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Kiosk era decline in Russia

On 25 January 2013 the lower house of the Russian parliament considered and approved in the sec-

ond reading the Bill "On the Protection of the Health of the Population against Tobacco Smoke and

the Consequences of the Consumption of Tobacco."

A t the time this TJI issue is pub-
lished, the law will most likely
have finally been passed and

signed by the president. Its key provi-
sions were fixed in the second reading
and their implications can already be
discussed. Without exaggeration, the
law will be fatal to the entire system of
retail sale of tobacco products in Russia.
Numerous other restrictions and bans
stipulated by the law are either unen-
forceable, duplicate earlier adopted
regulations, or require additional time-
consuming amendments to other laws.
But the two main provisions on the re-
tail sale of tobacco will have an immedi-
ate effect.
The first one is the introduction of a dis-
play ban. Here, Russian health officials
who drew up the law decided to go a
step farther, not only than Europe, but
almost the entire world. There are still
too many vague points in the Russian
version of the ban, and there is a long
way to go which will include plenty of
debate, official explanations, and liti-
gation. Suffice it to mention that the dis-
play ban in its present form will destroy
any legal cigar business in Russia.

The end of kiosks?

But the second provision of the new law
regarding the retail sale of tobacco on
the contrary puts an end to the long his-
tory of Russian kiosks. They are prohi-
bited from selling any tobacco products
from June of 2014. The right to sell to-
bacco is limited to shops that have a
shopping area, no matter how small it
should be. The Health Ministry law draft
initially included a ban on selling to-
bacco for all retail outlets with a shop-

ping area smaller than 50 square metres,
which seemed to be patent lobbyism for
the interests of supermarkets which
would gain control of 100 per cent of to-
bacco-generated revenue of about USD
20 billion (EUR 14.8 billion). At the time
the bill appeared in 2011, retail chains
in Russia accounted for just about 20
per cent of this amount. It was that ob-
vious use of government regulation for
unfair competition that was particularly
resented by small business and associ-
ations representing its interests. The
provision did not pass the second read-
ing and now the elimination of kiosks
will benefit all other kinds of retail out-
lets, including rebuilt kiosks with a
"shopping area" literally for one person.
Interestingly enough, declared in the
law, just like in the WHO Framework
Convention, the goal of the restrictions
on retail to reduce availability of to-
bacco products will not be reached
eventually because tobacco will enter

the range of thousands of shops where
it was not present before (for example
in mobile phone shops or pharmacies)
because no licensing of sale of tobacco
is suggested.
Strictly speaking, the ban on selling ci-
garettes in kiosks does not mean that
they will automatically shut down
everywhere. It certainly does for spe-
cialised tobacco kiosks, but their share
is comparatively small. For other kiosks
tobacco is not a dominating category in
revenue though, yet it is a factor that
generates traffic. Kiosks are usually lo-
cated in convenient places near public
transport stops, metro stations, or at
busy crossings. Buying a pack of ciga-
rettes every day, the customers also
bought chewing gum, a drink, or choc-
olate there. Before 1 January this year,
one could also buy beer in kiosks, but a
ban that has come into effect has signifi-
cantly undermined the cost-effective-
ness of this small business. With the dis- •
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appearance of beer, related products
are also losing out: crisps, dry bread,
nuts, dry squid, etc.

First beer, now cigarettes

Now cigarettes will also be banned. The
reduced buyer traffic factor, as people
will now have to buy cigarettes, beer,
and chocolate at a supermarket, along
with direct losses of revenue will force
many business people to wind up. Even
officially (by the Economic Devel-
opment Ministry) it is estimated that
160,000-170,000 small retail outlets
will be closed once the cigarette sale
ban takes effect. Estimates by the Kiosk
Owners' Coalition are about three times
as high. Every kiosk, every such small

Six months before the
discussion of the anti-to-
bacco bill in the Duma,
as the debate about des-
truction of small retail
business through fed-
eral bans on entire cat-
egories (alcohol, beer,
tobacco) was in full
swing, an online survey
was conducted at www.
rustabak.ru on the sub-
ject "Are small formats
doomed to be driven out of retail trade
in tobacco?" Out of the three possible
generalised options, like "yes," "no,"
"not sure," over two-thirds of the re-
spondents chose the first one. Only 1.64
per cent of those surveyed believed that
there would always be kiosks in Russia,
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company equals three to four jobs be-
cause kiosks in Russia are usually open
seven days a week from early in the
morning till late at night and have a staff
of two to three assistants working in
shifts. No arguments had any effect on
members of the State Duma or the gov-
ernment. Declaring in their speeches
the importance of support for small
business, the Russian government pur-
posefully destroys it under the guise of
fighting beer alcoholism or smoking.
Why so?

that this was just temporary "bullying"
and they would soon be left alone. An-
other 11.48 per cent who also selected
the negative answer think that an offi-
cial ban on selling tobacco does not
necessarily lead to closure of all kiosks-
they will just continue to do so illegally.
By the way, in the first few weeks of
2013 that forecast was confirmed with
enough certainty in respect of beer: it
disappeared from kiosks windows, but
remained on sale. In all, a little over 13
per cent of the respondents disagree

that tobacco is doomed to
leave small retail outlets.
Sixty-seven point two per
cent of those surveyed
agree with this inevitability,
selecting one of the follow-
ing three answers: "Yes,
this is part of business des-
truction policy" (36 per
cent), "Yes, chain lobbyism
cannot be resisted" (18.9
per cent), and "Yes, this is
part of the "Bloomberg Initi-

ative" anti-tobacco agenda" (12.3 per
cent). However, this last option must be
recognised as being emotional rather
than rational. The "Bloomberg Initi-
ative" has no special goals in respect of
destroying Russian kiosks, but has how-
ever become a synonym for anti-tobacco
activities in Russia. To the best of our
knowledge, no "Bloomberg Initiative"
grants have been given specifically to
fight retail sales of tobacco in Russia. No-
netheless, the point of choosing this
answer is quite clear: the anti-tobacco
movement is the third possible benefici-
ary of this economically absurd measure,
along with retail chains and the political
authorities of modern Russia.

True goals

The true goal of the regulation is not the
reduction of beer or cigarette consump-
tion for the sake of public health, but
more likely the destruction of the class
of independent-minded, small business-
people. Interestingly the provision on
50 square metres of shopping area in
the original Health Ministry bill is unan-
imously linked by observers to Mr and
Mrs Yanin. Dmitry Yanin, an eminent
anti-tobacco activist, the largest grantee
of the "Bloomberg Initiative", and was a
member of the Health Ministry working
group which drafted the bill. His wife,
Marina Yanin, was at that time vice
president of government relations at the
largest Russian retail chain, X5 Retail
Group. But then, Tobacco Control is
often about power and profits masque-
rading behind a health issue, but no-
where as blatant as in Russia.
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