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Laws are tougher, but
smoking is the same

Despite strict new regulations, including the requirement for

graphic health warnings, there has been no impact on production

and consumption figures so far.

I n Russia, the Law "On the Protecion
of the Health of the Population
against the Impact of Environmental

Tobacco Smoke and the Consequences
of the Consumption of Tobacco" was of-
ficially published on 26 February and
came into effect on 1 June 2013.

The Big Anti-Tobacco Law

It took a long time to draft the law, but
the result is poor. Only those provisions
are relatively clear that were motivated
by the powerful lobby of pharmaceuti-
cal companies and retail chains. Re-
pressive measures against smokers and
small retail outlets are quite specific.
Meanwhile, the provisions that were in-
cluded in the law pursuant to the WHO
Framework Convention prohibit things
that either no one did or no one is going
to stop doing. For instance, smoking in
public transport, at petrol stations or in
shops was not really common in Russia,
but now it is forbidden officially.
In terms of restricting smoking proper,
the law adds almost nothing to the pre-
vious Tobacco Limitation Act. The old
law had prohibited smoking in the
workplace and at educational, health,
cultural, and sports institutions since
2002, but was it ever controlled? And no
one smoked in shops, at government in-
stitutions, or inside airports and railway
stations. Well, now one will have to go
15 metres away from the entrance to a
railway station or airport. At the same
time, the law does not prohibit smoking
at bus/tram stops, despite numerous at-
tempts to do so. Neither does it prohibit

smoking on train platforms: a ban is only
introduced for suburban trains from the
summer of 2014. No such restriction is
provided for long-distance train plat-
forms.
Some provisions can only be explained
by the specific Russian political situ-
ation: destruction of an entire sector of
small business (kiosk trade) is not
required from Russia by the Framework
Convention and is unthinkable in any
country that has chosen development
as a market economy and is interested in
protecting its businesspeople as a class
that is crucial to a healthy economy.

Deathblow for kiosks

The implications of the law for business-
es are very grave. First of all, it is patent
repression against kiosks and small
trade in general. Specialist tobacco
kiosks are banned in principle, although
the law does not say this directly. The
rest must remove tobacco from their
shelves. After the exclusion of beer and
tobacco from their trade from 1 January
2013 and 1 June 2014 respectively, an
overwhelming majority of kiosks with-
out particular specialisation (such as
press or dairy products) will fall below
the breakeven level and their owners
will have to close down. They are even
unlikely to wait until June next year. It
would be logical to try and change the
line of business before it is too late.
There is not much sense in switching to
the format permitted for tobacco trad-
ing, i.e. with a shopping area, because
display will also be banned from June

2014. There is a high probability that to-
bacco advertising at points of sale will
be banned too, the final decision is ex-
pected in September 2013. A new spe-
cialist shop will look like a hospital or a
police station, but not like a place
where tobacco is sold. Promoting such
an outlet and attracting clients will not
be an easy task. Trade without show-
cases as declared by the law is not regu-
lated in specific detail, there are just a
couple of references in the law. They
say there must be a price list showing to-
bacco products in alphabetical order in
black. However, it is unclear who must
compose the list and what it must in-
clude (everything that is sold in the
shop or everything that is on the Rus-
sian market?). In what way must cigars
be sold and in what way cigarette paper
for RYO which is not a "tobacco pro-
duct"? Few small shops will venture on
trading tobacco after 1 June 2014 be-
cause they will most likely be fined in
any case, or investments (at least in
closed cabinets) will have to be made.
Specialist tobacco retailers who have
for decades developed their one
hundred per cent legal business and
paid taxes and wages are left with no
way out at all. Only amateurs who have
never built a business can claim that
converting a trade business to another
form of business is an easy task. Protests
against the law were lodged by all small
business associations, trade unions, a
number of competent experts, and
many cultural figures, but did the Duma
members pay any attention?
The motivation behind the law and its
rapid passing in spite of civilised pro-
tests from half the adult population of
the country are nothing to do with the
health issues associated with smoking.
"That's not what the law is about at all,"
as Duma member Aleksey Mitrofanov
observed quite rightly. It was passed to
redirect financial flows to supermarket
chains. In the process the law will des-
troy the retail market structure that has
built up over 20 years plus, and throws
it into chaos. As a result, chains will
naturally benefit and boost their sales
considerably, but some of the market
will become a shadow market and be
rife for criminal activities.
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Either fly or smoke

