 we learn that “In investment, Russia maintains several deviations from national treatment and the MFN principle.”  In page 21 we learn of that “In March 2005 the Government Decree “Concerning Amendments to the Customs Tariff in Respect of Automobile Parts Imported for Industrial Assembly” permitted companies that have concluded investment agreements and are engaged in the industrial assembly of automobiles to import parts into Russia duty-free or at a rate of 3% (instead of usual 15%) for a certain time period after establishing local assembly plants. So far 53 agreements have been signed between the Ministry of Economic Development and leading world producers of passenger cars and spare parts on the construction of assembly facilities in the Russian Federation.  
On page 30 we further learn that “In order to encourage production and attract investment in the automotive industry, Russia has created some privileges for manufacturers of cars and auto components.  Amendments to the Customs Tariff of the Russian Federation allow companies to import auto components with a reduced customs duty. Customs duties are to decrease to 0-5 per cent, thus duties will average 12 per cent under the general regime of auto component imports and 3 per cent for auto components imported under an industrial assembly agreement.”  

The measures which are outlined in these and other references in the Report are actually counter to provisions as contained in the WTO Agreement on Trade-Related Investment Measures which bans measures that are inconsistent with the obligation of national treatment.  We would urge Russia to restrict providing such measures and their application and look to address those measures which have already been extended to date.  We would urge consistency with the WTO Agreement and urge Russia to only look to measures which may be legally provided under the agreement.  
3. The Customs section briefly makes mention of various recent Russian Customs initiatives.  Page 79 goes on to note that “. . .  For instance, Russia has expressed its readiness to accede to the APEC pathfinder initiative with a final view of participating in the Kyoto Convention.”  For over five years the Russian Customs department and various officials have made note of their interest to join various World Customs Organisation agreements including that of Kyoto.  To date – no agreements have been joined.  
At the present time, Russia is only a member to five of 16 major protocol agreements (i.e., CCC, HS, ATA, Nairobi and Istanbul conventions) under the auspices of the WCO.    
We would urge Russia, as part of its Customs modernization program, to formally enter into additional WCO Protocol agreements.  In particular, we urge Russia to join in the near future each of the two separate and distinct Kyoto protocols and to make this known to APEC Members as soon as possible.  The two agreements that are of importance are:  

1)      “International Convention on the Simplification and Harmonisation of Customs procedures (Kyoto Convention) - 1974” and that of 
2)      “International Convention on the Simplification and Harmonisation of Customs Procedures (Revised Kyoto Convention). – 1999”
4. To date Russia has signed on to major declarations of the G-20 (November 2008 Washington and April 2009 London); APEC Leader’s Declaration November 2008) and now most recently the G-8 Declaration which al sought to ban new examples of protectionism.  The recent G8 Declaration reaffirmed this. 
“45. We reconfirm our commitment to keep markets open and free and to reject protectionism of any kind. In difficult times we must avoid past mistakes of protectionist policies, especially given the strong decline in world trade following the economic crisis. Recovery needs a strong international trade component to be viable and the relevant programmes must fully respect our obligations and commitments to non-discriminatory treatment under WTO and other international agreements. We will maximise efforts and steps to promote and facilitate trade and investment.

46. We stress the importance of fully adhering to the standstill commitment and the commitment to rectify protectionist measures adopted in London to avoid further deterioration of international trade, including refraining from taking decisions to increase tariffs above today’s levels. We will refrain from raising new barriers to investment or to trade in goods and services, imposing new exports restrictions, or implementing World Trade Organisation (WTO) inconsistent measures to stimulate exports. We ask the WTO together with other international bodies, within their respective mandates, to continue to monitor the situation and to report publicly on the adherence to these commitments on a quarterly basis.”
How does Russia as a signatory to these various declarations that each call for clear actions on the part of members against raising new protectionist measures reconcile the fact that it has at the same time implemented a wide variety of measures which are protectionist in nature and which have now been reported by the WTO in its monitoring role?   

China
1. Could you please specify structure, functions, and coordination of government bodies concerning scrutiny of foreign investment in strategic areas and sectors related to national security?  What is the role of the Federal Anti-monopoly Service (FAS) in it?

