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Dear ladies and gentlemen,
On behalf of the Russian Competition Authority let me extend warm and sincere welcome to all the participants and guests of the BRIC International Competition Conference in Kazan.

I would also like to greet the Heads of the Competition Authorities of Brazil, India and China as organizers of this Conference and to thank them for active participation in preparation and conduction of such an impressive event.

Besides, I would like to emphasize that the first persons of the State and the Government of the Russian Federation and the Republic of Tatarstan participate in our Conference’ opening ceremony. This testifies the obvious recognition by the Russian high level politicians of the role of competition policy in economic regulation and importance of economic cooperation development between the BRIC countries.

I am deeply honored to address such a wide and representative audience of the distinguished leaders in the field of competition policy from all over the world gathered here to discuss the issues of competition policy and enforcement development. Today among us there are the chairpersons and leading experts from a great number of Competition Authorities from both developed and developing countries, representatives of largest international organizations (OECD, ICN, UNCTAD, ICAP (the Interstate Council on Antimonopoly Policy of CIS member-states)), the Russian state and local authorities as well as lawyers conversant in competition law, academicians and representatives of business community - that is all those who have the direct relation to formation and implementation of competition policy.


The Russian Competition Authority is a relatively young agency compared to some other global Competition Authorities. It was established in 1990 prior to adoption of the first ever Law on competition in the history of Russia. But during our existence we have managed to achieve remarkable results in our activity.


We’ve got what to be proud of. We started when in Russia no one understood what competition is and why is it needed. And today, every self-respecting Russian company has a lawyer specializing in the antimonopoly legislation.


Presently the Federal Antimonopoly Service has become one of the leading economic agencies of the country, taking the direct part in regulation of economic relations and structural reformation of economy.


The FAS Russia competence covers a wide range of aspects directly relating to regulation of competition relations and significantly effecting formation of competition conditions on the markets of the Russian Federation.


I would like to briefly inform you on the functions the FAS Russia implements today, so you could understand the extension of our activity.

   
There is no doubt that primarily this is control over observance of competition legislation. Here our activity is pursues in two basic directions:


prevention and suppression of monopolistic activity (abuse of dominance and cartel practices), as well as merger control;


prevention and suppression of distortion, restriction, elimination of competition by state and local bodies on all the levels, including also control over state aid granting.


The FAS Russia is one of the few executive authorities in the Russian Federation that was designated powers to control the other executive authorities.


The FAS Russia also undertook considerable measures to incorporate competition regulation in the sector legislation, taking a direct part in its elaboration in order to ensure pro-competitive development of every sector.
In particular, the FAS Russia participated in elaboration of Water Code and Forest Code of the Russian Federation, regulating relations in the sphere of nature management. Under the FAS Russia initiative there were included certain provisions in these acts envisaging competitive principle of selection of candidates on water use and allocation of rights of forest lands, as well as envisaging extension of the competition law application in the sphere of water use and regulation of forest lands.
Introduction to the sector legislation (land, forest, water, accommodation, on natural resources) of direct regulations, envisaging obligation to hold public procedures (auctions, tenders) under allocation of the relevant assets/rights/resources, leads to competition development in the given sectors and allows the Federal Antimonopoly Service conducting control in those spheres which were “closed” for competition before that.

The FAS Russia provides for suppression of unfair competition. Necessity to suppress unfair competition by competition authority is predetermined by an opportunity for an economic entity through direct cheating of consumers to gain unjustifiable competitive advantages compared with the fair acting economic entities.
The FAS Russia also controls the activity of natural monopolies aiming at provision of equal access to the goods and services produced by them, as well as at competition development in those segments where it is possible.

Activity of natural monopolies falls under the Russian competition legislation. The specifics of their legal and economic status determine both the scale of consequences of their violations of prohibitions on competition restriction and infringements of interests of economic entities, and frequency of such cases.       
Moreover, the Federal Antimonopoly Service is directly involved into reformation of natural monopolies sectors of economy. The FAS Russia also elaborates and implements the number of major documents relating to creation of conditions for competition development in potentially competitive segments of natural monopolies sectors, to elaboration of non-discriminatory access, etc.

The on-going reforms aim at provision of transfer from the state price-setting regulation and financial policy in this sphere, which proved its inefficiency and non-transparency, to the market mechanisms of ensuring competition and balancing interests of producers and consumers.

It is also due to the FAS Russia activity that significant success was achieved in reforming such sectors of the Russian economy, as power energy, telecommunications and railway transport.

The FAS Russia is an authorized federal executive authority controlling observance of public procurement legislation.

The effective control of public procurement promotes competition development among the producers of the relevant goods and services. In its turn, this promotes reduction of prices on these goods and services while maintaining their quality, protects economic entities from discriminatory and other actions of state authorities restricting competition, and, certainly provides for significant savings of budget funds.     