The cruellest provision of the law is a
complete ban on smoking in airports.
The existence of smoking rooms is from
now on outlawed. No matter if your
flight lasts three, five, or twelve hours,
plus an hour or two (or even three for
flights to the US) spent in the airport,
you cannot have a puff legally now, you
will just have to suffer. However,
people have different degrees of depen-
dence on nicotine. Some can easily ab-
stain from smoking for a week, but for
others an hour without a cigarette is tor-
ture. And, of course, the Health Ministry
is perfectly aware of how hard forced
abstention can be for the human system,
and not only psychologically. But then it
is for the good of smokers, isn't it?
The civilised world to which Russian
regulators like to refer, has long ago
solved this simple problem of co-exist-
ence of smokers and non-smokers in an
airport or in fact, any other major build-
ing. Modern materials and technologies
fully allow the installation of entirely
isolated spacious and comfortable
rooms, with effective ventilation and
filters, and thus securing a place for
smokers inside an airport which will ab-
solutely not disturb anybody else. And
often the air in these climatised rooms is
better than the air in "normal" rooms. So
this is a solved problem, there is no need
to reinvent the wheel and lay claim to
WHO medals for extreme cruelty to-
wards one's own fellow citizens.
Neither the Skvortsova ministry nor the
parliament's lower house are up to
speed on this modern technology. It is
easy to imagine how the average moder-
ate Russian smoker will react, let alone a
heavy smoker. If there is no "sanctuary
to smoke" - they will smoke anywhere:
a toilet, a cafe, the departure lounge,
etc. The experience of the Vnukovo air-
port which closed its smoking rooms
before the ban to please authorities has
already proven that. And smokers won't
be stopped by unnecessary harassment.
The result is unnecessary confrontation
between smokers and non-smokers.
Who will benefit, who will feel better?
Nobody.
In China a total ban on smoking in air-
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ports imposed in June 2011 lasted only
six months and was cancelled and: an
urgent decision was made
to restore smoking rooms.
In more than half of the Eu-
ropean Union member
states smoking rooms in
airports are not just per-
mitted, but required by
law. There is no country in
the world where such ab-
solutist and poorly con-
ceived bans could be im-
posed like those in Russia.
With regard to smoking
and heavy drinking, even
Putin stated "We will achieve nothing if
we use bans alone, we have seen this al-
ready in our history..."

Introduction of graphic warnings

Current requirements for the placement
of warnings are regulated by the Tech-
nical Regulation on Tobacco Products
(Federal Law No 268-FZ of 22 December
2008). Under the Regulation, the Health
Ministry is entitled to alter texts, includ-
ing the introduction of graphic and
combined warnings. That was what the
Ministry of Health and Social Devel-
opment did a year ago (Order No 490n
of 5 May 2012) when it approved "text
health warnings accompanied by pic-
tures." The order was published in Ros-
siyskaya Gazeta newspaper where the
pictures (a total of 12) were displayed in
black and white only. The industry and
its associations had to make consider-
able efforts to get the ministry to publish
high-quality pictures on its website.
Today every manufacturer (importer) of
tobacco products and everyone in gen-
eral can download them from there.
Those combined warnings will replace
additional text warnings from June 2013-
That is, they will have to be printed on
the back of the pack (of cigarettes) and
occupy 50 per cent of its area. The rules
for placing text warnings (in particular,
those for additional text) set forth in the
Technical Regulation also fully apply to
other (non-cigarette) tobacco products.
Can cigarettes and other tobacco pro-
ducts be sold in old packaging and for

how long? This matter is governed by
the same Technical Regulation. For any

change of packaging, for ex-
ample during a brand design
update, not necessarily con-
nected with government
regulation, the manufacturer
(importer) submits a declar-
ation of conformity for every
product. Under the law, the
declaration of conformity is
effective for five years from
the day it is submitted. Once a
declaration terminates, re-
spective products can be re-
tailed for one more year.

Thus if your most recent declaration of
conformity is submitted, for instance,
on 1 August 2012 in connection with an
update of the design of a certain variety
of cigarettes, these cigarettes (without
graphic warnings) can be retailed with-
out any trouble at all. Since for the over-
whelming majority of cigarette manu-
facturers and for most brands it has be-
come customary to update design at
least once a year, there is actually no
"expiry" problem for old packaging: any
stocks will be sold out within four or
five years. At the same time, retailers
should not accept products from sup-
pliers with the date of manufacture (or
customs clearance for imported pro-
ducts) given as July 2013 or later and
without a scary picture. Such products
will get them into trouble during an in-
spection and result in fines for violating
tobacco trade rules.

