
T BAKERY

Although the shift towards western-style bakery goods started in
Moscow, the country's leader in terms of consumer tastes, they are
also now gaining in popularity in other major Russian cities.

Western-sryle bakery products offer high-
er prof i t  margins compared to the 37o
available from dark breads.

Unti l  recently, market demand was st i l l
mainly for unpackaged bakery goods but
the trend is now towards pre-packaged
products as supermarket chains realise the
benef i ts of  th is change. Special ty cakes,
breads and snacks are popular as gif ts in
Russia, where bread and salt are traditional-
ly served to welcome important guests and
to symbolise fr iendship and trust.

Although the shift towards western-sryle

bakery goods started in Moscow, the
country 's leader in terms oF con-
sumer tastes.  they are also now gain-
ing in popular i ty in other major
Russian cit ies.

Leading Players
The Russian bakery market compris-
es about 1000 bread Factories, each
producing between 30 to 50 tons a
day, along with 10,000 smal l  and
medium-sized businesses.

The leading Russian baker in 2006
was Bal t iyskiy Khleb, fo l lowed by

JSC Proletarets Bakery and Khlebniy
Dom in third place. Having invested
about Eurl30 mil l ion in developing
its business in Russia during the past
ten years,  Fazer Group has since

emerged as one of  the country 's leading
bakeries. The Finnish bakery giant also has
plans to establish a greenfield bakery in St
Petersburg at a cost of over Eur100 mil l ion
(see Panel).

\With the exception of Fazer, the Russian
bakery market has remained the preserve of
Russian companies but th is is l ikely to
change as foreign bakers seek to make
inroads. Indeed, further penetration of the
Russian bakery market by mult inat ional
bakery groups is expected as local compa-
nies become acquisit ion targets. J

€19 Bil l ion Russian Bakery
Market Shows Eastern Promise
Vestern-sryle products have been gaining popularity within the vast but highly tra-
ditional Russian bakerv market.

he Russian bakery and cereals
market was worth Rub652.5
bi l l ion (US$25.5 bi l l ion) in
2008 and has grown at  a

CACR of 4.5o/o since 2001, according
to Datamonitor. The market is exoect-
cd to maintain the same pace of  expan-
sion in the future with the srowth rate
r.rnging berween Jou and 59o.

The strengthening of the ruble, sta-
ble growth in personal  incomes and
changing consumer pref terences are
cxpected to help expand the bakery
rnarket in Russia as consumers show a
rvi l l ingness to pay extra for premium

Prooucts.
Recent figures from investment bank

Lehman Brothers reveal that the aver-
;rge earnings of Russians have increased
fiom about $160 a month in 2002 to $540
llr Present.

Highest Consumption Rate
Russians have the highesr per capi ta con-
sumption rate of bread in Europe with an
average of approximately 100 kilograms per
person each year.  Al though tradi t ional
Russian black breads st i l l  dominate the
market, the demand for western-style bak-
ery products such as pasrr ies,  croissants,
baguettes and ciabatta has risen as dispos-
able incomes have increased.

Fazer Group's Russian Expansion

Having invested over Eur130 mitt ion in i ts operations in
Russia during the past ten years Frazer Group has emerged
as one of the country's leading bakers. Fazer first entered
the Russian bakery market in 1997 foltowing the acquisit ion
of a major i ty stake in the Htebnyi  Dom bakery in St
Petersburg. The Finnish bakery group currently controts
about 30% of the market in St Petersburq and the sur-
rounding area.

In 2005, Fazer purchased the Zvezdny bakery in Moscov,,
one of the biggest producers of frozen pizza and dough in
Russia, and more recently acquired a majori ty stake in
Volzhky pekar, the Leading producer of fresh bread and cof-
fee bread in the Tver region.

Fazer is now ptanning to bui ld a new bakery in St
Petersburg, involving total investment of over Eu1100 mil

[ion, to support its growth strategy in Russia. "The new bak-
ery wi[[  enable us to introduce new types of products and
increase our detiveries to other areas in Russia. The bakery
witl produce vatue added fresh and frozen bread and coffee
bread," says Harri-Pekka Kaukonen, who is responsible for
Fazer/s ooerations in Russia.

During the past three years, Fazer's bakery operations in
Russia have grown at an average rate of about 40olo annuatly.
Fazels Russian turnover in 2007 was Eur170 mitt ion (74"k of
total group revenues) and the division employs 3,700 peopte.

Indeed, Fazer Russia is one of three divisions operated by
the Finnish bakery group. The others are Fazer Amica, a lead-
ing contract catering company in the Nordic and the Balt ic
countr ies, and Fazer Bakeries, which produces bakery products
in Fintand, Sweden, Estonia, Latvia and Lithuania.
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r  BAKERY

lbonhart and the Russian Bread
Market

By Michael Shcherbinin, Russian Agent for lbonhart

fhe importance oFbread lor  Russians can
I scarcely be over stated. For man) ccn-

turies bread has been oF sacred sisnif icance
ro them.

In the years of famine bread was the only
food for the poor people.  And even in
modern history during the recent cr ises in
Russia (the depression of the early 90's and
the cr is is of  1998) the consumption of
bread dramatical ly increased. Taking this
into consideration, at the t ime of the Soviet
Union bread was considered as a social
product of great importance and i ts price
was strictly regulated.

For example 20-25 years ago when the
average salary in Russia was 150 roubles a
month, a 400 grams loaf of bread cost l8-
25 copecks (0.  l8-0.25 roubles).  At  the
same t ime the polythene bag cost 10-15
copecks, equivalent to up to 80% of the
price of the loaf. Such imbalances were pos-
sible due to the non-market economy
where.the prices for all products were set by
central government.

I t  is quite understandable, given such a
price ratio (price of packaging material was
equal to almost 807o of the product price),
that almost all the bread loaves were sent to
the shops unpacked. I f  no one had bought
this bread it would have become stale and
would have been sent back to the bakeries
for recycling.

\When an open market society emerged
the price of the bag for packaging was 5o/o
ofthe bread loaforice.

Under Russian hygienic standards bagged
bread loafs can be kept on the shop shelf
for up to 72 hours, so increasing the possi-

bi l i ty of the bread sel l ing. Furthermore, the
potential for the packed bread being conta-
minated is almost reduced to zero.

Packaging Programme
In 1995 the Moscow sovernment started a
packaging program for the Moscow bak-
eries. A soecial committee was establ ished
for this purpose, consist ing o[ bakery and
market special ists.

The commit tee analysed the si tuat ion
with regard to bread packaging on the
European market and came to the conclu-
sion that the most advanced kind of oack-
aging was plast ic bag with rhe t ied neck.

Unl ike other methods, such as f lorv-
wrapping and shrinking, this type of pack-
agelbag is not thrown away immediatelr '
after openir.rg, but serves as a disposable

(single-use) bread bin. l t  can
be opened and closed manv
times. This method of pack-
aging also al lows lor  the p,rck-
ing ofsl iced bread loaves.

European Experience
Between 1995 and I  99(r
members of  the commit ter
visited some European baken'
plants to get to know,thc
equipment installed and r.rser.l

there. As a result they chose the equipment
sLrppl ied by lbonhart,  based in Norwich.
England.

The Ibonhart equipment attracted their
at tent ion due to i ts service and mainte-
nance simplici ty as well  as because of the
rel iabi l i ry and durabi l i ry of: i ts design

Vhile visi t ing the Al l ied Bakeries plant
in London, members of the committee sa\\'
the Ibonhart equipment, which has been
working there since 1980. Vhen Edrvard
Zai tsev,  chief  technical  special ist  of  the
commit tee, saw the 

-"J in. ,  
working

smoothly in spire o[  bread crumbs, he
exclaimed: "These machines are for us!"

Market Debut
Thus in 1996 the f i rst  three Ibonhart
machines appeared in Russia. One of them
was instal led at  the 'Khlebozavod No6'
bakery, the other two were linked with the
cooler at the 'Cherkizovo' bakery.

Although machines from other European
and American comoanies were later
bought, Further experience showed that the
Ibonhart equipment combined both high
qual i ty and ecccprable pr ice.

In 1998 the'Kolomenskoye'  bakerv
bought i ts f i rst Ibonhart 18360 machine to
pack only unsliced bread and five years later
in 2003 this machine was l inked with the
Ibor.rhirrt  reciprocating sl icer LB90.

It  n'as the f irst Ibonhart sl icer in Russia
and fbr the Ibonhart special ists i t  was their
f lrst encounter rvi th Russian bread sl icing.
The nrachine * 'as provided with top oi l ing
and rr f i rrnre stroke of 65 mm.

Thc instel lat ion of: the f irst sl icer showed
t l ' r r r r  th is nr,rchine rv:rs abIe to s l ice only
f iec-l . .rkcd .rnd parrned white bread but not

In 2007, Ibonhart won a
tenderfor ten bagging and

slicing machines to be
installzd at fo ur Moscout

baheries.
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r ' \ 'c  en( l  rye : lnr l  t  hcrr t  l l  ixcr l  [ r rcet l  ( rvc

l lorrr  up to i0 ' ) r , ) .  I { t rssierr  breer l  is  r l r r i tc

t lcr tse enr l  st ic l<r 'encl  i ts  s l ic inq r l i lccr l l

. lcpencls on [)r ( )pef [ r le. le oi l ine

l lv thrr t  t inrc ( ,crrrran 
P|ot l r rccrs ol  s int i -

ler  ct lu iprner l  \ \ 'c fe i l l fc : r ( lv  fenr i l ier  wi th

rve brced sl ic inq becrr t rsc thc ( iernran brerr t l

is  velv s inr i ] : r r  t t ,  t l r , r t  in I t r rssie.- l 'hc
( icrnren beggcrs ucrc ct lu ipper l  u i th [ r : rnt l
(drrrnr)  s l icels.  uhcre el l  the l r l r rdcs nrovc in

thc srrntc r l i rccr ion.  nrel i ing i t  r r r r rc l r  cesicr

ro provir lc thc bl , r t lc  o i l ing opr ion.

ln 1005 the problcnr of  rhe r le l r reecl

s l ic inq arosc egein.  I lonocr,  Ibonhal t  t l rs

lcrrc lv to solvc i t  -  thc strol ic of- f lanrcs r l l rs

incrc,rsct l  up to ()0nrnr 
l rncl  bot tonr bler le

oi l ing u es i r r rp le nrcnttd.  \ \ ' i th thcse

opr ions,r l l  thc bl , r t lcs ncrc torrr l l l  o i led t l r r r -

ing s l ic ing rr lonq thcir  t i r l l  lcnerh en. l  thc

' l iccr  corr l r l  s l icc t l rc nt  , rnr l  *heer brcer l

Ioavcs (r le f loLrr  r rp t t ,  ( r0", , ) .

Major Contract
In 100-,  I [ ronhal t  r ron rr  tent lcr  f i r r  ten
l ,egginq rrrr t l  s l ic inq nrechincs ro be insr:r l lcr l
. t r  f i r t r r  \ loscol  br t l ic l ics. , \ l l  the nrechirres

lrer l  e f i r l l  set  o l 'opt iorrs srrch , rs e hal f  lorr f

b:rqqing trni t  rhet  cen prrc l i  both s l icccl  encl

rrnsl icct l  loaf  l re lvcs.

l ) r r r inq thc instel let ion,r l l  thc rnrrc l r incs

ne re er leptcr l  f i r r  r l rc pecl<:rging enr l  s l ic ing

ot- t l i f lcrent sol- ts of  breer l .  
' \ l l  

thc nrrrc l r incs

uere et1ui1.r1.rct l  u i th thc [ r r r i l t - in invcrtcrs to

ch,tnqc thc crr t t i r rg f ranrcs s1rcc. l .  ( )pcretors

cl ln I ro\ \ 'cho,rsc t l re best f - r ' l tnrc spccr l  to

sl icc rve brcar l .  l  h is , rvoir l t  t l rc : t l ) l )c:u r lncc

of thc rrnattr : lc t ivc glut{rn t r i lc(s on thc strr-

f r tcc of-rye loavrs.

[ )u l inq tht  tcsts sPcecls of  nrore thrrrr  ( r0

l , r , tvcs l t  l ) r i r )utc *c l r : rc l r i tver l  f i r r  s l ic inq

lrrcrrr l  l  i th r t  h iq l t  contcnt of  rvc i lour ( l i0( ' '

of  ryc,  so-crt l  ler{ '  l loror l  i  nsl i i r "  [ r rcrr t l  ) .

I l r . r r l r . r r t  ( . ln no\\  I ) r ( r ( lu\(  . r l l -1,11r '1r , , . . '

s l ic i r rg ent l  begging nrechincs.  In othcr-

u ort ls the Ibonlrert  nrechincs cerr  s l icc ent l

pecl< brclr , . l  lor tvcs of ' : rn l  conrposi t ion l r r r r l

o1 : tnv s l r : tpc inclur l  ing the f ' r 'cc-bel iccl

l , r . t r r ' ' , r l  r . l t  i , rur  !o l t l lguf . l t i ' ) t l \ .

I [ ronhert  hes plovcr l  thc t l r r r : rb i l i tv  enr l

re l iebi l i tv  of  i ts  ct l  r r ipnrcnt es,r l l  r l re

Ibonhel t  nrechincs inst : r l lcc l  in I { t rssirr  s ince

199(r  r t tc st i l l  *ork ing.

Local Specialists
l l tcarrse o1' t l rc l l -ont icr '  . r r r r l  crrst , rnrs berr ie rs
[ rctn 'een [ : r r rope l t r r t l  l i . r rssi ; t ,  i t  is  e lnrost

inrpossible to sLr l ) l )of t  . rncl  nr : r intein F-ngl is l r

cr l t r ipnrcnt dircct l l  f r .onr ( , reet  l l r i te in.

[ ) r rc to thcsc r l i f f lcrr l t ies nrrrnv leptr t r r [ rJc

f .uropelrn contg.r ; rn ics have f i i lcc l  to aclr ievc

r-c l rcrr t  sele s in I {ussie.  I  Iou e ve r .  Ibonlrart

co-opcrr l tcs r i  i t l r  e grorrp of  h iqhlr  s l i i l lcd

l{rrssirrn spccial ists that  cen provic lc rr l l  t l rc

ncccssi l r l  scn icc : tnr l  srrpport  to the blr l i -

er ics. ' l ' l re locl t l  l tqcrt ts rr lso recor l r lcnr l  to

Ibonhart 's  r lesigncls hon to nreer rhc

clrr tnqing nect ls of  cust()nlcrs i r r  thc besr

\ \ ' i l \ ' .

Int leecl .  the success ofrhc f i r re iqn conrp; l -

I r ies in I l t rssirr  is  l l l rset l  ( )n t \ \ 'o l<cy l l rctors:

I  .  ( .onst l rnt  i l r rprovcnrcnt of  rhc r l l rchines'

designs. to r lcc()nr l l ( ) t letc thc spcci f ic

pecrr l ier i t ics ol ' the locrr l  b lced anr l  ro

nrcct  thc nec. ls ofctrst0rrrers.

l .  I ) rcsencc of  a rc l ie[r lc I { r rssi l r r r  l lqcnt n()r

onlv l i r r  scl l inq l rut  e lso f i r r  proper servic-

ing: tnt l  In; l intert ; rnce of  thc solc l  cclrr ip-

Ibonhart has proued the

durabili4t and reliability of

its equipment as all the

Ibonhart machines installed

in Russia since 1996 are still

uorhing.

r835o
Whether Bread or Buns, in Polybags or Paper Bags; as an integrated system

or stand alone, the 18360 Bagger is the answer to your packaging needs
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