I ntroduction

The submissons and testimony provided in this inquiry demondrae tha the Russan
economy does not operate on market principles, and accordingly revocation of NME Status is
ingppropriate a this time. See 19 U.S.C. 8§ 1677(18)(A). Those parties in oppostion to
revocation have submitted more than sufficient evidence that indicates that each factor in the
Depatment’'s sx prong-test supports a determination that Russa continues to merit NME
treetment. These additiond comments are in response to a pane member's question a the
hearing, and provide further information in regard to the extent of price control in the Russan
Federation.

. Russan Gover nment Interferencein Pricing Decisonsis Extensive

The evidence submitted to the Department, including the testimony & the recent hearing,
demongrates that business conditions in the Russan Federation do not reflect market principles.
As this inquiry takes place in the context of antidumping and countervailing duty proceedings,
the cost and profit digorting effects of government intervention is a primary focus. Specificaly,
as input prices and costs are not set by market forces in Russa, any subsequent andysis in an
antidumping invedigation of norma vaue will be extremdy digorted.  Accordingly, and in
reponse to a question by the hearing pand member, this submisson will highlight the extent of
government control of prices in the Russan Federation. It is respectfully submitted that Russan
governmental  price intervention is 0 extendve that it would digort the answers to essentid
factud questions in antidumping investigations, and consequently maintenance of NME datus is
appropriate.

We note initidly that the Depatment has recently found that the extent of government
control over prices in Russa severdly didorts the economic landscape.  Specificdly, the

Department acknowledged that “{t}he Russan economy remans a hyper-indudridized sysem
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composed of enterprises that would not be viable in a market economy, supported by transfers
from energy and raw materiad sectors™ The Department further noted that electricity suppliers
were not motivated by profits but instead that the sector was used as a “source of subsidies to
inefficient industries . . . "> As energy costs are frequently an essentid issue in antidumping and
countervaling duty invedigations, a decison to now revoke NME gaus will unquestionably
result in more complicated and less rdliable decisons by the Department.

The Russan Government has admitted that it regulates the prices of goods and services
representing at lesst 15 percent of the nationd GDP,?® and this figure in redity may be much,
much higher. Price regulation exids for gas, dectricity, and heat energy; transshipment of ail
through pipdines, ralroad services, port services, defense products, “ritud services” and even
drugs, prosthetic and orthopedic appliances* In Russia, “nearly 80 percent of nationa income is
socidized through hidden subsdies and cross-subsdies.  This amounts to nearly-total socidism .

. "> As awitness on behdf of revocation testified, in 2002, 85 percent of saes in the dectricity
market done will be regulated by the Government. Tr. a 19° Additiondly, and as was
acknowledged at the hearing, the European Bank for Reconstruction and Development estimates
that the Government owns gpproximately 30 percent of businesses (as expressed againg GDP) in

Russa Tr. a 23. Additiondly, these figures do not reflect the redities of barter transactions in
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the Russian Federation. As was acknowledged at the hearing, the use of barter, rather than cash
payments, further distorts the cost and prices of Russian goods. See Tr. at 59-60.

As has been extensvely detaled in the submissons in this invedigation, Russas
involvement in pricing decisons digorts market conditions and fully supports the maintenance
of NME status.

. Russian Interferencein Pricing Decisionsis More Invasive Than Found in a Market
Economy

A pand member asked for additiond information regarding the extent of price regulation
in Russa as compared to Western economies” The answer to this question further illustrates
that Russa is not currently a market economy. As stated above, comments submitted in favor of
revocation concede that price regulation of goods and services in Russia account for 15 percent
of GDP. In light of the questionable satistics put forward by those requesting revocation,® the
15 percent figure should be conddered a very low edimate of the actual extent of price
regulation in Russa In the United States, gpproximately 1.50 to 4.87 percent of GDP is subject
to price regulation.” The juxtaposition of these facts, in effect that the extent of price regulation
is vay likdy ten times more severe in Russa, further demondrates that revocation is

inappropriate at thistime.
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price controls are several magnitudes more intrusive than those found in the United States.



As a note of caution, those in favor of revocation atempted to confuse the issue of
control over prices in the private sector with datistics concerning government spending as a
percentage of GDP.X® The first factor concerns interference by the government over price and
production decisons in the private sector, and accordingly is relevant as to a determination of
NME satus. However, federa spending as a percent of a nation's GDP is not materid as to
whether the country operates on free market principles. Consequently, the Department should
not allow those seeking revocation of NME status to confuse the issue.

The fact remans tha Russa directly inteferes in pricing decisons affecting numerous
sectors of their economy. A very conservaive estimate of the extent of price controls of Russia
is 15 percent of GDP, and which may be ten times higher than that found in the United States.
Furthermore, the Russan government indirectly cortrols and distorts numerous other eements of
the economy. The extent of the Russan Government’s intervention in pricing and production
decigons judtifies maintenance of NME satus.

IV.  Concluson

In concluson, ndther the Russan Government nor Russan ded producers have
submitted evidence sufficient to demondrate that the Depatment should revoke Russas NME
daius. The Russan government’s redtrictions on its ungtable currency, the denid of fundamenta
worker rights, limitetions on foreign investment, and the control of production, prices and
resources — dl contrary to free market principles - as well as the exisence of a massve black
market clearly indicate that Russa is dill an NME. In response to a specific question by a pand

member, Russa has price controls in the magnitude of ten times higher than those found in the

10 Seeeg. Tr. at 183.



United States.  Accordingly, the Department should not dter Russas dedgndion as a

nonmarket economy at thistime.