Stable consumption

To conclude this overview of the latest
tobacco regulation in Russia let's have a
look at production figures for 2012. Pro-
duction and export-import results in
2012 and the overall market dynamics
in the last five to ten years give evidence
of stability of tobacco consumption in
Russia.
Production grew to 410.2 billion ciga-
rettes in 2012. However, if export (+4.5
billion) and import (-1.2 billion) dy-
namics are taken into account, the re-
sulting 404.5 billion are no different
from the latest figures of the Federal Ser-
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vice for State Statistics (Rosstat) for
2011: the same 404.5 billion pieces. A
year ago, though, the total was 400.6 bil-
lion, according to Rosstat's preliminary
results, so the current 410.2 billion may
also be adjusted in the future by Rosstat
itself. In any case, the stability of do-
mestic consumption is impressive. Un-
doubtedly, there must be some expla-
nation for a decline in sales in
2009-2011 recorded by Nielsen's
studies of the retail segment with which
both manufacturers and distributors
agree. Perhaps grey export from Russia
increased then and now remains at the
same level. It may not be observed by
the research company, but is inevitably
included in the production statistics.
Another explanation is the noticeable
growth in internet sales of cigarettes
which also remain invisible to the re-
searcher measuring real-world retail
outlets, but are present in the produc-
tion figures. No one has so far seriously
studied these realities in Russia. What is
important here is that growth in alter-
native sales (grey export, domestic in-
ternet sales, or a combination of both)
must accurately compensate for the de-
cline in the studied sales relative to
2005-2008 which totalled about 10 per
cent of the market capacity. Otherwise
production could not demonstrate such
stability.
However, it seems more natural to think
that consumption of tobacco products
in Russia has in fact been stable in the
past years and that there have been sev-
eral special developments in the market
which are not particularly significant.
Of course, Nielsen may well have
measured a real decline in retail sales in
its observations and there are lots of rea-
sons with which to explain this, poss-
ible methodology imperfections, or for
example, the desire of retailers to
transfer an increasing portion of their
turnover to the shadow market.
It is another matter that for tactical con-
siderations all manufacturers would
benefit from supporting the thesis of a
decline in actual consumption of to-
bacco in Russia: it is a serious argument
in favour of milder government regu-
lation - what is the need for repressions
if consumption has started to decrease

without them? Now that all key aspects
of the regulations are clear and there is
no point in discussing relaxation of re-
pressions against the industry, the thesis
about "a decline in consumption" has
lost its weight. It is time to speak about
a "market recovery."

Stable production as well

In any case, production statistics have
been absolutely stable within the range
of 405-415 billion in the last eight years.
The consumption has not changed sig-
nificantly in the last few years either.
The standard of living in the country
and the degree to which people are
worried about their future has not va-
ried either. Given outward stability, we
have not smoked less during the Putin
era in Russia and we most likely won't in
future. No doubt some consumers will
switch to Belarusian tobacco products
or to Chinese ones. The resulting
measurable decline in retail sales will
then be presented as success of the ap-
plication of the new law.
As for the 2012 results of individual com-
panies, the situation here basically re-
mains stable too. All multinational com-
panies demonstrate a moderate growth
in output. The Rostov-on-Don based fac-
tory Donskoy Tabak, just like we pre-
dicted from its performance in 2011, has
begun a downward movement. Al-

though its own report for Rostov-on-Don
newspapers cheerfully announced new
records, Rosstat figures do not confirm
that. In reality, production dropped by
almost 4 per cent for Donskoy Tabak in
2012. A greater decline is demonstrated
only by the aggregate performance of
"all other factories" which include both
increasing (e.g. KT&G Rus in the Ob-
ninsk and Omsk factories) and decreas-
ing (e.g. Pogar and Usman) outputs.
There is nothing definite to say about
some of the smaller companies. For in-
stance, Baltic Tobacco Factory manufac-
tured 4 billion cigarettes in 2012 accord-
ing to the Russian statisticians, slightly
increasing its output compared with the
previous year. However, the manage-
ment of the factory maintains that it
made 10 billion pieces, while according
to Europol which comes across Jin Ling
cigarettes from Kaliningrad in every part
of Europe, the Baltic factory makes at
least 20-22 billion a year. It is next to im-
possible to know the truth.
In total, a little over 20 tobacco facilities
continue to operate in Russia. Five com-
panies which control 10 manufacturing
centres (induing Yava which has now
been closed own) account for 96.9 per
cent of the entire tobacco market. The
market shares of companies calculated
according to production allowing for
export and import (see table) correlate
well with the market share figures from
Nielsen. Maxim Korolev
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Total Russia 410,2 1,4%

JT International 145,6 0,1% 36,5%

Philip Morris 99,1 2,9% 25,2%

BAT Russia 80,6 5,5% 19,4%

Imperial Tobacco Group 40,3 5,5% 8,9%

DonskoyTabak 31,8 -3,6% 6,5%

Other companies 12,8 -15,8% 3,4%

Share of top 5 companies 96,88%

Total top 5 397,4 2,1%

Share of multinationals 89,13%

Total multinationals 365,6 2,6%
Quelle:


