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Dear friends,

For the second time in a row we are publishing a special supplement dedicated to the French economic presence 

in Russia.

This year, we decided to highlight the regional development of our companies. The extraordinary impetus 

prompted by the France-Russia Cross Year in 2010 is continued by the consolidation of the cooperation with regional 

authorities, concerned about the promotion of their economic and human resources.

From the Black Sea to the Ural Mountains (or even to Lake Baikal or to the Pacific seaside), the number of French 

investment projects keeps increasing, and they have actually materialized, which is the key.

This very supplement aims at providing a thorough understanding of this wide market. 

Now more than ever, with the success of the three hundred companies in the CCIFR community, we are deeply 

convinced that the future of the Franco-Russian cooperation is at stake beyond the two countries’ capitals.

On these pages, you will found out to what extent French firms have taken up this challenge!

Sincerely Yours,

This year, billions of dollars will flow from France to Russia in the form of technological, industrial and retail invest-

ment, while many of those same investor companies will pull in billions of dollars in Russian spending. That money will 

be spent on groceries at Auchan, cars from Renault and cosmetics from Lancome. There also will be French companies 

working in oil, gas, logistics and construction.

It will be, in short, a continuation of the strong economic relations between the two countries.

The map and company list in this publication show the extent of business ties between Russia and France. Close to 

400 French businesses have offices or factories here. Even more notable, however, is the breadth of investment: French 

companies across a wide variety of sectors have opened offices throughout Russia. 

The relationship isn’t without controversies. Vinci is the road builder behind the Moscow-St. Petersburg highway 

cutting through the centuries-old Khimki forest, and the much-touted deal over the Mistral, the French helicopter ship, 

was long held up by disagreements over pricing and technology sharing. Yet, after years of business deals and centuries 

of cultural engagement, the French-Russian relationship remains a resilient one. 

Our reporters, from The Moscow Times, Vedomosti and St. Petersburg Times, bring you a detailed picture of French 

business in various regions. Our partner in this project was the French Chamber of Commerce, which provided excellent 

insights and figures. At the same time, we reported these articles without obligation. So read on for a clear-eyed view 

of what’s new between Russia and France. 

P.S. You can also read our web-exclusive interview with Tatarstan's minister of industry and trade, Ravil Zaripov, about 

the potential for continued French investment in the investor-friendly republic.

www.themoscowtimes.com/guides/country_supplements/index.php

Rachel Nielsen, Editor

Alec Luhn, Deputy Editor

Emmanuel Quidet, President

Pavel Chinsky, General Director 
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L’Oreal Adds a French Face 
To Kaluga’s Business Hub
THE COSMETICS

GIANT CITES 

PRETTY TAX RATES 

AND HANDSOME 

HELP FROM 

OFFICIALS FOR ITS 

DECISION TO OPEN 

IN THE REGION.

in Russia, Georges Chichmanov, said in an inter-
view at the Kaluga factory. 

While Paris is an international center for 
beauty products, the Kaluga region is a hub of 
international enterprise within Russia. Joining 
South Korean electronics maker Samsung, Swiss 
food company Nestle and Swedish automaker 

Volvo Trucks, L’Oreal is a case study of how and 
why the region attracts foreign investment: The 
local government has created a low income-tax 
rate and a business-friendly reputation, drawing 
foreign corporations that want to get a foothold 
in Russia’s consumer market.

The L’Oreal brand isn’t new to Russian 
women. But today, the company, which started 
operations in Russia in 1990 through a French-
Soviet joint venture, has become one of the most 
popular cosmetics brands in the country.

L’Oreal reported revenue of about 600,000 
euros for 2009, the most recent year for which 
the company has disclosed its Russian sales 
figures. The Russian market is the company’s 
eighth-largest in terms of sales, company 
managers said, and L’Oreal Russia experienced 
17.6 percent growth in the first half of 2010. 
(Figures for 2011 aren’t available yet.)

That’s part of a widening market. Overall, 
the Russian cosmetic market grew 3 percent to 5 
percent last year, and it could increase another 7 
percent this year, Renaissance Capital estimated. 
According to marketing agency Staraya Krepost 
ExpoMediaGroup, the whole of Russia’s cosmetics 
market reached $11 billion in 2010.

The French cosmetics firm has made suc-
cessful inroads. L’Oreal’s advertising catchphrase 
— “Because you’re worth it” — has turned into 
a household phrase, used by politicians and 
comedians alike. In 2004, liberal newspaper 
Novaya Gazeta even used the slogan to headline 
an article about minimum wage.

V
ORSINO, Kaluga Region — L’Oreal 
Group's factory here is designed 
to pump out 120 million cos-
metic products a year, hair dye 
kits and bottles of shampoo to 

be sold in Russia, Ukraine, Kazakhstan and 
Belarus.
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The factory is no small commitment. The 
French cosmetics giant invested 26 million 
euros ($37 million) in this Kaluga region plant, 
according to L’Oreal figures. 

“France is the motherland of cosmetics, but 
the group had a very good and recognizable 
image in Russia,” the general secretary of L’Oreal 

By  Alexander  Bratersky

L’Oreal’s blue-striped factory in the Vorsino industrial park. It makes hair dyes, shampoos and conditioners.
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L’Oreal opened the plant in Vorsino, its first 
in the former Soviet Union, in September. 

“After we had decided to invest, the first 
thing we did was look at the Moscow region,” 
Chichmanov recounted. “Kaluga offered us 
good terms, and there we found a very profes-
sional team [in the government] that showed 

us the region’s strong potential,” he said.
“We found a reliable partner,” he added. He also 

described Kaluga Governor Anatoly Artamonov and 
his administration as professional.

L’Oreal isn't the only French company in the 
region. There is, for example, the car assembly 
plant launched by PSA Peugeot Citroen and 

A L’Oreal billboard with actresses Penelope Cruz, left, and Eva Longoria beckoning lipstick lovers.
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Mitsubishi Motors in April 2010. The joint enter-
prise, called PSMA Rus, is 70 percent owned by 
PSA and 30 percent owned by the Japanese 
automaker.

The Kaluga region, a three-hour drive from 
Moscow, boasts more than 150 investment proj-
ects. According to figures provided by Kaluga’s 
regional development agency, the area is sec-
ond only to the Moscow region in direct for-
eign investment, which has totaled $4 billion 
since 2006.

Svetlana Kozenyeva, marketing head of the 
regional development agency, said L’Oreal was 
attracted by the region’s tax benefits, its sup-
port for business “and a number of foreign 
companies already present in the region.”

 In 2009, the Kaluga region introduced a law 
that lowered the income tax to 13.5 percent for 
strategic investors in the region. Investors that 
sign an investment contract with the region and 
put up 100 million rubles to 300 million rubles 
for the project are eligible for tax relief, which 
lasts up to one year. The tax relief period can be 
doubled for bigger investments.

Kozenyeva said the presence of fellow 
Frenchmen in the area has also helped bring 
in companies. “French businessmen tell us, ‘If 
French investors are present, then there is no 
corruption,’” she said.

L'Oreal's Chichmanov said the Vorsino indus-
trial park was a key factor in his company’s deci-
sion to choose Kaluga. Local authorities provided 
L’Oreal a plot in the industrial park that had all 
needed utilities, such as telephone lines and 
electricity, already in place. It is already a popular 

place for foreign business: L’Oreal’s neighbors in 
Vorsino include Samsung and Nestle.

In addition, the company, which was search-
ing for a location close to Moscow, settled on 
Kaluga because of its location and the overall 
good terms offered by the local government.

To be sure, the Kaluga region gets something 
in return for its generosity with tax rates: jobs 
and economic development.

Vladimir, 40, a forklift driver from the small city 
of Naro-Fominsk in the Moscow region, said he was 
lucky enough to get hired by the factory, which now 
employs 120 people. Referring to undependable 
paychecks at some Russian companies, he explained, 
“This is a stable salary, and I can save some money.” 
Vladimir said he earns about $700 a month.

“Being close to cosmetics is a natural thing 
for every woman,” said Yelena, an accounting 
manager at the plant. In her early 30s and 
the mother of a 10-year-old boy, she named 
the beauty factor as one reason for working at 
L’Oreal. She also noted the stable salary and a 
chance to work for a well-known Western brand.

The Kaluga region factory was constructed 
in such a way that its facilities can be expanded 
to accommodate more workers, Chichmanov said, 
and L’Oreal has said the number of employees 
will reach 300 in the near future. Georges Chichmanov, general secretary of L’Oreal Russia.
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In addition to investing in Russia, L’Oreal has supported young female scientists in Russia by 

providing 10 scholarships a year to female scientists less than 35 years old who work in fields 

such as chemistry, physics, medicine and biology. The fellowships are a joint project with 

UNESCO and the Russian Academy of Sciences. According to the program, 25 female scientists 

have each received grants of 400,000 rubles ($14,000). One of the scholarship recipients, bio-

physicist Natalya Shishatskaya, was also honored with a presidential award in 2010. Georges 

Chichmanov, general secretary of L’Oreal in Russia, said that “this project is aimed at helping 

young women continue their scientific research in Russia.” Said Chichmanov, “While we are a 

company that sells beauty products, it is not a question of evaluating beauty. We are evaluating 

the women’s impact on science.” 

Alexander Bratersky

A Pretty Sum of Money

‘Kaluga offered us good terms, and there 
we found a very professional team that 
showed us the region’s strong potential,’ 
said Chichmanov, L’Oreal’s Russian chief. 
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Winning the Gallic 
Car Wars in Russia
PEUGEOT AND CITROEN TRAIL RENAULT IN RUSSIAN SALES, BUT ALL THREE BRANDS 
PLAN TO INCREASE PRODUCTION AND REVENUE IN RUSSIA THROUGH PARTNERSHIPS.

to statistics compiled by the Association of 
European Businesses. Its Logan model, which 
goes for 327,000 rubles ($12,000), was the 
highest-selling foreign car in Russia in the first 
quarter of 2011, the AEB said. It isn’t a new 
entrant to the market: Renault has been assem-
bling cars at its Avtoframos production plant in 
Moscow for years.

Car market analysts expect the Russian car 
market to increase by leaps and bounds as it 
recovers from the market downturn of the past 
few years, and auto executives said in interviews 
that they share that expectation.

Francois Provost, deputy managing director 
of Renault Russia, said his brand wants to follow 
and even outpace the current upward curve of the 
Russian car market by increasing production and 
opening new dealerships in midsize cities. This 
year, Renault plans to nearly double output at 
Avtoframos to 160,000 cars per year by adding a 
night shift, as well as open 10 dealerships, the exec-
utive said. Renault already has 120 dealerships.

“Our ambition is to [grow] even quicker than 
the market and to increase our market share,” 
Provost said.

Renault did exactly that as the Russia auto-
mobile market was emerging this year from 
its crisis-induced slump. Overall, new consum-
er vehicle sales rose 64 percent from January 
through April, but Renault’s sale of about 46,000 
cars represented a rise of 80 percent, according to 
the AEB. By comparison, the 47,000 cars sold by 
Russia’s second-largest player, U.S. powerhouse 
Chevrolet, marked a 45 percent increase for the 
brand. Market leader Lada (the main brand of 
Russian auto giant AvtoVAZ) saw a 41 percent 
increase, selling about 176,000 cars.

And if Renault can continue to outper-
form the market, it could keep ahead of the 
positive trend that’s predicted for the auto mar-
ket. Earlier this year, for instance, the Boston 
Consulting Group estimated that Russia would 
go from the 10th-largest car market to the sixth-
largest by 2020.

Mikhail Pak, an auto industry analyst at invest-
ment firm Aton. “In Russia, this is one of the 
most decisive factors.”

Renault has been making a strong statisti-
cal showing. For the first four months of 2011, 
Renault sold about 46,000 vehicles, according 

B y  A l e c  L u h n

W
hen Soviet poet Vladimir 
Mayakovsky bought a Renault 
in 1928, he incurred so much 
disapproval that he wrote “A 
Reply to Future Gossip” in 

response.
“Well, then, please excuse me for bringing 

back from Paris a Renault and not cologne or a 
tie,” Mayakovsky rejoins at the end of the poem.

