B BAKERY

€19 Billion Russian Bakery
Market Shows Eastern Promise

Western-style products have been gaining popularity within the vast but highly tra-
ditional Russian bakery markert.

he Ruisian bakery and cercals
market was warth Bub652 5
billion (LIS52%.5 billion} in
2008 and has grown at a
CAGH of 4.5% since 23001, accarding
o Drarnmionitor, The market s expece
ed b madrtain the same pace of expan
won in the future with the growth e
ranging bepween 3% and 5%
The srengthening of the ruble, st

bakery !:l'u-ul'- wtarted in Memoow, the
conery's leader in terms of con
womncr fastes, they are also now gain
ing in popularity in other major
Hirsnian caties

Leading Players

e Russian bakery marker comprs
e about 1000 bread Bactorics, cach
Pl:-.u|||..|n|'_ beetweent W oo SO g &

bile le-l.lﬂl I |lrr1|-ru.| incomes and dJ:.'. "I'“"E- wriihi 10,000 small and

meeadim-sized busineses

The leading Hussian haker in 2006
was Baliiyskiy Khleh, ollowed by
15 Prolewmrets Bakery and Khlebniy
[hsm an third |'||.1|.|.' HJ.'.mF rvesied
abour Eurl 30 million in developing
is tusinesa in Hussa during ihe pasi
ten years, Fazer Group has since

changing consumer preferences are
expected to help expand the bakery
markes in Russia as comsurmers show a

willinpgnes to pay sxtra for prembom
Although the shifi towards wesiern-styfe bakery geods siarted in
Moscos, the cowtry' s lesder in torms of consamery tastes, Bhey are
algn now gaining in popularity in other mager Rusclan cities

poroschuci

Revent fpuns From investment hank
Lehman Brothers reveal thar the aver
ape carnimgs of Ramsians fave increased
from about 3160 3 mondh 1n 2002 o 5540

48 r‘rl.'H:ﬂI.

Highest Consumption Rate

Russians have the highest per capita con
wemption rate of bread in Enrope with an
average of approsimately 100 l‘-lll'\rl.:rJ:Il.'H pet
perion each year. Alibough traditional
Rusuian hlack breads seill dominaee the

1

market. the demand for western-atyle hak
ery products such ax pastries, croiwanm
beiguertes and clabura has cisen as dispos

Western-snyle bakery products offer high- |

er profit marging compared to the 3%
available from dark bready,

U'nel rexently, marketr demand was saill
mainly for unpackaged bakery goods b
the trend b now sowards pre-packaged
products as supermarker chains realise che
bencfits of this change. Specialey cakes,
breads and snacks are popular as pites in
Ruissla, whene bread and wle are traditional-
Iy served 1o weboome Empostant gacits and
tor symbolise friendship and eruste

r|11r:|.:-:'|! an one of the country’s leading
hakenies. The Finnnh bakery glam il has
plans g0 eseablish a greenfield bakery in Si
Petersbsimy at a cost of over Eur 00 mallaon
{ver Pancl}

With the exception of Fazer, the Russian
bakery mrarket has renained the preserve of
Rissian companies bui thas s likely 1o
chanpge as fareign hakers sweek o make
inmoads. Indecsd, further pencrration of the
Russian bakery market by muloinanonal
bakery groups b expected 1 local compa:
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Fazer Group's Rusaan Expansson

Hawing inwested over Eorl 30 sillion fn its operations bn
Rursiia duting the past ben yean Frazer Group s emeged
m e ol the countrys lesding bakers, Farer fiest entesd
the Bxnrian balery mariet in 1997 following the acquiaition
ol & mifority stake in the lebnyl Dom bakwedy In 5t
Petersbarg. The Fimnith babery growp curnesily controls
aboal 0% of the market im St Petenburg and the sur-
roumding i

In 7005, Fazer purchased the Svexdny babery bn Moo,
oo of the biggest poducecs of froses pirm and dough in
Euisia, and mode tecently acouired @ majority stake En
Wolrhly pekar, the keadirg producer of fresh bhread and cod-
Fer boesd In the Towm tegion,

Fazer i mow plannisg to hwild & mew bakery in 5t
Petenburg, Fmendwing total Fveitment of ove Zurl0 mil

bon, to wppart ity growth sirategy bn Russia, “The new hak
ery. will emable ut to inbeduce nem types of products and
incredmee our dellvedies te other ses in Busla, The bakeny
will peoduce value added fresh snd frocen bresd and colfes
boead,” wivi Hand-Pelks Cogloses, who B responsible Tod
Fazer's pperations in Banada,

Dierirg the past three yean. Farer's hakery cgeratiant in
Ravtla huve gromn &t an seerage oide of about 407 annually.
Fape’y Russian tumower in 3007 was Bl 70 milllon {14% of
total group evenues) and the disdsion employs 2,700 people.

Indesd. Farer Russia b one of thees divisiont operated by
the Finnish hakery groug. The aiters aee Ferer Amica, 3 lsad-
ing contract catering company i the Nonfic and the Baftic
couritries, and Farer Babierie, which produced bakery products
in Finland, Sweden, Eiionds, Ladvia and Lithuania,
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PROCESSING ﬁ' MANUFACTURING

Ibonhart and the Russian Bread

Market

By Michael Sheherbinin, Russtan Agent for lbonhare

he importance of bread for Rissans can

scatvely be over stated. For many cen
muiries bread has been of sacred significance
1o them.

In the years of famine bread wan the anly
food lor the poor people. And even i
modern history during the recent crises n
Rixsina (the deprcssson of the carly ™y und

the crisis of 1798) the convumption of

biead deamarically increased. Taking this
kfto codsigleration, at the tme of the Soviet
Union bread was considered da g social
prosduct afl greae kmporance and it price
wai strictly regulanad.