2. How are manufacturing SEZs differentiated from technological SEZs in functions?  Are both of them specifically targeted at FDI?  What kind of incentives do foreign-invested enterprises established in these SEZs enjoy?

Hong Kong, China

Chapter 12: Dispute Mediation

· In Russia’s answer to Q3 at p114 of the IAP Study Report, it states that,

"[a]s WTO Agreements do not expressly place any requirements in respect of dispute settlement procedures, it is hard to evaluate the influence of WTO accession over procedural aspects of dispute settlement mechanisms existing in accordance with Russian legislation".  
This above statement presumably is not intended to refer to the dispute settlement mechanism provided under the WTO Understanding on Rules and Procedures Governing the Settlement of Disputes.   We note, for example, Art VI(2)(a) of GATS requires WTO members to "maintain or institute as soon as practicable judicial, arbitral or administrative tribunals or procedures which provide ... for the prompt review of, and where justified, appropriate remedies for, administrative decisions affecting trade in services."  We would like to seek clarifications on Russia’s answer.
Indonesia

1. Can you please elaborate on the applicability of competition policy, laws as well as regulations placed on state owned enterprises?
2. With regard to the many reforms made in the context of customs procedures, has Russia been able to measure the effect of the reforms that have taken place thus far?
3. In the study it was mentioned that  “attempts have also been made to strengthen the rules on non-discriminatory access to goods and services supplied by these monopolies (page 40)” in relation to the 2006 Federal Law “On Protection of Competition” and amendments to the Federal Law “On Natural Monopolies” (the latest amendment of 2008).  Kindly elaborate what type of attempts that have been made. 
4. It is mentioned that Russia is currently developing its “Asia-Pacific part” the necessary pre-requisites for full-scale economic cooperation with the rest of APEC region toward the APEC Summit in Russia in 2012. Please elaborate the current state of economic, trade, and investment relations between the Russian Far East and the rest of APEC region and its trend toward 2012 and beyond.
Korea

(Customs Procedures)

1. Despite Russian government’s efforts to streamline customs procedure, most foreigners are still having difficulties interpreting and understanding customs-related laws and procedures. 

A. Firstly, for most foreigners, the structure and content of Russia’s Customs Law seems quite complex. It would be better to provide more guidance to foreigners. For example, publishing a translated version of the Customs Law in most widely spoken language, and providing on-line guidelines or a Q&A board would help foreign companies to better understand customs-related legal procedures. Other relevant information also needs to be translated into most widely spoken language such as English using international standards, and made public on the internet website, if possible. 

B. Also, Russia needs to streamline permission or declaration forms on, for example, plant and animal quarantine, using international standards.

2. It is reported that some provisions in the Russian customs law grant excessive discretion to the customs authorities and enable them to make arbitrary interpretations, which hinder transparency and impartiality of law enforcement. Please specify, if any, (planned) measures to prevent arbitrary law enforcement.
(Business Mobility)

3. In Russia, a foreign labor quota system is established for each year. Does Russia have plans to expand the quota? We would like to call for Russian government’s cooperation to help companies secure necessary foreign labor forces especially in metropolitan areas such as Moscow.

4. The current immigration system requires that foreigners seek residency permit within 3 working days each time they enter Russia, which causes inconvenience among foreign businesspeople. Are there any plans to ease this obligation especially for foreigners working in foreign invest companies or at branch offices of foreign companies in Russia?
Chinese Taipei

1. (Chapter4.3：Services, p.27-28) 

We have noted that according to the regulation, there is a 20% limit on foreign ownership of entities which own regional gas supply or distribution assets, while status quo shows that foreign companies represent only 0.2% of production of gas. Is this 20% maximum for the whole gas supply and distribution sector or for a single company? In addition, concerning the harsh impact of economic crisis on Russia’s energy sector and the minor role of foreign investments played in Russia’s energy sector, is there any active measures or policies adopted, except for joint projects with foreign investors, in responses to the financing difficulties of whole energy sector?
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