Finally it is the society that benefits from this control, as it gets high quality goods and services and saved budget funds are spent on new social projects and programs.

Actions undertaken by the Russian Competition Authority in this sphere allowed to considerably increase effectiveness and efficiency of budget funds spending, as well as to significantly reduce facts of corruption in the sphere of public procurements. 

As a result of the universal introduction of tender and auction procedures for public procurement the state economized considerable budget funds at all levels. Thus, the economy of budget funds on public procurement in 2008 made up 260 bln. rubles (about 9,7 bln. US dollars) compared to 168 bln. rubles (6,7 bln. US dollars) in 2007 and 107 bln. rubles (4,3 bln. US dollars) in 2006.
The FAS Russia also conducts control and supervision over observance of legislation in the sphere of advertizing.

Control over advertizing is an important direction of the competition authority’s activity, as it promotes development of the relevant product markets basing on the observance of fair competition principles and on provision to the final consumers of reliable information on offered goods and services, including their price and quality thus providing an opportunity to make a well-grounded choice.

I would like to take this opportunity to inform you that in May, 2010 the FAS Russia together with the Government of Moscow and International Advertising Association (IAA) will hold the 42nd IAA World Advertisement Congress in Moscow that will become a remarkable event in the sphere of advertizing in Russia.  

Just recently, in 2008 the FAS Russia was designated functions on control over foreign investments into the economic entities having the strategic importance to the state defense and state security. This was a logic consequence of the FAS Russia activity on merger control. The direct task of the FAS Russia here is to prepare the relevant documents for the Governmental Commission on Control over Foreign Investments, headed by the Prime-Minister of the Russian Federation that considers and takes a final decision on such transactions.

Besides, the FAS Russia is actively involved in elaboration of measures of state regulation of foreign activity, being a member of Governmental Commission coordinating preparation of proposals to the Government of the Russian Federation in this sphere.
Since the measures restricting import or export can affect competition on domestic market, the FAS Russia conducts preliminary analysis of the foreseen consequences of their introduction for competition and consumers and thus formulates its position for Commission’s consideration.

The effective implementation of the functions designated to the FAS Russia would be impossible without appropriate legislation that takes into consideration the changing economic situation and that is based on the recent developments and best practices of global competition community.

Therefore the FAS Russia pays much attention to improvement of competition legislation. Ability of the FAS Russia to propose the Government of the Russian Federation to introduce amendments to the incumbent legislation allows timely reaction on structural changes happening in the state economy, to take into consideration gained experience on competition law application thus perfecting the mechanisms of competition protection.

And here the vector of the reformation of the Russian competition legislation has been always defined by the aspiration on the one hand to reduce administrative barriers for business and investment, and on the other hand to ensure more effective control and an opportunity to devote all efforts to more significant transactions affecting competition and violations of competition legislation.  
I am very proud to announce that our recent proposals, containing about 150 amendments to the Law on Competition Protection and to the Code on Administrative Violations that comprise the so-called “second antimonopoly package”, gained support at all the levels and on July 17, 2009 the President of the Russian Federation Mr. Dmitry Medvedev signed the Federal Law “On Introducing Amendments to the Federal Law “On Protection of Competition” and certain legal acts of the Russian Federation” and the Federal Law “On Introducing Amendments to the Code of the Russian Federation on Administrative Violations and certain legal acts of the Russian Federation” enacting these amendments.

As the President of the Russian Federation told me during our meeting at the end of July this year, “Now we have absolutely modern legal basis. We need to learn to apply it”, thus defining the task for our Service for the nearest future.

I am sure that the adopted amendments will make the legal tools of combating anticompetitive activity more up to date and appropriate to the economic reality.       

In particular, the given amendments envisage an opportunity to recognize the company as dominant if its market share is less than 35 %, but exceeds the shares of other economic entities on the relevant product market and it can significantly effect the general conditions of the product circulation on the relevant product market.

Moreover considerable changes were introduced to the notion of the “monopolistically high” and “monopolistically low” prices of goods. Thus, the price set by the dominant company is considered monopolistically high provided it exceeds the sum of the costs and profits necessary for production and sale of that product and exceeds the price that was formed under competition conditions on the comparable product market, if any, on the territory of the Russian Federation or outside.   

To stimulate creation of innovation products under observance of the certain conditions the price on such product cannot be recognized as monopolistically high no matter how high it is.

With regard to merger control the thresholds of assets for compulsory notification of transactions were increased twice (from 3 bln. rubles (120 mln. US dollars) to 7 bln. rubles (280 mln. US dollars)), the post-merger notification of intra-group transactions was introduced provided the group is united under the “structural” criteria, meaning that the person owns more than 50 % of the total number of votes including the voting shares (stocks) in the nominal capital of the economic entity. 

At the same time requirements to the information disclosure under pre-merger or post-merger notification on transaction are becoming more severe, in particular this concerns information on the final beneficiaries of transaction.
Amendments also envisage extension of powers of Antimonopoly Authority on conduction of inspections of economic entities with strict regulation of its activities during this inspection.

The new laws also set the right of the Competition Authority when clearing the transactions to issue instructions on sale of the certain scope of production at the commodity exchange, on receiving the preliminary approval of the competition authority on peculiarities of formation of the initial price on the goods under their sale at the commodity exchange in the order set by the Government of the Russian Federation. 
Amendments also contain general requirements to the rules of non-discriminatory access to the services of natural monopolies. Basing on these requirements the sector rules should be elaborated.
One of the most important novelties is introduction of disqualification as a measure of administrative violation for state and municipal officials which is of current importance under the incumbent structure of violations, whereby violations by the state and local authorities make up more than 50 % of all violations of the competition legislation in Russia. Now every official who violated the competition legislation can be disqualified for the period from 6 months to 3 years. Having infringed the public procurement legislation official also becomes a subject to administrative liability. 

To increase effectiveness of anti-cartel activity amendments envisage exemptions for the certain per se vertical agreements that can be considered as liberalization of the incumbent regime and at the same as an opportunity for competition authority to focus on cartel collusions.

Provisions on leniency program were also specified (now only the first company applying for leniency gains immunity, collective applications are no longer accepted). 

Moreover on July 29, 2009 the President of the Russian Federation signed the Law introducing amendments to the Article 178 of the Criminal Code of the Russian Federation setting the criminal liability for violation of competition legislation.

This Article introduces such type of punishment as imprisonment for cartel activity or repeated abuse of dominance relates not only to businessmen, who try to escape the real competition, but also to unfair officials who commit anti-competitive actions resulting in damnification for citizens or society in a large or very large amount.

With adoption of this law punishment for violation of competition legislation that is presently inflicted by penalties, was severely toughened, thus allowing to completely introduce the principle of inevitability of liability for socially harmful violations of competition legislation.

I am sure that all these amendment will allow to increase the effectiveness of the competition policy implemented in our country and to step up on an absolutely new level of competition protection.

Under globalization of economy anti-competitive practices are beyond the national jurisdictions that determines activization of the international cooperation in the sphere of competition policy, setting priority on combating cartels. Steps undertaken recently by the Russian Federation on strengthening anti-cartel activity testify on our readiness to take the path of eradication of international cartelization. And if today somebody in the Western hemisphere of the planet revealed the cartel, be sure that tomorrow these cartelist will become the subjects to careful examination by the competition authorities in the Eastern hemisphere.


I would like to emphasize that the structure of economies of the BRIC countries is characterized by the high rate of production concentration, partially inherited from the period prior to the economic liberalization that happened in all these countries, by the stable corporate ties, imperfection of institutional market environment, considerable interference of the state into economy. All this is a benign soil for the cartel activity of companies, including transnational ones operating on our markets.


At the same time extension of trade and economic relations and mutual investments between our countries is impossible without ensuring predictable conditions for running business, including without creation of normal competition environment that is mainly distorted by the cartel collusions.


It is impossible to resist cartels without harmonizing approaches by the BRIC competition authorities of implementation of competition policy at the national level and without creation of effective mechanisms of interaction not only on the bilateral basis, but also within the four-side format.


To solve these tasks we need an assistance of the countries having the significant experience of practical implementation of regulations of competition legislation and that managed to create effective system of competition relations regulation. We hope for their contribution in this hard but very important for us process.


Our first BRIC International Competition Conference is a practical realization of our intentions. I am confident that issues that are to be discussed within our Conference are extremely important and truly global. 
  
In particular, within the forthcoming Conference it is envisaged to pay specific attention to formation of effective anti-cartel system which is very topical under the global crisis since anti-competitive agreements worsen consequences of such crisis creating economically unjustifiable preconditions for increase of price on the relevant product markets. This, in its turn, doesn’t promote stimulation of the domestic demand and impedes overcoming of crisis.
Within the context of combating cartels it is also envisaged to focus during the Conference on aspects of interaction of competition authorities with police and judges, effectiveness of which effects the common success of anti-cartel activity. Moreover consideration of competition advocacy aspects is also envisaged by the program of Conference.  

Since changing conditions for running business in the fast growing economies of the BRIC countries require active reformation of the system of competition relations regulation, that’s what is happening in our countries, I hope that exchange of experience in these sectors will promote convergence of the competition policy implemented by our countries. 


I am sure that all that we will be discussing during the next two days of the Conference will be interesting and useful not only for the representatives of the BRIC countries, but also to all the rest our quests and participants of the Conference.


I wish us all to get the maximum satisfaction and practical use from the forthcoming discussion on the Sessions and hope that you will like you stay in Kazan, one of the oldest cities in Russia.
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