For cxample 20-25 vears ago when the
averape salary in Busia was 150 roubles a
minnth, a 4080 grams beal of bread come 15
25 vopecks (0. 18-0.2% soubles). At the
iamc time the polythene bag cosr 10-15
copocka, cquivalent to up o 80% of the
price of the loal, Such imbalances were pos
sible duc o the non-morker econamy
whecre the prices for all prosducts were i by
ceniral govermmen

[r is qpuite undemtandable, given soch 4
price ratio [price of packaging matenal was
cqjudl to almoir 80% of the product prce],
that almoat all the bread loaves were wnt o
the ships unpacked. |F no one had bought
thin bread it would have become stale and
would have beein sent back w the bakeris
bor recycling,

When an open marker society emerged
the price of the bag bor packaging was 5%
of the bread loaf price

Lisder Baaban hygienic siandards bagped

bircad loaks can be kept on the shop shelf
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st Of am wrder of tem bagging and

e hunas supphed by lbonhart b0 four M
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Bikiny o the breusd selling. Furthesmane, the
|'-1~||'nru.| tor the ac Led bread b N COTVES

iminmiedl & almasr recbuced 1o pero

Packaging Programmse
I 1995 the Mowow povernment saned 2
|u|.i.J!_'u|_;; prisgram boe thie Moscow bhak-
e, A 1|'¢-r.,'i1.| commuinice 'was extablished
tawr II!I'. |1I]F=!-|.n|'. |.|'|II-.I'|.IIIL|L al |ulur'. anid
market specialis

Ihe committes analysed the situation
with regard 1o bread packaging on the
hm:-|'-:un marker and came w the concle
'.il.ll:l I:!IJI l]lq; Gk Jl,‘|'| J.I!u..l'i! L‘.lﬂl,l ||P. |,1.1. L
aging was plastic |:u|_-: with the tied meck.

LUnlike ather methody, such s flow
wrapping ascd '.I‘IIII1]£HI|.'_. s type of pa k
JFI.".b.'l:!: L& T I|‘|1'||l¢1|'| AWAY ||r|m|-|:|t.'|:--||
after Opening. bui serves ax = q!|'.1~|~-=:|||||-
[single-use) bresd bin, It can
be opened and closed many
vimey. This mevhad of pack-
aping adsin allsmws Fise I|1r | k-
i||.!_' l|-|.l||.i..|,'|‘| |'|r:4|1 ||'|,:'||."\-

Europapn Expertence

Herween 199% and 1996
members of the commines
winiced somie I'urnpqun haken
ill,lrllil Tii Fi_‘1 (18] Ii_l!u.l-'ﬂ r|'||
Ex|udpERenl inatlled gl s
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While visiting the Allied Bakerics plant
in London, members of the committee saw
1|!.|.' ]1'\-|1I1|‘||rl i.'|.|||.||'|l|!.|;r|l_ 'nll:l,l| ]l;'\. l,hffn
working there since 1980, When Edward
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Market Debut

Phes in 1996 the first three [bhanbar
machines appeared in Russia, One of them
ik |.l|ﬂJH|_'|_| 14 I|-||_' Hilh‘hurnlld .-"a:-llll
bakery, the other two were linked with the
|.|H|||,'.| a1 ||'||_' [.|1|_'rL,i.'||1.-|-. h\.l;.,l_'l:l._

'I-|I|Ir"u_|.'|-| machines from other | Ly
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bought, further experience showed thar the
Ibonbar equipment combined both high
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Im 1995 the "Kalomenskove bakers
bouglht s first Thonhan 1360 machine w
pack only unsliced bresd and five yeans lares
en 200% chis machine was linked with the
I husre FECHPIOCATTE slicer LBH)
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and lor the ||'|1II1|1.1EI 'hl‘h_'ql|]||'||'h il WEas 1||r|-
ferse encounter with Russian beead alicing
| e :||J|_|I|||I' L] |'-|||'\.'|-E|_'|j '.'l.'lﬂl ||_||,| |||.|;|1|_'|
and a frams .-.:1'\-|-,|.' in] ] alin!

|:'|.L arsqall o o I::I|i_' “r'l.l |.||.L|_'r I.I'||'|“':|.I
that 1Thisa '!:J....-'|||1..' [ EERY .1h|; fis 'a.ll.q_r |.|-|1LII
frec=haked and panned whiee bread Buar nod

In 2007, Ibonhart won a
slicing machines to be
installed at four Moscow
bakeries.
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Major Contract

lm 2017, Ibonhirt won tempder tar fen
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ar fmer Moscoaw bakierice. All the machines
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Is the appearance
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Dhuring the tests speods of mare than 60
laves 3 minute were achieved for slicing
bread with a hiigh content of rre Bowr (RO
s-called “Borodumkn' bread]
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Ihoathart can pow produce all-purpos:
in other
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[bonhart b proved the durmbility and
reliabiliny of v equipmont as all chq
Ibonhar machines installed in Rimsds mnc
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Local Specialists

Beocansse of the fromtier and costomns bamiens
ciween |'I!ll|2". e FKuossia, b s almost
impaasible po support and mainin Eopglish
cquipment dorectly froms Lirear Britain
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Thonhart has proved the
durability and reliability of
its equipment as all the
Thonhare machines installed
i Bussta since 1996 are seill
e "Fr*]" Hg'-

‘Whether Bread or Buns, in Polybags or Paper Bags: as an integrated system
‘or stand alone, the IB360 Bagger is the answer to your packaging needs
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