Once considered bourgeois, French carmaker 
Renault — and its auto compatriots Peugeot 
and Citroen — have gone proletarian in Russia. 
Cars from Renault are now a common sight 
on Russian roads, and Renault sold the third-
highest number of cars here in the January-April 
period this year. It produces its car brands on 
assembly lines here, as do Peugeot and Citroen 
— although those two companies have less 
market presence and less support from Russia’s 
government. As all three carmakers are striving 
to boost sales and production, the status of their 
business partnerships and government relation-
ships will be critical.

Renault, for example, has a stake in AvtoVAZ, 
the Russian auto giant. “Through AvtoVAZ, 
[Renault] has the support of the state,” said 
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Francois Provost, deputy managing director of Renault 
Russia. He wants to outpace the Russian market.
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‘The strategy of the Renault brand is to 
be present in all segments,’ said Francois 
Provost of Renault Russia.
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In addition, the three French carmakers ben-
efit from the government’s extension until the 
end of 2011 of its “cash-for-clunkers” car trade-
in program.

Renault has the “most interesting prospects” 
in Russia of the French carmakers because of 
its strong sales, as well as its partnership with 
Russia’s largest auto producer, AvtoVAZ, Pak said.

In 2008, Renault paid roughly $1 billion for a 
25 percent stake in AvtoVAZ, winning three of the 
12 seats on AvtoVAZ’s board of directors and, by 
extension, a green light to expand here.

Currently, Renault has a 6 percent market 
share in Russia, Provost said. But once the 
stakes of AvtoVAZ and Renault partner Nissan 
are factored into the equation — 23 percent 
and 5 percent, respectively — the trio con-
trols 34 percent of the Russian market. That 
isn’t far from the 40 percent market share that 
Renault-Nissan CEO Carlos Ghosn has said the 
conglomerate could reach this year. Renault 
owns a 44.3 percent stake in Nissan, while the 
Japanese carmaker owns a 15 percent share 
in Renault.

PEUGEOT AND CITROEN
Meanwhile, Peugeot and Citroen are laying their 
own plans for expansion. 

Originally separate companies, Peugeot and 
Citroen merged in 1976. PSA Peugeot Citroen man-
ufactures both brands, but each handles its own 
sales and marketing. In current-year sales through 
April, Peugeot had about 2 percent of the Russian 
car market, while Citroen had 1 percent, according 
to AEB statistics. In that same period, Peugeot sold 
13,000 cars, and Citroen — about 7,600.

After selling 17,000 cars last year, Citroen is 
looking to increase its sales to 40,000 cars this 
year and 100,000 units in the second half of this 
decade, said Jean-Louis Chamla, general director 

of Citroen Russia. He wants Citroen to become 
a “good brand on the shopping list of most 
Russian consumers,” and that will require increas-
ing brand value and visibility on the Russian 
market, he said. 

“Sales are progressing, helping us give more 
strength to the brand and the image,” Chamla 
explained.

Establishing its image has been the biggest 
challenge for Citroen in Russia, Chamla said, 
because it began importing its cars to Russia 
only in 2008, while PSA Peugeot Citroen began 
manufacturing here, at a new plant in Kaluga, 
in 2010. 

Chamla said Citroen’s market share and sales 
volume have increased every year since 2008. 

The brand has shown the strongest growth of 
the three French brands this year, selling 7,570 
cars through April, an increase of 113 percent 
year on year.

The growth, however, is relative. Citroen has 
had more room for growth because it started 
behind the competition in brand recognition and 
sales, said Sergei Udalov, assistant director of 
Avtostat, an analytical group.

But, he noted, Citroen’s competitive dis-
counts and sales campaigns during the financial 
crisis helped the brand sell cars despite the 
financial climate.

Repeated requests for comment made to 
Peugeot spokespeople went unanswered.

Udalov agreed with Chamla’s statement that 
Citroen needs to broaden its appeal with buyers, 
as it currently has the narrowest or most “niche” 
appeal of the three French brands here.

“The right advertising and the formation of 
a wider audience than it has now are important 
for Citroen, more so than for any other brand,” 
Udalov said.

As Renault has firmly established itself as 
a budget carmaker, Citroen and, to a lesser 

degree, Peugeot have positioned themselves as 
“designer” brands for the select car buyer, offer-
ing superior design and comfort, analysts said. 
While the number of customers who would buy 
this mid-range status symbol is growing, the 
most reliable strategy for the Russian market is 
offering the lowest price possible, Udalov said.

“Citroen is already going in this direction” 
with its latest models and discounts, he said. 
“Price is important, and they’ve started to com-
pete with their prices.” 

Renault still has the budget market cornered 
with its 327,000 ruble Logan, however. Peugeot’s 
207 hatchback, its cheapest model that’s com-
parable in size to the Logan, starts at 454,000 
rubles ($16,000), and Citroen’s similarly sized 
C3 starts at 498,000 rubles ($18,000). Both PSA 
brands also offer smaller models for less than 
400,000 rubles.

Although price is important, Peugeot and 
Citroen should focus on the mid-range C and D 
classes rather than the economy segment, where 
Renault is dominant, Pak said.

“As far as PSA is concerned, they would be 
better off to orient themselves namely on mid-

A Renault Logan waiting in the Avtoframos factory. The Logan was the top-selling foreign car for January-April 2011. 

‘Through AvtoVAZ, [Renault] has the sup-
port of the government. In Russia, this is 
one of the most decisive factors.’

Workers testing a Citroen C4 in the company’s factory in Kaluga. The C4 is Citroen's most popular model in Russia.
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125,000 cars, 80 percent will be Peugeot and 
Citroen sedans.

Financing, stocking of parts, production 
facilities and hiring employees are done jointly 
at the plant, Chamla said. Yet, despite the close 
cooperation between those two French brands up 
until the sales and distribution phase, Peugeot 
and Citroen do in fact compete on the market, 
Chamla maintained.

“We are real competitors,” he said. “Both 
brands have their objectives, but we have things 
in common, too,” foremost of which is the Kaluga 
plant, he also said.

Currently, the plant assembles vehicles via 
semi-knockdown production, with some parts 
imported for local assembly, Chamla said. An 
agreement with the Russian government obli-
gates the plant to eventually source 30 percent 
of its parts here in Russia.

Meanwhile, Renault has been producing cars 
locally for more than five years and has plans 
to expand its production in Russia. It launched 
Avtoframos as a joint venture with the Moscow city 
government in 2005. The carmaker is now setting 
up a joint production line with AvtoVAZ at AvtoVAZ’s 

factory in Tolyatti, Russia’s car production capital 
southeast of Moscow. Lada, Renault and Nissan will 
each produce on this assembly line vehicles based 
on the Logan platform, with Renault’s production 
to start in 2013, Provost said.

The three carmakers will eventually have a 
production capacity of 1.6 million vehicles at their 
three factories, the Renault executive added.

Producing cars in Russia and finding local 
suppliers provides an “interesting challenge,” 
according to Provost. He said Renault sources 
54 percent of the parts used in production at 
Avtoframos from local suppliers.

“The biggest demand is the government’s 
[demand] that we have more production in 
Russia,” Provost said.

Renault has had to pay its dues for access to 
the additional production facilities in Tolyatti, 
however. When AvtoVAZ was in financial straits 

in fall 2009, the government ordered Renault to 
increase its AvtoVAZ holding by $500 million. 
Though Renault and the government eventu-
ally agreed that the carmaker wouldn’t increase 
its holding, the company did agree to provide 
AvtoVAZ with technology worth 240 million euros 
($341 million), including the Logan platform.

Platform sharing is the production of differ-
ent car brands using the same base components, 
and it has allowed all three French brands to 
reduce production costs and, in turn, price tags, 
Udalov said. But, he noted, Renault has made the 
most of platform sharing.

“Renault’s main advantage is that it learned 
how to make cheap cars in Russia,” Udalov said. 
“It learned how to save money on one platform,” 
he also noted.

The company’s higher production volume and 
market share will probably facilitate its continued 
expansion in Russia, in which Renault sells more 
than two cars for every PSA car that’s sold, Pak said. 

He said the AvtoVAZ partnership also gives 
Renault access to the Russian company’s sales 
network, which will make it easier for the French 
brand to open dealerships in the regions, as well as 

‘Sales are progressing, helping us give 
more strength to the brand and the 
image,’ said Citroen’s Jean-Louis Chamla.

class cars with a price starting at 500,000 rubles,” 
the Aton analyst said.

Renault, for its part, is focusing on more 
expensive segments, though the Logan and its 
hatchback counterpart, the Sandero, will continue 
to be the main sellers, Provost said.

The Logan comprises 50 percent of Renault’s 
sales in Russia, whereas the Sandero accounts 
for 30 percent. Renault has also introduced two 
C-class automobiles, the Megane and the Fluence, 
which start at 569,000 rubles and 579,000 rubles, 
respectively.

“The market is increasing in all car segments, 
and the strategy of the Renault brand is to be 
present in all segments,” Provost said. “And to do 
this we should extend [our] range.”

PARTNERING FOR SUCCESS
All three of the French brands have leaned heav-
ily on their business partnerships to expand in 
Russia, especially when it has come to establish-
ing production lines. PSA Peugeot Citroen’s PSMA 
Rus factory in Kaluga — Mitsubishi Motors owns 
30 percent of the plant — opened in 2010 and 
cost $630 million. It will reach an capacity of 
125,000 cars a year, beginning in 2012. Of those 

Jean-Louis Chamla, general director of Citroen Russia.

Workers assembling a car at PSA Peugeot Citroen's PSMA Rus factory in Kaluga, which is 30 percent owned by Mitsubishi.

perhaps to sell its own cars via AvtoVAZ dealers.
Meanwhile, Peugeot and Citroen will have 

a more difficult time competing, given their 
smaller dealer networks and production volumes, 
Pak and Udalov noted.

In addition, all three French brands face com-
petition from other foreign carmakers looking to 
expand in Russia, such as Chevrolet and South 
Korea’s Hyundai and Kia. Peugeot and Citroen are 

competing largely with European brands such as 
Opel, Skoda and Volkswagen, Udalov said. All of 
those competitors have models eligible for the 
cash-for-clunkers program.

Yet, Provost said, Renault’s greatest worry is 
producing enough cars to keep up with demand. 
“The challenge is not to create the network of 
suppliers,” Provost said. “The challenge is the 
speed” of the market’s growth, he said.         
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‘Excellent Dynamic’ Touted By 
French Ambassador to Russia
JEAN DE GLINIASTY DISCUSSES FRANCO-RUSSIAN EFFORTS, BUSINESS DIPLOMACY 

AND REGIONAL DEVELOPMENT IN AN INTERVIEW WITH RACHEL NIELSEN.
In 2010, The Moscow Times interviewed you for 
its first Russia-France publication. Since last 
summer, what have been the most important 
developments in the relationship between our 
two countries?
Over the course of this year, our relationship has 
continued to develop along all lines. Our leaders 
meet often and carry on a meaningful dialogue 
dedicated to solving the fundamental problems 
of the 21st century. Those lines include more 
actively bringing in Russia for cooperation on 
questions related to the fight against drug traf-
ficking or the volatility of prices of raw materi-
als within the framework of the Group of Eight 
and the Group of 20, which is chaired by France 
this year. 

A huge number of large-scale projects relat-
ed to various areas of manufacturing and trade 
were signed off on this year, such as in the 
agricultural and food production sector, the 
financial sector, civil aviation, real estate. And 
these are just a few examples.

Our collaboration in the energy sector has 
also been strengthened by the creation of the 
French-Russian Energy Efficiency Center, which 
brings together the National Energy Agency 
and French and Russian enterprises in this sec-

tor. I would also like to point out the bilateral 
agreement on modernization between France 
and Russia that was signed as part of an inter-
governmental seminar in December last year. 
This agreement confirms France's intention of 
helping develop the dialogue between Russia 
and the European Union, using our capabilities 
and the capabilities of French businesses for the 
modernization and diversification of Russia’s 
economy.

Besides all this, a decision was made by our 
countries’ leadership to hold Russo-French cul-
tural sessions in 2012 to strengthen the cultural 
successes we achieved thanks to the mutual 
year of Russia and France. [President Dmitry 
Medvedev and French President Nicolas Sarkozy 

declared 2010 the Year of Russia in France and 
the Year of France in Russia.] These sessions 
will touch on many topics: the particularities 
of translation, literary meetings, the role of lan-
guage in schools.

The role of ambassador is traditionally per-
ceived as a diplomatic role, but it also can 
have a business component. How do you 
advocate for French businesses in Russia? 

What are some recent examples of your work 
in that sphere? 
One of the tasks before me is to support, within 
my expertise, an excellent dynamic for our 
bilateral economic cooperation. Today, France 
occupies eighth place among Russia's economic 

partners. In 2010, the volume of trade between 
our countries totaled $22.6 billion, and the vol-
ume of exports to Russia increased by $10.2 bil-
lion, allowing France to take sixth place among 
Russia’s suppliers. These results are inspiring, 
but I think that they could be improved upon. 
My energies are focused on organizing regu-
lar meetings between our partners to develop 
productive cooperation between Russian and 
French companies, and especially between small 
and medium-sized businesses.

The theme of this issue is French enterprise 
throughout Russia’s regions. What are some 
perceptions or impressions that you have 
gathered from your visits to places outside 
of Moscow?
In my opinion, the dynamism of the devel-
opment in the Russian regions shouldn’t be 
overlooked. For this reason, I visit different 
regions of Russia at first opportunity, in order 
to acquaint myself with their diversity and tal-
ents. The regions have a large potential for the 
growth of our economic, cultural and academic 
connections and contacts between the citizens 
of our countries. That said, the warmth with 
which I am greeted in the regions testifies 

‘Now, the representatives of French compa-
nies better understand the specifics of the 
Russian market, namely because they are 
successfully doing business.’



13

CO
U

RT
ES

Y 
OF

 T
H

E 
FR

EN
CH

 E
M

BA
SS

Y

to the surprising strength of Franco-Russian 
unity. On May 9, I was in Volgograd and took 
part in the celebration of the 66th anniversary 
of the victory in World War II.

Setting up an office or factory in Russia 
requires jumping over a lot of bureaucratic 
hurdles. Are there actions that French compa-
nies can take to make that process easier and 
faster? Does the embassy, or its trade mis-
sion, help businesses that are trying to begin 
operations here?
In Russia, as in any other place, there are 
required procedures different from ones we are 
used to, an assortment of cultural traditions 
and a need to create trust-based relationships 
between partners. I think that now, the repre-
sentatives of French companies better under-
stand the specifics of the Russian market, name-
ly because they are successfully doing business. 
The task of the trade mission Ubifrance includes 
guiding projects through the regular distribu-
tion of information to French businesses inter-
ested in working in Russia and the organization 
of meetings with the Russian partners that best 
meet their needs. 

What are the major difficulties facing French 
companies as they try to operate businesses 
in the regions — that is, in places other than 
St. Petersburg and Moscow? At the other end, 
are there any cases that serve as especially 
good models of doing business successfully 
in the regions?
I admit that although much has been done to 
improve the business atmosphere, the Russian 
leadership on the federal and regional levels is 
continuing to work on simplifying administrative 
procedures. Outside of the Moscow region and the 
Northwestern Federal District, French businesses 
are working actively in Sverdlovsk, Novosibirsk, 
the Nizhny Novgorod region, Tatarstan and the 
Krasnoyarsk and Rostov regions.

their presence across Russia. One example is 
the Kaluga region, where several large French 
companies have decided to locate their facili-
ties. Some of France’s economic achievements 
still aren’t very well-known, but it is significant 
that in 2010, France led all other suppliers in 
the Krasnoyarsk region. Our experience is well-
known in the area of inorganic chemicals and 
instrumentation.

Because Russia will host the Winter Olympics 
in 2014 and the World Cup in 2018, it is 
undertaking construction projects on a mas-

sive scale — 13 stadiums for the World Cup, 
roads, transit systems. Are the embassy and 
trade mission helping French businesses find 
a role in those construction projects?
French companies are already actively working 
on projects related to the 2014 Olympic Games 
in Sochi. We're talking about the construction of 
sewage treatment plants in the city, about the 
construction of an inclined railway, about work-
ing out a hotel construction project. Regarding 
participation in the preparations for holding the 
World Cup in 2018, I hope that French companies 
will have the opportunity to take part in the 
construction of infrastructure.

In general, what roles will your embassy have 
in the Olympics and World Cup here, in terms 
of business, sports or diplomacy?
At the end of the 19th century, French Baron 
Pierre de Coubertin revived the tradition of 
holding the Olympic Games, so of course the 
embassy will actively participate in all projects 
related to holding the Olympic Games in Sochi. 
Starting in December 2011, we will provide sup-
port for users of French language, which is an 
official language of the Olympics. To prepare 
translators, a large seminar has been suggested 

for Sochi for Russian teachers of French lan-
guage. In addition to that, we will try to attract 
French businesses specializing in the hotel 
industry, a sphere in which France has well-
known achievements, to work in Russia as part 
of the preparations for both the Olympic Games 
and the World Cup.

In what sectors are French companies under-
represented in Russia? What needs to happen 
from the French side — or from the Russian 
side — in order to bring those industries and 
companies here? 

French businesses are actively working in Russia 
in all sectors. However, we want to pay special 
attention to the development of our coopera-
tion in sectors that are important for the future, 
such as innovative technologies, cooperation in 
space, energy, energy efficiency, transport, phar-
maceutical production, information technology 
and communications.

French companies have already shown 
interest in the Skolkovo innovation center. 
Many businesses have already declared an 
interest in establishing their own research 
centers there.

I would like to note that the winner of 
the urban design competition was a group 
of French companies that proposed the most 
modern project for an “ecological center” — a 
project using renewable energy sources that 
melds perfectly with the existing reality and 
literally adheres to the concept on which 
Skolkovo was based.

It’s essential that all of the participants 
involved in fields shaping development and in 
particular “green development” — businesses, 
government organizations, researchers, universi-
ties — continue the projects that have already 
been started.                            

Jean de Gliniasty, France's ambassador to Russia.

On the whole, I would note that large 
French supermarket chains are enjoying ever 
more demand. They offer the level of service 
desired by the middle class, which is growing 
ever larger. French businesses are widening 
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The historic Igumnov house, the residence of the French ambassador, shadowing Bolshaya Yakimanka street in Moscow.

‘French companies have already shown 
interest in the Skolkovo innovation center. 
Many businesses have declared an interest 
in establishing research centers there.’
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French Connection: Petersburg 
Gets Real Estate, Road Business

IN ST. PETERSBURG, 

FRENCH FIRMS ARE 

FEW IN NUMBER 

BUT ARE BUILDING 

MAJOR HOTEL, 

INFRASTRUCTURE, 

AND RETAIL 

PROJECTS.

ing. Co-launched by Apsys, a major developer 
and asset manager in Europe, the mall is 114,000 
square meters and has 80,000 square meters of 
leasable store space. Media Markt, an electronics 
chain, and Auchan, a French food and home-goods 
chain, had already opened their stores in the mall 
at the end of 2010.

A large shopping mall, Leto includes a food 
court, movie theater, skating rink, entertainment 
complex and more than 200 shops, including 
the first store in St. Petersburg for French sport 
brand Decathlon. Apsys Group located its new 
mall in a development zone in St. Petersburg, on 

Pulkovskoye Shosse.
“St. Petersburg and the Leningrad region 

are the areas in Russia most similar to Europe 
in terms of development,” Alexandra Averkina, 
human resources director at Apsys Russia, said in 
an interview. “St. Petersburg is a cultural capital, 
and especially during the summer, foreigners feel 
at home here. So, there wasn’t really a difficult 
choice among regions for the new shopping mall 
location,” she said.

In addition to its six Auchan-brand stores 
here, Auchan Group also handles the Leroy Merlin 
brand. Moreover, Auchan Group has a special 

department for financing construction of its 
own sites. That’s why Auchan builds its own 
superstores in St. Petersburg in addition to rent-
ing space in shopping malls, according to Astera 
analysts.

“Today, our main task is to provide quality 
management for the shopping mall, and maybe 
later shopping centers that have already been 
built will come under our management,” Averkina 
said.

Alexander Voloshin, head of investment con-
sulting for Astera, said in an e-mail interview 
that a “quality shopping center with a good 

geographic location has all the chances for 
beating the competition and attracting tenants 
and customers from another site following its 
conception.”

Hotels are another piece of the economy 
pulling in French investment. The most active 
French hotel brand is Accor Group, whose brands 
include mid-range Novotel, economy Ibis and 
luxury Sofitel. The company is reported to be 
interested in opening three- and four-star hotels 
near the center of the city, the area most fre-
quented by tourists. Currently, Accor has two 
hotels in St. Petersburg, a 233-room, four-star 

S
T. PETERSBURG — St. Petersburg is 
physically closer to France than almost 
any other Russian city, but French real 
estate and construction companies as 
a group have made only small strides 

into the northern capital.
“There is a small number of French companies 

in St. Petersburg, and their numbers are less than 
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that of other foreign firms,” said Andrei Rozov, 
head of the St. Petersburg office of real estate 
consultant Jones Lang LaSalle.

“Most of all, in the real estate market, the 
French are interested in the retail segment,” he 
said in an interview.

The major investors in St. Petersburg have 
hailed from Britain, Germany, Arab countries and 
Israel. Currently the most active foreign firms in 
the city are Scandinavian companies with a long 
record of real estate experience, according to real 
estate adviser Astera.

Yet, despite the small footprint of French 
companies in the city’s real estate market, the 
companies have made in-roads — literally. 
France’s Apsys Group and Russia’s Sistema-Hals 
have launched a shopping mall covering more 
than 100,000 square meters, and France’s Accor 
Group, an international hotel brand, opened 
two hotels in the city. A much different project, 
the reconstruction of the St. Petersburg Zoo on 
almost 300 hectares, went to Beckmann N’Thepe. 
Meanwhile, construction and infrastructure 
giant Vinci Concessions, through its Northwest 
Concession Company, is building the highway 
cutting through the Khimki forest as it heads out 
of Moscow on its way to St. Petersburg.

The most widespread form of development 
is built-to-suit, in which the landowner pays to 
construct on his land a building specified by a 
potential tenant and then leases the land and 
building to that entity. French activity in real 
estate, in fact, illustrates that trend.

This May the shopping and entertainment 
center Leto, or “Summer,” had its full-scale open-

By  Olga Kalashnikova

‘Most of all, in the real estate market, 
the French are interested in retail,’ said 
Andrei Rozov, Jones Lang LaSalle.
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Novotel and a 221-room, three-star Ibis, which 
were opened in 2005 and 2007, respectively. 
Accor’s plans include the construction of a sec-
ond part of the Novotel hotel, construction of 
another hotel near the Ibis and perhaps the 
building of an apartment-hotel, according to the 
web site ProHotel.ru. 

Meantime, the French expansion into the 
mini-hotel industry is represented by Hotel 
Nouvelle Europe, which is in the center of St. 
Petersburg. 

“There are many French people among the 
guests of the hotel, since belonging to the 
home country makes the hotel more reliable for 
foreigners,” Oxana Stepanova, deputy director at 
St. Petersburg’s Hotel Nouvelle Europe, said by 
telephone.

Beckmann-N’Thepe is embarking on a far 
different set of accommodations. The French 
firm won the bid to construct a new zoo for 
St. Petersburg. It is planning to be built on 
288 hectares, which is 40 more hectares than 
the current zoo. Beckmann-N’Thepe has a 
record of such projects, with past work on 
zoos in Vincennes, France, and in Helsinki. 
Reconstruction of the St. Petersburg Zoo “is 
estimated at” 10 billion rubles to 11 billion 
rubles, Pavel Pikalev, from Penny Lane Realty in 
St. Petersburg, said in an e-mail. Construction 
is expected to finish by 2014.

Like all sectors of the economy, real estate 
and construction can be defined in terms of “pre-
crisis” and “post-crisis.” Overall, the amount 
of foreign investments in the Russian market 
decreased 10 times in comparison with indica-
tors in 2008, before the global economic crisis 
arrived, according to Astera. 

“The crisis had a strong influence on the 
geography of foreign investors,” said Voloshin 
at Astera, which partners with BNP Paribas Real 
Estate in Russia and Ukraine. “Before, they were 
interested in commercial real estate throughout 
the entire European part of Russia. Since 2009, 
however, the situation has changed,” he said.

“Investors are mostly concentrated in 
Moscow, and St. Petersburg is being considered 
even less,” Voloshin added.

A significant project by a French company, 
however, dates from before the crisis. Shopping 
and entertainment center Raduga, or “Rainbow,” 
opened in 2007. Vinci Construction Grands Projets 
led the construction, and Raduga was bought by 
the fund Ralmir Holding B.V. According to Penny 
Lane’s analysts in St. Petersburg, roughly $5 mil-
lion was invested in the complex.

Raduga isn’t Vinci Construction’s best-known 
project in Russia, however. That title belongs to 
the St. Petersburg-Moscow highway that Vinci’s 
Russian daughter companies are laying out. The M
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highway, to be named the M11, is supposed to 
offload the traffic from the busiest stretch of the 
federal road known as M10 Russia.

The road’s builder, North-West Concession 
Company, is 100 percent owned by Vinci 
Concessions Russia, which in turn is owned by 
Vinci Concessions, Vinci, Vosstran Invest and 
individual investors including Arkady Rotenberg, 
a longtime friend of Prime Minister Vladimir 
Putin, Vedomosti reported last month. 

“Vinci is a part of the North-West Concession 
Company LLC (NWCC) alongside the Russian part-
ners that has been awarded the Concession 
Agreement, signed in 2009, and related to the 

first section (43 kilometers) of the Moscow-St. 
Petersburg Highway,” Maxence Naouri, a Vinci 
spokesman, said in an e-mail response to The 
Moscow Times.

According to Vinci’s figures, the total con-
struction cost is about 1 billion euros ($1.4 bil-
lion). The concession contract came into force 
during the first half of 2010. The concession 
approach involves a number of public-private 
partnerships. The whole M11 motorway is slated 
to be finished by 2017, according to Sergei 

Kelbakh, first deputy chairman of state company 
Avtodor, which signed the concession agreement 
with NWCC. Vinci will operate and collect tolls on 
the roadway for 30 years.

“Concession is a new model in Russia, and 
Vinci Concessions is interested, as a world leader, 
in sharing expertise and learning how to operate 
in this field in Russia,” Naouri said.

“Construction works by NWCC have not start-
ed yet. Current works are related to the prepara-
tions of land plots that is a public task by the 
grantor,” he added. 

“Land plots” are part of the project’s con-
troversy: Outside of Moscow, Vinci has cut down 

swaths of the Khimki forest to make way for the 
road. Grassroots activists have staged myriad pro-
tests against the logging. At least two journalists 
and activists have been physically attacked by 
unknown assailants over the issue, with one of 
the journalists left disabled. 

Last summer the controversy was drawing so 
much attention that President Dmitry Medvedev 
halted the road and ordered a government 
review. In December the Kremlin approved the 
project.

The St. Petersburg-Moscow road through 
Khimki, however, is an exception in terms of its 
violence and controversy. In contrast, French 
companies can raise the standards of construc-
tion here, analysts said. 

The participation of French companies in the 
construction sector “has a socio-economic signifi-
cance,” said Yevgenia Vasilyeva, deputy director of 
consulting at real estate firm Colliers International.

“It’s important that French investors come 
to our market. They introduce higher standards 
of construction and make Russian companies 
come up to their level,” she said in a telephone 
interview.

Attracting French companies is a challenge 
for the St. Petersburg and Leningrad region 
administrations. But, at the start of this year, 
Leningrad Governor Valery Serdyukov met in the 
city with Elisabeth Barsacq, the French general 
consul for St. Petersburg, to discuss economic 
cooperation.

A number of French companies have already 
been operating in the Leningrad region — in 
the Gatchinsky, Slantsevsky, Tosnensky and 
Vsevolozhsky districts — business cooperation 
has room to grow. Barsacq said she wants to 
stress economic cooperation and attract more 
French companies to the area, the region’s admin-
istration said in a statement on its web site.

That is easier said than done. Apart from 
restarting projects that had been frozen, the 
investment market is paralyzed, Astera said.

“A foreign company was a rare thing for St. 
Petersburg when we were hiring employees. For 
St. Petersburg, work in a foreign company is a 
good pull, while in Moscow, employees don’t pay 
so much attention” to the cachet of a foreign 
employer, said Averkina at Apsys Russia.

Analysts agreed that St. Petersburg doesn’t 
have enough attractive elements for French real 
estate and construction companies. One signifi-
cant way to increase interest in the local market: 
Reduce bureaucratic difficulties hindering devel-
opers in these fields.

“As soon as the developers start to con-
struct a project, laws appear that, for example, 
prohibit them from doing something, or restrict 
their work,” said Astera’s Voloshin. “This non-
transparency of the market, the misunderstand-
ing of the mechanisms that are operating on the 
market — this all has an effect on the number of 
French and other foreign developers,” he said.

The need for “numerous agreements of docu-
ments complicates the activity of foreign devel-
opers,” Vasilyeva said. “The riskiest are docu-
ments regulating the urban area.”

“When the developers put in financing, they 
want maximum business transparency during the 
first stage” of development, she said.         Accor Group operates two hotels in St. Petersburg, a 221-room Ibis and a 233-room Novotel.

Yves-Thibault de Silguy, Vinci vice chairman, attending a signing ceremony for financing the St. Petersburg-Moscow road.

‘French investors … introduce higher stan-
dards of construction and make Russian 
companies come up to their level,’ said 
Yevgenia Vasilyeva, Colliers International.

A crane towering over a Vinci work site. The French corporation built the Raduga shopping center in St. Petersburg.
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NORTHWEST 
Federal District

Accor Groupe
Actaris
Actual
Adamil Informatique 
Agrobiotech 
Air France 
Air Liquide Russie 
Alcan Packaging Moscow 
Alcatel-Lucent 
ALD Automotive 
Algieva Rouss Studio Est-
Ouest/ Est-Ouest Film 
Aliage 
Alstom Holdings 
AMT-Group
Apsys Group Russia 
Areva T&D Russie 
Armadillo Business Posylka 
System 
Astec International 
Auchan 
BA Finans 
Banque Societe Generale 
Vostok
Biomerieux 
BIVAC
BNP Paribas ZAO
Brainpower 
Briz 
Bureau Veritas 
Calyon Russbank 
Ceit Travelscope 
Cetelem 
CGTT Voyages 
CIAT Distribution 
Clarins 
CMA-CGM 
CNI-Colloides Naturels 
Complex International 
Coplan Vostok 
Dlya Dusha I Dushi 
Ecole des Roches
Emerson/ Leroy Somer 
EMI SA 
Essilor Optika
Eurasia Telecom Seti 
Europa Media Group
Evolution Voyages 
Fashionel 
Firelec
Gaz Suez (Gaz de France) 
GEFCO 
Geismar Rus 
Gide Loryette Nouel Vostok 
Groupe SEB Vostok 
GSE 
Guard Industrie Vostok 
Harry’s CIS 
Haulotte Vostok
Heurtey Petrochem Rus
Hotel Nouvelle Europe
Inexco Voyages

John Crane
Laboratoires Servier
La Maree/ Jetrico 
Lactalis 
Leroy Merlin Vostok 
L’Occitane Rus 
L’Oreal Russie 
Louis Vuitton Vostok
Malterie Soufflet Saint-
Petersbourg
Manitou Vostok
Multinational Logistics 
Partnership
Neva Energia (Dalkia)
Onduline
Orange Business Services 
(Equant LLC)
Pernod Ricard Rouss
Promod
Rusfinance/ Promekbank
Russian Management Hotel 
Company (Accor Groupe)
Saint-Gobain HPM Rus 
Salans
Salaun Evasion
Schneider Electric 
Seldico Russie
Sitra
Sodexho Eurasia 
Soletanchestroi
SNF Baltreagent 
SPBVergaz 
Steelcase SA
Sulzer Pumps Ltd.
Total E&P Russia
Transfaire Agro
Veolia Voda SA
Vinci Concession Vosstran 
Russie (Grands Projets) 
Wirquin Russie

Yves Rocher VostokCENTRAL 
Federal District

ABCD International 
(OOO France Office M) 
Ablis Poids Lourds
Accentis CIS
Accor Groupe
AC Refridgeration S.A.
Actaris 
Actual 
Adamil Informatique 
Adisseo Eurasie
ADP Ingenierie
Aereco
AFAQ-AFNOR Rus
Agence France-Presse
AGS Froesch Russie
Aidit
Airbus
Air France
Air France Industries
Air France KLM Cargo
Air Liquide Russie

Akros Henschel 
A.L. & Company (Group Olmix S.A.)
Alcan Mejdunarodnaya Set 
Evrazii
Alcan Packaging 
Aldes Aeraulique
Alexander Hughes Russia
Algieva Rouss Studio Est-
Ouest/ Est-Ouest Film 
Alliance Prospectique
Almaz Antey Thomson 
Broadcast
Alpa Paints 
Alstom Holdings 
Altadis Russia 
AMT-Group 
Amadeus
Amrop Russia/ KBS 
International S.A.
Anakena Healthcare 
Consulting
Apsys
Arc International
Arden Equipement Vostok
Areva
Areva T&D Russie 
Arkema France
Armadillo Business Posylka 
System  
Art&Co.
Arval
Assor Russia
Astec International 
ASV (Softline Russie) 
Atak 
Atalan
ATDI Eurasia
Auchan 
Aventel France
Axens
BA Finans 
Banque Natixis
Banque Societe General
Banque Societe General Vostok
Bauche Vostok 
BBL Transport Russie (Groupe 
RBK)
BEG Ingenierie Rus
Beicip Franlab
Bellerage Vostok
BIC CEI
Biocodex
Biomerieux 
BIVAC
Blezat/BL Engineering
BLM Synergie
BNP Paribas
BNP Paribas Vostok
Boiron
Bonduelle 
Bongrain Evropa Vostok
Bostik Developpement
Bourjois
Boutte Ru
Bouygues Batiment Intl. 

Bouyguesstroi 
Brainpower 
Brochot Light Metals
Brossard
Bull
Bureau Cecile Rouge
Bureau Veritas 
Calyon Rusbank
Cap Gemini Consulting
Carrefour Rus 
Carte Blanche Inter
Caudalie
CEAMAG
Cecab Russie (OOO Coubanskie 
Conservi)
Cegedim
Ceit Travelscope 
Cenco
Centre de Commerce Franco-
Russe
Centus Medical
Ceric
Cermex Russie
Cetelem
Ceva Sante Animale
CFM International
CGG Vostok
CGTT Voyages 
Chanel 
Christian Dior Couture Rus
Christian Dior Russie
CIAT Distribution 
Cifal
CIFAL-DECO
CIFAL Neftegaz 
Citroen 
Clarins 
Clextral
Clipso
Clovis
Club Med
CMA-CGM 
CMS Bureau Francis Lefebvre
CNI-Colloides Naturels 
CNIM
CO-Vostok
Coberon
Coface Rus Services Company
Cogac Vostok
Colvert France
COMAP Rus
Compagnie Generale de 
Geophysique Veritas 
Complex International 
Consultru
Coplan Vostok 
Coris Rus
Coteba Rus
Credit Industriel et 
Commercial
Creperie de Paris
Crystal Finance
Cunin
Daher CIS
Dalnyaya Melnitsa (Group 

Soufflet)
Danone Industria 
Dassault Aviation 
Dassault Systemes
Datavision CIS
De Buyer
Decathlon
Decoufle
De Dietrich Thermique 
Defi Russie
Degremont 
Dexia Bank
Diakom
Dimeco Alipresse
Dlya Dusha I Dushi 
Do-It-Evolution
Dresser Rand S.A.
Dresser Flow Solution
Dualest
EADS 
EADS Centre de Technologies
East West Engineering
E.B.I.S. Vostok
ECAR (Engineering Company 
Airbus Russia)
Ecole des Roches
EDAP TMS 
Edit
EDF (Electricite de France)
E.F.G Architecture
EMCO
Emerson/ Leroy Somer 
EMI SA
EPI Vostok Noginsk 
ESI Group 
Essilor Optika 
Est-Elec 
Etirex-Chromalox
Euro RSCG Moradpour
Eurocopter Russie
Europ Assistance
Eurasia Telecom Seti 
Europe Media Group 
Evolution Voyages 
EXA International  
Exel Industrial Russia
Fab Travel
Famaro Ermont Russie
Fashionel 
Fauchon
Ferraz Shawmut
Federation Francaise de la 
Chaussure
Fetish & Buzz
French Dental Clinic
French Dezign Studio
Fichet-Bauche Russie
FIC Medical
Firelec  
Fives
Fives Stein
Florigarde
FM Logistic Vostok 
France Cars Tour
France Meeting 

France Televisions
Frederic M Russie
Freyssinet
Frisquet
Froalhyange Consulting
Gaz Suez (Gaz de France) 
GEFCO Rumyantsevo 
Geismar Rus 
Gemalto
Geodis
Geoservices 
Geflor
Geym Vostok
Gide Loyrette Nouel Vostok 
Ginger Invest
GiPA
Girpi/AlphaPro
Gorimpex
GPV Russie
Gregoire Besson Vostok
Griffon Nord
Grosfillex
Groupe Castel (Castel Malesan)
Groupe Montaigne
Groupe SEB Vostok 
GSO 
Guard Industrie Vostok
Hachette Filipacchi Shkulev 
Harry’s CIS 
Haulotte Vostok Dolgoprudny 
Heurtey Petrochem Rus
Hotel Nouvelle Europe
Hoyez
Inexco Voyages 
Interfill Fareva Groupe
Intersib
Inval-1 Synchrocorporation
Jas Hennessy & Co.
John Crane 
Keyria (Ceric)
Klimatel
Kuhn Vostok 
Laboratoire Developpement 
Pharmaceutique
Laboratoire Innotech 
International
Laboratoires Sarbec
Laboratoire Servier 
Lactalis 
Lafarge 
La Maree/ Jetrico 
La Redoute
L’Arsouille
Le Figaro
Leroy Merlin Vostok 
Lieu Commun Groupe
L’Occitane Rus 
Lohr Vostok 
L’Oreal Russie 
Lot et Visite
Louis Dreyfus Vostok 
Louis Vuitton Vostok
Maison Florimond Desprez
Malbranque SA Russie 
Mane Vostok 

French Companies
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By Federal District
Marine Travel 
Media Net
Mekatrade 
Mermet 
Meti Vostok 
Meura (Boccard) 
MGE UPS Systems
Michelin Russie  
MK3
Monde Sans Frontiere
Mourmeche
Multinational Logistics 
Partnership
Natixis Banque
Natixis Pramex International
Nexans CEI
Nextage
Niled
NYCO S.A.
Odi Voyages
Oleina
Ondes Urbaines
Onduline 
Opttorg
Orange Business Services 
(Equant LLC) 
Paris-Etoile Voyage
PCM
Pernod Ricard Rouss 
Peugeot Citroen 
Pfizer Animal Health
Pierre Fabre 
PKB
Polysoude
Porcher Industries
Potain-Manitowoc
Potel & Chabot 
Powerjet Russian Branch
Presse Participations Russes
Promod 
Promosalons
Promvost
Publicis United
Rabot Dutilleul 
Radio Nostalgie
Rasec Vostok 
Remy Garnier
Renault Avtoframos 
Rhodia Rus 
Richemont Luxury Group
Riskaudit/IPSN/GRS
RN Finance Rus 
Roquette Rus
Royal Canin
RP Instal
Rusdel
Rusfinance/ Promekbank 
Ruskon 
Ruskremlin 
Russian Management Hotel 
Company (Accor Groupe)
SAF NEVA (Lesaffre) 
Safran 
Sagem Communications
Saint-Gobain 

Saint-Gobain HPM Rus
Salans 
Salaun Evasion 
Sanofi Aventis 
Sanofi Pasteur 
Schlumberger Russie 
Schneider Electric 
Scor
SDI (Sucden) 
SDV Logistique Internationale
Seismic Support Services 
Seldico Russie
SeminRus
Sercel
Serimax Russia
Servipan RUS
Setec Inginiring
SFA
Shtokman Development AG 
Sicame
Sidel Vostok
Simon Electric
Sisley
Smoby
SNCF Russie
SNC-Lavalin Eurasia 
SNEF
Societe Nouvelle Favid
Socomec UPS
Sodexho Eurasia
Sofexpo
Sofracop
Sofreco
Soft Retail
Sogecap (SG Assurances)
Soletanchestroi 
Soninfo
Sopexa
Soufflet Agro Rus 
Soval
SPBVergaz
Sperian Protection
Spiecapag
ST Microelectronics SA 
Steelcase SA 
Streamline Entreprises Limited
Sulzer Pumps Ltd. 
Talantium
Tarkett Rus
Technip CIS
Tecofi
Terrell Moscou OOO Imperia
Texier France
TF1
Thales S.A.
Thales Avionics 
Thomson Technicolor Polsha
TLD
Total E&P Russia
Total Lubrificants
Total Vostok
Total SA 
Totsa (Total Oil Trading SA)
TPA/Axis
Transfaire Agro  

Transfaire Fromagerie
Transfaire Industrie 
Tsar Voyages
Tuscan (Carrer Blanc)
Vallourec & Mannesmann Rus
Valode et Pistre (OOO VP) 
Veolia Voda SA 
Veskor
Veta-Mazars
Vinci Concession Vosstran 
Russie (Grands Projets)
Vitagros-Rossovit (Groupe 
Evialis) 
VSL
VVR Vostok
Vinifrance
YSL Beaute Vostok 
Yves Rocher Vostok 
Wirquin Russie Noguinsk 
Wellcome Abroad

SOUTHERN 
Federal District

Akros Henschel 
ALD Automotive 
Aliage 
AMT-Group 
Armadillo Business Posylka 
System 
Auchan 
BA Finans 
Banque Societe General Vostok
Biomerieux 
BIVAC
BNP Paribas Vostok
Bonduelle 
Bureau Veritas 
Carrefour Rus
Cetelem
CMA-CGM 
Coplan Vostok 
Danone Industria  
Dlya Dusha I Dushi 
EMI SA 
Est-Elec 
Firelec  
GSO 
Laboratoire Servier 
Lafarge 
La Maree/ Jetrico  
Leroy Merlin Vostok  
Louis Dreyfus Vostok 
Michelin Russie  
Onduline 
Orange Business Services 
(Equant LLC) 
PeugeotCitroen 
Rusfinance/ Promekbank  
Schneider Electric 
SDI (Sucden)  
SNCLavalin Eurasia 
Zip DonskoyZavod Industrialnii 
Plastmass

NORTH CAUCASUS 
Federal District

Armadillo Business Posylka 
System 
Astec International 
Banque Societe General Vostok
Louis Dreyfus Vostok 
Orange Business Services 
(Equant LLC) 

VOLGA 
Federal District

ABCD International (OOO 
France Office M) 
Accor Groupe 
Akros Henschel 
Alcatel-Lucent 
ALD Automotive 
Aliage 
Armadillo Business Posylka 
System
Astec International 
ASV (Softline Russie) 
Auchan 
BA Finans 
Banque Societe General Vostok
Biomerieux 
BIVAC
BNP Paribas Vostok
Bureau Veritas 
Cetelem 
CMA-CGM 
Danone Industria  
Degremont 
Dlya Dusha I Dushi 
EKA 
Emerson/ Leroy Somer 
EMI SA 
Est-Elec 
Europe Media Group 
Firelec   
France Meeting 
GEFCO  
GSO  
Harry’s CIS  
Laboratoire Servier
Leroy Merlin Vostok  
Michelin Russie 
Onduline 
Orange Business Services 
(Equant LLC) 
Peugeot Citroen 
Rhodia Rus 
Rusfinance/ Promekbank 
Russian Management Hotel 
Company (Accor Groupe)
Safran 
Saint-Gobain 
Schneider Electric
Technip CIS 
Transfaire Agro 

Wirquin Russie Noguinsk
Yves Rocher Vostok 

URALS 
Federal District

Accor Groupe 
Akros Henschel 
Alcatel-Lucent 
ALD Automotive 
Areva
Areva T&D Russie 
Armadillo Business Posylka 
System 
Auchan 
BA Finans 
Banque Societe General Vostok
Bauche Vostok 
Biomerieux 
BIVAC
BNP Paribas Vostok
Bouygues Batiment Intl. 
Bouyguesstroi 
Brainpower 
Bureau Veritas 
Cetelem 
Chanel 
CMA-CGM 
Danone Industria 
Dlya Dusha I Dushi 
Emerson/ Leroy Somer 
EMI SA 
Essilor Optika 
Europe Media Group 
Fashionel  
Firelec   
FM Logistic Vostok 
GEP/ERIP 
La Maree/ Jetrico  
Laboratoire Servier 
Lafarge 
Michelin Russie 
Onduline 
Orange Business Services 
(Equant LLC) 
Peugeot Citroen 
Rusfinance/ Promekbank 
Russian Management Hotel 
Company (Accor Groupe)
Schlumberger Russie 
Schneider Electric 
Seismic Support Services 
Valode et Pistre 
Wheelabrator Allevard Ural 

SIBERIAN 
Federal District

Accor Groupe 
Alcatel-Lucent 
ALD Automotive 
Areva 
Armadillo Business Posylka 
System 
Astec International 

Auchan 

BA Finans 

Banque Societe General Vostok

Bauche Vostok  

BIVAC

BNP Paribas Vostok

Brainpower

Bureau Veritas 

Cetelem 

CIAT Distribution 

CMA-CGM 

Danone Industria  

Dlya Dusha I Dushi 

EMI SA 

Essilor Optika 

Europe Media Group 

Firelec   

FM Logistic Vostok  

Laboratoire Servier 

Leroy Merlin Vostok 

Michelin Russie 

Multinational Logistics 

Partnership

Onduline 

Orange Business Services 

(Equant LLC) 

Pernod Ricard Rouss  

Peugeot Citroen 

Rusfinance/ Promekbank 

Russian Management Hotel 

Company (Accor Groupe)

Schneider Electric 

SNF Baltreagent 

Sodexho Eurasia 

FAR EAST 
Federal District

Alcatel-Lucent 

ALD Automotive 

Armadillo Business Posylka 

System 

BIVAC

Bouygues Batiment Intl. 

Bureau Veritas 

CMA-CGM 

Dlya Dusha I Dushi 

FM Logistic Vostok 

Geoservices 

Onduline 

Orange Business Services 

(Equant LLC) 

Schlumberger Russie 

- Compiled by The Moscow 
Times using “French Presence 
in Russia: A Directory of 
French Establishments,” pub-
lished by the French Regional 
Economic Service in Moscow 
in February 2010.
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The French Are Coming
CONSTRUCTION MATERIAL MAKERS SAINT-GOBAIN 
AND ONDULINE PIN HOPES ON PRODUCTION IN THE 
NIZHNY NOVGOROD REGION 

CONSTRUCTING A MARKET
The global financial crisis dealt a serious blow 
to manufacturers of construction materi-
als, with the industry’s economic indicators 
declining drastically. According to research by 
RosBusinessConsulting, demand began dropping 
in October 2008, and the manufacturing vol-
ume of all major types of building materials 
also decreased. Beginning in 2010, however, 
the domestic market for construction materials 
began to recover from the financial crisis.

The oscillation between growth and the con-

traction in market demand for building materi-
als is reflected in data from the State Statistics 
Service. According to those figures, the amount 
of construction materials sold in 2007 — not 
including re-inforced concrete structures and 
components — was 228.9 billion rubles ($8.2 
billion). It was 307.1 billion rubles in 2008,   
289.5 billion rubles in 2009 and 305.6 billion 
rubles in 2010.

According to an estimate by Dmitry Baranov, 
an analyst with holding company Finam 
Management, retail sales of construction mate-
rials in Russia and in the Nizhny Novgorod 
region will grow by 8 percent to 15 percent in 
the next several years — depending on the 
overall economy and the rate of recovery in the 
construction industry. 

The fast pace of growth in the construction 
materials segment can be explained by the fact 
that 80 percent of newly built residential build-
ings are sold without a finished interior, said 
Dmitry Morozov, director of the Nizhny Novgorod 
construction company Metallimpress.

He also said the main catalysts for an increase 
in demand in Russia will be large-scale construc-
tion for the Olympic Games in Sochi, the 2013 
World Student Games in Kazan and the FIFA World 
Cup in 2018.

The advantageous situation that developed 
on the Russian market for finishing materials 
in the post-crisis period has attracted foreign 
companies, which are in many ways crowding 
out domestic manufacturers. According to 
various analyses, imported materials already 
make up more than 60 percent of all con-

in Russia. Experts are convinced that the impres-
sive growth rate in demand for high-quality 
construction materials in Russia will translate 
into higher profits. Russia has a deficit of high-
quality housing, as well as massive construction 
under way for the 2014 Olympic Games in Sochi. 

The biggest French investment projects in 
the construction industry in the Nizhny Novgorod 
region are Saint-Gobain’s factories, which manu-
facture construction mixtures and drywall panels, 
also known as gypsum board, and Onduline’s 
facilities, which produce roofing materials. 

B y  S e r g e i  D r u z h i n i n

N
IZHNY NOVGOROD — “It wasn’t by 
chance that we choose Arzamas as 
the first manufacturing location for 
our company in Russia. The con-
venient location of the business 

allows us access to the markets of Central Russia 
and the Volga region.”

That’s how Oleg Dorin, director of the dry gypsum 
plaster department for Saint-Gobain Construction 
Manufacturing Rus, explained his company’s deci-
sion to put a factory in this part of European 
Russia.

Dorin’s employer is the Russian daughter com-
pany of Saint-Gobain, and, along with Onduline, the 
two giant French manufacturers of construction 
materials are taking advantage of growth in the 
Russian market and attractive business condi-
tions in the Nizhny Novgorod region. 

The financial crunch several years ago froze 
the completion of large investment projects 
funded by foreign capital in the region, but only 
on a temporary basis. Now, foreign companies 
are returning to the regions, no longer just 
importing construction materials from abroad, 
but developing their own manufacturing facili-
ties within Russia.

The building supply market remains lucra-
tive for foreign investors, despite the economic, 
political and corruption risks of doing business 
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French producers are looking to supply more construction projects in Russia leading up to the World Cup in 2018. 
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struction materials sold in Russia. Meanwhile, 
French companies are getting more and more 
active in the Russian market, and they are 
sparing no expense to launch their own manu-
facturing centers here. 

This strategy could be economically justi-
fied: By producing materials within Russia’s 
borders, instead of importing them, a foreign 
investor can cut its total costs by 10 percent to 
15 percent, said Anton Safonov, an analyst at the 
Investkafe agency.

Saint-Gobain’s and Onduline's projects offer 
a vivid illustration of French companies’ effec-
tive strategy in the Russian construction materi-
als market. The firms started out in Russia prior 
to the crisis. During the economic downturn, 
the companies fulfilled their obligations to 
regional authorities: There were no halts in 
manufacturing, no mass layoffs of personnel and 
no withholding of salaries, said Oleg Timofeyev, 
a partner at T&K Legal, a law firm specializing 
in legal guidance for foreign investors in the 
Nizhny Novgorod region.

FRENCH MIXTURE
Saint-Gobain arrived in the Nizhny Novgorod 
region with two projects. The company's factory 
in the town of Morozkova, near Arzamas, began 
manufacturing construction mixtures (various 
types of plasters, fillers, adhesives and floor-
leveling screed) under the brand Weber Veronit in 
2006, Dorin said. 

Construction of the building began in 2004 
on a 6.5-hectare plot belonging to the company. 
The company invested more than 18 million 
euros ($26 million) in the project. The projected 
capacity of the factory is 130,000 tons of mixture 
per year. Currently, the factory produces about 
75,000 tons of product per year, a fifth of Saint-
Gobain's total production.

The company plans to be producing at full 
capacity by 2013, Dorin said. That prediction is 
based on marketing research Saint-Gobain itself 

conducted, which suggests that the Russian 
market for building supplies will grow 12 percent 
to 14 percent in 2011, and that in the following 
three to four years, the market will grow by 10 
percent a year.

“The factory survived the financial crisis 
fairly painlessly,” Dorin said. 

According to Saint-Gobain executives, from 
2006 through 2008, company sales were not 
very large, but in 2009 and 2010, sales grew by 
75 percent. 

“Consumers satisfied themselves that the 
product produced by Saint-Gobain in Russia is 
no different than the company’s counterpart 
product produced in Finland,” he said. 

The company has already received inter-
national quality certificates ISO 9001 and ISO 
14001, Dorin said. 

The ability to produce a high-quality product 
through the use of modern technology is the 
biggest single competitive advantage held by 
foreign companies, Morozov said. By his esti-
mates, the physical wearing out of equipment at 
many Russian construction materials manufac-
turers is nearing 90 percent. 

“Equipment and technology have not been 

upgraded in years,” he said. 
“We are looking to the future with optimism 

because the potential of the Russian market 
for construction materials is very large, as is its 
volume,“ Dorin said. “This segment is showing a 
high rate of development, which will facilitate a 
construction boom in Russia in the foreseeable 

future because of the obvious deficit of qual-
ity housing, as well as the prospects of build-
ing large construction projects” for the three 
upcoming sports events, Dorin said. 

According to data from the construction 
department of the Nizhny Novgorod region, 
there were 1.443 million square meters of 

housing constructed in the region in 2009 and 
1.495 million square meters in 2010, while 1.5 
million square meters are planned for construc-
tion in 2011.

“In the next couple of years, the volume of 
construction of buildings and roads in Russia will 
grow by 20 to 30 percent a year in the run-up to 
the World Cup in 2018,” Morozov said.

In the first quarter of 2012, the company 
plans to launch another construction mixtures 
factory in Polevsky, a city in the Sverdlovsk 
region. The details of the project have not yet 
been released by the company. 

Demand for construction mixtures in Russia 
will depend a great deal on the rate of recovery 
of the construction industry and the financial 

‘The Russian market’s potential for 
construction materials is very large,’ said 
Oleg Dorin of Saint-Gobain.

Russia's lack of quality housing is driving an emerging construction boom.
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solvency of Russian consumers, Baranov said. 
The situation in construction sector is far from 
stable: Since the beginning of the year, the 
industry has shown both positive and negative 
indicators.

In March of this year, according to the 
state statistics service, the volume of residential 
housing made up 4 million square meters, which 
is 13.5 percent higher than in February of last 
year. But in February of this year, the result was 
much worse, as residential housing declined by 
6.1 percent. 

“These seesaw movements exert a signifi-
cant influence on the market for construction 
materials and don't allow companies to count 
on confident growth in the market or, conse-
quently, on the growth of their own financial 
indicators,“ Baranov said.

“Manufacturers also have the opportunity 
to increase their output thanks to the second-
ary market, which is the market for housing 
renovations, individual residential construc-
tion and construction of dachas,” he said.

“These tendencies can be explained by the 
fact that the population has experienced an 
improvement in its financial situation, there is 
a stability in income, a possibility to plan for 
the future, and so citizens can direct a part of 
their income to renovate their homes, and also 
to build houses and dachas,“ he added.

“These types of work will require construc-
tion mixtures, among other supplies. And this 
growth can contribute to a growth of this 
segment by 5 percent to 9 percent per year,” 
Baranov said.

FRENCH PLASTER OF PARIS
This year, Saint-Gobain will begin construction 
in the Pavlovsk area of its second large factory in 
the Nizhny Novgorod region. It will produce dry-
wall panels. Currently, this project is in the final 
planning stages, Thierry Fournier, the general 
director of Saint-Gobain Construction Material 
Rus, told Vedomosti in November 2010. 

According to Fournier, the company bought 
more than 10 hectares at the end of 2009 for 

A Saint-Gobain factory producing construction materials in Cognac, France. The company opened one of two factories in the Nizhny Novgorod region in 2006. 
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floor plan, said Safonov from Investkafe. 
“Drywall is a relatively new material for the 

Russian market, and without a question it has 
strong potential for growth,“ Baranov said. “It 
is already considered one of the most popular 
construction materials in Russia.” 

According to data provided by Knauf, one of 
Russia’s largest producers of drywall paneling, 
this material has numerous benefits. It has the 
ability to “breathe,” which means that it can 
take in excess moisture from the air and give it 
off when the air is dry; it is easy to install; “wet” 
processes are not needed during finishing; and 
it allows for the realization of the most varied 
types of architectural and design solutions, 
including creating curved surfaces. In addition, 
drywall is not only ecological but also provides 
a comfortable temperature indoors; it cuts con-
struction costs by making the wall hanging 
faster; and it increases labor efficiency. 

Demand for drywall panels in the next few 
years will grow by 4 percent to 9 percent a year, 
Baranov said.

FRENCH ROOF
Fellow French investor Onduline, one of the larg-
est world producers of construction material, 
launched its first Russian factory for produc-
ing wavy roofing sheets in Nizhny Novgorod in 
2008, said Natalya Khoroshkova, manager of the 
marketing department at Onduline Construction 
Material. That’s the Russian daughter company 
of the French company.

“We chose Nizhny Novgorod because of its con-
venient geographical location,“ Khoroshkova said. 
“It is not far from Moscow, on the intersection of 
major highways, which is very convenient for deliv-
ering our product to other parts of Russia.“

The factory’s capacity is 7.5 million sheets 
per year. The company has began construction 
of factory in February 2006, Onduline deputy 
general director Andrei Nezhkin previously told 
Vedomosti. The factory is located on an area of 
more than 10 hectares on the territory of Gorky 
Automobile Plant (GAZ). 

According to Nezhkin, the volume of invest-
ment in the project is $20 million of company 
money and borrowed funds. 

The company gets the bitumen and organic 
raw material that is necessary for production 
from Nizhny Novgorod and other Russian mar-
kets. Using cheap local raw materials and work 
force, as well as cutting back on costs on logis-
tics and customs payments allows the com-
pany to significantly lower production costs, an 
Onduline employee said. 

“This material is ecologically clean, does 
not contain any health-harming asbestos, has 
a neutral color, and is very easy to install,“ 
said an employee of the marketing depart-
ment of a Russian company that produces 
fiber-cement. 

But, at the same time, he said Onduline’s 
roofing products are less economical than regu-
lar slate and some forms of shingles in large 
construction projects. “Onduline’s main market 
remains the construction of individual homes,” 
he said.

FUTURE PROSPECTS
“Foreign investors, including French compa-
nies, will continue to actively invest in the cre-
ation of manufacturing in the Nizhny Novgorod 
region due to positive outlooks for demand of 
their products in the future, especially since 
local officials are actively working to create a 
comfortable investment climate in the region,” 
Timofeyev said.

future development, and construction of the 
project is slated to begin in 2012.

In June 2007, Jean Laronza, president of 
Saint-Gobain for Poland, Russia and Ukraine, 
promised to begin, in the second half of 2008, 
the construction of a factory with a capacity 
of 30 million square meters of drywall per year. 

Investments into the project would have totaled 
2.9 billion rubles ($103 million), and costs 
would have been recouped in six years to nine 
years. The drywall was to be sold in the Nizhny 
Novgorod region and the surrounding regions. 

“All the parameters remain the same,” the 
company's press service said about the planned 
factory. 

“Saint-Gobain has adjusted its strategy due 
to the crisis on the market for construction 
material in Russia,“ Fournier said when explain-
ing the delay. “Now, the crisis has changed 
direction.” 

According to a manager of one of Nizhny 
Novgorod’s construction companies, Saint-Gobain 
will begin processing gypsum at the Gomzovsky 
deposits in the Pavlovsk area of the city, extract-
ing approximately 30,000 tons a year. 

According to Vladimir Volkov, general direc-
tor of Stroiinvest Nizhny Novgorod, demand for 
drywall in the region fell 70 percent in the last 
two years, but in the future it will grow 30 per-
cent a year. 

“The market in Russia will grow 15 to 20 
percent a year in the foreseeable future,” said 
Volkov, manager of Volma, a producer of drywall 
in Volgograd.

Drywall panels will continue to grow in 
popularity because right now the majority of 
residential buildings are delivered with an open 

‘We chose Nizhny Novgorod because … it 
isn’t far from Moscow, at the intersection 
of major highways,’ said Natalya 
Khoroshkova of Onduline.

Return Investors
Net volume of foreign investments in the Nizhny Novgorod region (2005 -2010)
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   Onduline - Construction Material (Nizhny Novgorod)
Manufacturer of roofing sheets
Owner: French manufacturer of roofing materials Onduline SA (100 percent)
Financial results (company information for 2009):
Revenue: 1.22 billion rubles ($43 million)
Net profit: 311.1 million rubles ($11 million)

 Saint-Gobain Construction Material Rus
Manufacturer of construction materials (drywall mixtures, drywall panels and isolating materials).
Co-owners: French Saint-Gobain (87.4 percent), EBRR (12.6 percent)
Financial results (company information for 2009):
Revenue: 3.4 billion rubles ($121 million)
Net profit: 156.5 million rubles ($5.6 million)

COMPANY STATS“There is a clear mechanism in place in the 
Nizhny Novgorod region for making decisions 
on investment projects,“ said the press office of 
the government in the Nizhny Novgorod region. 
Introducing its 'One Window' system for inves-
tors allowed it to reduce waiting periods for 
decisions and time filling out paperwork from 
about 1 1/2 to two years to only three months, 
it said.

Within the framework of a meeting of the 
governor's investment board, the board members 
agree on the spot whether to accept or deny an 
investment project.

Because of regulations that are in place, 
the region’s authorities narrow its field to a 
simple informal relationship between inves-

tors and authorities, which is much better, and 
very different from the way business is done in 
Russia’s other regions. The region has legisla-
tively strengthened its system of benefits and 
guarantees for projects that are a priority for 
the region.“

As a result, the amount of foreign invest-
ments continue to grow in the region, invest-
ment in fixed capital has increased more than 
three times in the past few years, and the vol-
ume of saved investments increased in 2010 to 
1.5 trillion rubles ($53 billion).

To date, 4,500 investment projects have 
been approved, and 62 projects received the 
status of high priority, which gives inves-
tors correspondingly preferential treatment, 

according to a prepared statement by the press 
office. 

“If businessmen in the West are turned 
off by the political climate, people who are 
acquainted with the Russian economy in prac-
tice are more concerned by the creditworthi-
ness of partners and corruption in government 
agencies,” said Nikolai Solabuto, asset man-
ager for the holding company of the brokerage 
firm BKC. 

Solabuto said the first main risk for busi-
ness in Russia is credit risks and those risks 
related to the credit worthiness of partners. 
In second place are market or competitive 
risks (simply put, businessmen are concerned 
about strong direct competition from rival 
companies). In third place are regulatory 
risks related to the legal framework. In fourth 
place are currency risks and liquidity risks, 
followed by concern over corruption in the 
government.

However, all of these risks in practice have 
not stopped the inflow of foreign investments to 
promising projects in Russia’s growing economy. 
This trend, according to experts, will be relevant 
in the foreseeable future, as well.         Eighty percent of residential buildings are delivered without finished interiors, industry members said, which promotes the sale of construction materials to consumers.
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When Inefficiency 
Pays Off

RUSSIA’S INFRASTRUCTURE 

WASTES ENERGY ON A SCALE THAT 

IS PRACTICALLY UNRIVALED. BUT 

IT OFFERS ENERGY-EFFICIENCY 

FIRMS A BUSINESS OPPORTUNITY 

WITH GOVERNMENT BACKING.

“The signals that have been sent are very 
important,” said Andrei Lavrinenko, vice presi-
dent of Alstom in Russia. “It’s clear now that 
energy efficiency is on the radar, and it has been 
factored into the government’s plans for the 
future. It is not a passing fad they are going to 
forget,” he said.

French energy companies have been mak-
ing a vigorous assault on the Russian market. 
In March, regional electrical grid operator MRSK 
Holding gave ERDF Distribution, the grid operat-
ing subsidiary of EDF, the right to run the Tomsk 
Distribution Company. ERDF’s tasks will include 
improving financial performance and upgrading 
equipment and safety standards. The final con-

tract is expected to be inked at the St. Petersburg 
Economic Forum this month. 

In February, Alstrom and RusHydro, the state-
owned monopoly controlling most of Russia’s 
hydroelectric dams, agreed to set up a joint ven-
ture for producing equipment for small-scale hydro 
stations in Bashkortostan. In May the parties said 
RusHydro would be taking control of the venture, 
with a stake of 50 percent plus one share. 

Earlier, in October 2010, French construction 
material maker Saint-Gobain and Turkish glass 
producer Trakya Cam agreed to invest 184 million 
euros ($257 million) into a new factory that will 
make window glass for the construction and auto-
motive industries in Tatarstan. 

CHANGING MINDS
But even the pioneers admit it is still very early 
days. “In Russia setting up [energy efficiency] 

is a young process, and it faces the same dif-
ficulties as any just-started process: a lack of 
methodology, norms and regulating rules,” ex-
plained Jean-Louis Stasi, country president for 
Schneider Electric.

Rules are one thing — but mentality is 
another. In a country accustomed to having an 
abundance of oil and gas, convincing people to 
consider wise energy use in the first place can be 
an uphill battle. 

“We can’t do anything unless we get people 
to think about energy efficiency as a matter of 
course, to bring that thinking into the main-
stream,” said Timur Ivanov, head of the Russian 
Energy Agency in an interview at the agency’s 
Moscow headquarters. 

Ivanov added, “Unfortunately, there are lots 
of people who say, ‘We have lots of oil and gas, 
why shouldn’t we use it?’ and others who just 
assume energy efficiency means losing money.”

Ivanov’s agency has made public awareness 
campaigns one of its priorities. 

Schneider Electric has joined the awareness 
effort with gusto. In fact, it offers free online 
courses on conservation through an “Energy 
University” on its Russian-language web site. 
The courses — covering subjects like alternative 
power generation technologies, energy efficiency, 
energy audits and heating, ventilation and air 
conditioning (HVAC in industry jargon) — are 
meant to “provide the latest information and pro-
fessional training on energy efficiency concepts,” 
Stasi wrote in an e-mail interview.

There are problems beyond the scope of con-
tinuing education, however, and control of the 
companies themselves. 

The government has long promised to ease 
strict controls on the rates that utilities compa-
nies charge end consumers — especially for gas, 
with its heavy government subsidies.

But Prime Minister Vladimir Putin in February 
criticized the government for allowing prices 
to grow too fast in the regions, and regulators 

L
eaky power plants. Poorly insulated 
apartments. Central heating systems 
that you can’t turn off. Russia is prob-
ably one of the most wasteful energy 
users in the world. 

But for companies that specialize in tackling 
such problems, it is an ideal customer. 

It is difficult to overstate the scale of energy 
waste in Russia. A 2008 report by the World Bank 
and International Financial Corporation found 
that Russia wastes as much energy each year as 
France consumes. They cited the International 
Energy Agency’s explanation that France used 
275.97 million tons of oil equivalent in 2005. 
Russia used 646.68 million tons.

In terms of efficiency, that means Russia used 
0.42 tons of oil equivalent per dollar of gross 
domestic product in 2005, while France used just 
0.14 tons of oil equivalent.

The Russian government isn’t blind to the 
problem. In 2008 it set a target of reducing the 
country’s so-called gross domestic product energy 
intensity by 40 percent and obtaining 4.5 percent 
of the country’s energy from renewable energy 
by 2020.

That was followed in 2009 by a law on ener-
gy efficiency introducing mandatory efficiency 
guidelines for buildings and laying out financial 
and legal incentives to encourage conservation. 

At the time, the legislation was little more 
than words. The bill was “framework” legisla-
tion that required the passage of 38 bylaws to 
make it active. It coincided with the promo-
tion of President Dmitry Medvedev’s buzzword, 
“innovation.”

Nonetheless, some Western energy companies 
took the bill as a sign that the political wind was 
changing and hurried to enter the Russian market.
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The French have been leading the way on a 
handful of conservation efforts. French compa-
nies such as Lafarge were instrumental in plan-
ning the renovation of the World Wildlife Fund’s 
headquarters in Moscow. The plans to turn the 
building into the capital’s first “eco-house” were 
unveiled at a ceremony at the French Embassy in 
February.

In March, French Ambassador Jean de Gliniasty 
again presided over an energy-efficiency proj-
ect: the opening of the French-Russian Energy 
Efficiency Center.

More of a bilateral center for exchanging 
ideas on efficiency than a profit-making exercise, 
it is backed by firms such as energy management 

specialist Schneider Electric, electricity holding 
EDF and power generation and grid company 
Alstom. 

EFFICIENT ENERGY
Today, 36 of the needed 38 bylaws have been 
passed, and there has been a recent tie-up between 
the International Financial Corporation and the 
Russian Energy Agency, the department created 
in 2008 to implement the energy efficiency strat-
egy. Those developments have enhanced lobby-
ists’ access to government, leading to a general 
sensibility that energy efficiency is the right horse 
to back.

In December the government approved a state 
energy efficiency program through 2020 — a bind-
ing document that envisages investments of 9.53 
trillion rubles ($335 billion), with 695 billion rubles 
in state spending — over the coming decade. 

By  Roland Ol iphant

It’s clear now that energy efficiency is on 
the country’s radar and part of govern-
ment plans, said Alstom’s Lavrinenko.
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have since signaled that they may tighten rather 
than loosen controls. Investors in turn com-
plained that “mixed messages” were stymieing 
the reform package.

“The truth of the matter is that one of the best 
ways to get people to cut energy usage is to make 
them pay for it. But that’s not going to happen in 
Russia in an election year,” remarked a Russian 
energy agency official, who asked not to be named 
because of the frank nature of his comments.

HOMES AND HOUSES
The housing sector is the second-largest end user 
of energy in Russia, and according to the World 
Bank’s report, it has the “greatest energy savings 
potential.”

Another way of saying it: That sector accounts 
for the most waste — in fact, for 35 percent to 49 
percent of total 2005 final heat consumption in 
2005. By far the most obvious attempt to sway public 
opinion was backing the WWF “eco-dom” — a flag-
ship effort backed by the Moscow city government to 
demonstrate that an energy-efficient house can be 
built or renovated in the heart of the capital.

Several French companies also are using the 
flagship as a showroom for their own prod-
ucts. Saint-Gobain provided insulation materials. 
Lafarge was even able to boast that the cement 
in the foundation would be “green,” because the 
company used alternative fuel and partially ash 
and slag instead of clinker in its production.

The new eco-dom, scheduled to be completed 
by next year, is meant to showcase the potential 
of energy-efficient housing.

But, like the electricity tariffs, energy-
efficient construction will require the help of 
legislation before it can take off.

The WWF admits that the costs of the reno-
vation would have been 30 percent to 40 percent 
higher without generous contributions from 
various companies. Without those funds, the 
cost of the renovation would be a prohibitive 
3.5 million euros. 

HEATING HELL
One reason for the inefficiency of Russia’s housing 
is improper insulation, and insulation is a product 
that Saint-Gobain is selling furiously. But probably 
the biggest problem is a legacy of Soviet town 
planning — communal heating. 

In most Russian towns, water is heated in cen-
tral power station and then piped around town.

Most Russian homes don’t have boilers or 
meters measuring how much hot water they’re 
using. Hot water for both the shower and 
central heating is piped in from outside the 
apartment.

Homedwellers in Russia wait for the heating 
to be turned on in autumn and then turned off 
again in spring. In summer, they have to make 
do without hot water for several weeks while the 
pipes are checked.

It’s a mixed blessing. For surrendering the 
control of your heating and tolerating the dis-
comfort of frigid showers in the summer, you are 
virtually guaranteed cosy warmth throughout the 
winter without the headache of a steep bill. 

Dalkia, EDF’s energy services subsidiary, has 
spied a massive opportunity. 

In 2009 it signed a 25-year leasing contract to 
manage several heating systems in Slantsy, a town 
of 40,000 people in the Leningrad region outside 
St. Petersburg. 

As part of the deal, the company is making 
an investment to upgrade the principal heating 
plants, convert the smaller plants into substa-
tions and renovate 89 kilometers of network. 
In 2009, its first year in Russia, Dalkia had just 
292 employees and controlled 8 million euros 
in revenue — a drop in the ocean compared 
with its operations in the other 41 countries it 
works in. 

But as the firm crowed in its 2009 report, 
“Russia accounts for 56 percent of the world’s 
market for heating networks and has a substantial 
need for new and more modern facilities.” It is, in 
other words, a goldmine.

HOW SMART CAN YOU BE?

But the ultimate goal is far deeper than better 
home insulation or more efficient energy genera-
tion. The real change can arrive when devices use 
only as much energy as required — and when gen-
erators don’t produce any more than that.

This is what proponents call a “smart grid,” 
and one of the biggest evangelists is Schneider 
Electric’s Stasi.

“Today’s grid functions in a top-down way. 
Tomorrow’s smart grid will be bidirectional: 
Electricity will flow out of homes and offices as 
well as into them,” he told The Moscow Times 
earlier this year. 

The idea: Sources of renewable energy such 
as solar panels and wind generators will let 
offices and homes generate part of their own 
energy demand and even sell the excess back to 
the grid; software will allow immediate transfers 
of electricity or heat meter information, to give 

energy companies a real-time view of consump-
tion; and consumers will be able to adjust con-
sumption immediately to peaks and troughs in 
utility prices.

Companies like Schneider see opportunities in 
developing the software and offering the manage-
ment services to run these systems.

But the smart grid isn’t actually a product or a 
solution on sale. It is a concept — Schneider calls 
it a “revolution” — that environmentalists and 
some energy companies are pushing as the answer 
to the planet’s energy dilemma. 

“Sure, it’s a project for the future, the reality of 
which very much depends on the conditions of the 
country. But the technical execution of the project 
is quite real to our company even now. 

“It’s a hot topic in Europe and a strategic 
project for our company. We’re investing a lot 
in it and expect a lot from it, and not only in 
Russia,” Stasi said.           

Schneider Electric hopes to someday sell products for smart grid energy systems, for now only a dream in Russia.
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Farm Equipment Maker 
Plows Up Opportunity

hold 16 percent, and U.S. companies such as 
Deere & Company and AGCO have 11 percent, 
Rosagromash said. Italy, Ukraine, China and 
France also are top market players, according to 
the association. 

Kuhn wants to make inroads, however. In the 
years leading up to 2008, the Russian market for 
farm machines was about $5.5 billion, and about 
60 percent of all purchases were of non-Russian 
brands, according to data from Rosagromash. 
Given those types of figures, Kuhn jumped in 
with both feet. 

Opening a subsidiary was “a milestone for 
Kuhn Group in order to enhance our understand-

ing of the local market needs and to improve 
our service offering toward our customers,” 
Raimbault said. 

But the subsidiary opened in July 2008 
— on the eve of the global financial crisis. 

“On the one side, the crisis situation has 
given us some opportunities, but it is also dif-
ficult to build a team and develop a dealer 
network when the market has decreased signifi-
cantly,” Raimbault said in an e-mail interview.

IMPORT DIFFICULTIES
It was a rough period. In 2009, agricultural 
enterprises found themselves forced to slash 

it isn’t alone. It faces stiff competition from 
German, Belarussian and U.S. manufacturers. 
Both German and U.S. companies have opened 
factories in Russia, ratcheting up the competi-
tion. In fact, if Kuhn’s leadership sees the right 
conditions in the market, it could open a fac-
tory here, too, director Nicolas Raimbault said 
in an interview. 

This isn’t an easy sell. Last summer’s savage 
drought walloped the agricultural sector and 
devastated farms. Government policies are push-
ing farmers to buy domestically made equip-
ment, customs procedures are making it difficult 
to obtain spare parts, and many farmers are 
opting to repair rather than buy. Rosagromash, a 
farm equipment industry association, estimates 
that 70 percent of Russia’s equipment is worn-
out and 90 percent is outdated.

Making the market even more challenging, 
many international corporations are competing 
for the same customers. German companies such 
as Claas hold a 28 percent share of the market 
for imported equipment. Belarussian companies 

B y  H e r b e r t  M o s m u l l e r

‘In 2011 we are expecting our sales to 
double. For the next two to three years, 
we are expecting strong growth,’ said 
Nicolas Raimbault of Kuhn Vostok.

I
n the nation with the fourth-largest 
amount of farmable land, Russia’s market 
for agricultural equipment is a fertile 
place for foreign companies.

If a brand-new tractor or combine 
is rolling over a Russian field, there is a good 
chance that it has a foreign logo. Last year, 
foreign brands made up almost 70 percent of the 
market for equipment that cultivates soil and 
close to 70 percent of the market for devices 
that sow crops. Overall, in 2009, brands from 
outside Russia supplied just under 40 percent of 
its new farming equipment and, despite Russian 
government intervention, foreign brands com-
prised about 50 percent of the market in 2010. 

France’s Kuhn Group is one of those brands. 
Its Russian subsidiary, Kuhn Vostok, includes 
a Moscow office and Kaluga warehouse. Kuhn 
imports its machines for Russian farmers — but 
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FRANCE’S KUHN GROUP WANTS TO REPLENISH RUSSIA’S OUTDATED FLEET WITH ITS 
AGRICULTURAL MACHINES. THE TASK ISN’T EASY: KUHN FACES PROTECTIONIST STATE 
POLICIES, FALLING PRODUCTION AND COMPETITION FROM OTHER FOREIGN BRANDS.
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their expenses, with the farm machine market 
plummeting 40 percent that year. That led to a 
spectacular drop in imports of farming equip-
ment, from 3.16 billion euros ($4.49 billion) in 
2008 to 1.1 billion euros ($1.56 billion) in 2009, 
a drop of 65 percent, according to IndexBox, a 
market researcher. 

The equipment market decline continued 
into 2010, as low purchasing power and curbed 
lending from banks combined to hamper the 
market.

For foreign producers, the crisis was exac-
erbated by protectionist government policies 
aimed at boosting the domestic industry and 
at forcing foreign producers to put production 
facilities in Russia. 

Foreign suppliers had a 62 percent share of 
the domestic agricultural market in 2009, and “the 
Russian market is by far the most open to foreign 
producers of machinery and agricultural equip-
ment,” Rosagromash said in a report this year.

By 2010, the government’s interventions, 
and perhaps the financial crisis, had undercut 
the foreign market share. Its policies, such 
as increasing import duties on certain types 
of equipment, restricting purchases of foreign 
equipment to government-connected programs 
and giving loan subsidies for Russian machines, 
set the foreigners’ share at 51 percent last year.

Some international companies have set up 
shop here, a fact that allows them to avoid 
restrictions on the import of assembled equip-
ment. Claas has been operating a factory in 
Krasnodar since 2005, where it makes combines. 
Deere & Company, also known as John Deere, 
launched a factory outside Moscow last year. 
The plant assembles skidders, tractors, combines, 
backhoe loaders and motor graders for Russia 
and other countries, according to John Deere’s 
2010 annual report.

Kuhn has no short-term plans to open pro-
duction facilities in Russia, but if the market 
develops as expected, it would be common sense 
to open production, Raimbault said.

He explained that Russian farmers are eligible 
to receive certain subsidies and loans from the 
state-owned agricultural banks, Rosselkhozbank 
and Rosagrolizing, only if they buy equipment 
that is made in Russia.

Slow customs procedures are another chal-
lenge, especially when it comes to the import 
of spare parts, which can be needed urgently by 
farmers with idled machines.

“All companies importing spare parts on the 
Russian market will testify that a great deal 
of work had to be done, but the procedure is 
now fully under control and our company can 
‘custom clear’ a full truck of parts within 24 

hours,“ Raimbault said. In fact, Kuhn recently 
has opened a warehouse for spare parts in Kaluga 
and has increased its stocks of spare parts.

Maxim Firsov, an expert from Moscow’s 
Research Academy for Agricultural Engineering, 
said guaranteeing the delivery of spare parts is 
indeed a major problem. Firsov added that there 
is also a lack of technical expertise on foreign 
equipment. Those factors contribute to farmers 
holding on to Russian or Belarussian machines, he 
said. In terms of the overall stock of equipment 
owned by farmers here, Russian and Belarussian 

products probably make up more than half, 
though exact figures could not be confirmed.

Firsov painted a bleak picture for the future 
of the Russian industry. Production numbers 
are decreasing, since the domestic producers 
are struggling to keep up with the international 
competition. 

According to Rosagromash, revenues of the 
world’s largest agricultural equipment makers 
far exceed those of Russian manufacturers. Sales 
volumes for even the biggest Russian producers 
are just one-tenth of foreign competitors’ vol-

umes, while research and development invest-
ment lags even more.

Market researcher Morningstar concluded 
in a 2010 analysis of the country’s agricultural 
equipment market that “modernizing Russia's 
aged fleet could generate upwards of $60 billion 
in sales. As such, we think all major manufactur-
ers could enjoy growth without viciously com-
peting for market share.”

Kuhn Vostok acknowledges, however, that 
competition has been tough.

COMPETITIVE SITUATION
“Bigger competition required us to increase 
support for our dealer network and to be more 
attentive to final customers’ needs. This means 
we had to review some internal procedures in 
order to be able to react quicker to customers’ 
needs,” Raimbault said. 

Also, “customers are buying machines they 
know. Therefore we are putting a high focus on 
presenting and exhibiting our machines at dif-
ferent shows and field events,” the Kuhn Vostok 
executive said.

IndexBox has predicted that the market will 
recover in the short term because the farming 
sector is recovering from both the crisis and the 
drought, while credit policies are liberalizing and 
pent-up demand is emerging. It estimated that 
pre-crisis figures can be reached by 2014 or 2015.

Now that the darkest days for the agricul-
tural equipment market seem to be behind 
Kuhn Vostok and the foreign producer market, 
Raimbault is looking at the future optimisti-
cally. He believes that Russia will soon return to 
its pre-crisis annual growth.

“Three years later [following the start of the 
crisis], it seems to me that we have faced this 
challenge quite well,” he said.

“We managed to extend our dealer network 
and are present in the most important agricul-
tural regions of the Russian Federation, which 
allows us to increase our sales and benefit from 
the ‘after crisis’ growth,“ he added. “In 2011 
we are expecting our sales to double. For the 
next two to three years we are expecting strong 
growth.”

Kuhn has a significant presence in central 
and southern Russia — in Kazan and Krasnodar 
— which are agricultural strongholds. Kuhn is 
also eyeing the Volga region, the area near the 
Urals and parts of Siberia as potential markets.

“Sales in the Commonwealth of Independent 
States are expected to see notably stronger 
gains from the previous year's depressed level,” 
John Deere said in an earnings statement in 
May. “Farm conditions are strengthening in the 
European and CIS markets.”             

‘Modernizing Russia’s aged fleet could 
generate upwards of $60 billion in sales,’
a Morningstar market analysis said.
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The Russian agricultural equipment market could reach pre-crisis levels by 2014 or 2015.
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more Ashan hypermarkets will be opening. One 
will be in Ufa, while the others will be in Kazan, 
Chelyabinsk and Samara.

Ashan is an active player on a major scale in 
Russia — but its market position is weaker in St. 
Petersburg compared with other chains because 
of the saturated market of big-box stores in the 
northern capital, said Tatyana Bobrovskaya, a 
senior analyst at Moscow-based financial firm 
Metropol.

According to figures from AC Nielsen, as 
of the middle of 2010, there were on average 
two big-box stores for every 1 million people 
in Russia. There were about three superstories 
per 1 million people in Moscow, while the 
highest count was found in St. Petersburg, where 
they numbered about 11 per 1 million people 
last year. 

The average for Europe is about 14 superstores 
per 1 million people, Bobrovskaya said.

Thus far, this European level of higher market 
saturation exists only in St. Petersburg, and 
extending that saturation throughout all of 
Russia would be a huge effort, she said. 

The hypermarket sector is the fastest-
growing sector, and right now Auchan’s top 
priority is developing stores in the regions, 
Bobrovskaya said.

Meanwhile, other companies in the Mulliez 
portfolio are spreading out in Russia. The 
first Decathlon sports superstore opened in 
St. Petersburg earlier this year. The second is 
planned for the Leto mall, where there is already 
the Auchan mega-store.

In all, Decathlon has nine such stores in Russia, 
with five in Moscow and one each in Rostov-on-
Don, Krasnodar, Voronezh and St. Petersburg. 
Plans to develop stores in St. Petersburg will 
depend on the supply of quality retail space, a 
manager with the Decathlon chain said. 

French Retail Spreads 
Out in St. Petersburg

THE RANKS 
OF 'ASHAN' 
AND 'DECATLON' 
STORES ARE 
EXPANDING IN 
RUSSIA, BUT 
ST. PETERSBURG 
IS A TOUGH 
MARKET.
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B y  M a r i a  B u r a v t s e v a Checking out. Auchan and Decathlon face an uphill battle for winning customers in the well-served Petersburg market.

S
T. PETERSBURG — France’s Mulliez 
family isn’t well-known in Russia, but 
its impact here is widely felt: Russians 
often buy groceries and items for their 
apartments at Auchan, home goods at 

Leroy Merlin and sportswear and sports equip-
ment at Decathlon, all of which belong to the 
super-rich business family.

Those chains are gearing up here in the northern 
capital, launching more stores and widening 
its retail footprint. Already there are six Ashan 
superstores and two Leroy Merlin superstores, and 
a sports big-box store for Decathlon is on its way. 
What’s more, the chains is looking to new spots in 
southern Russia and Siberia.

In December, Auchan, known in Russian as 
“Ashan,” opened another big-box store in St. 
Petersburg. The store, called Ashan Summer, is 
located in the just-opened retail complex called 
Leto, or Summer, on the Pulkovskoye Shosse. 
Auchan invested roughly 450 million rubles ($16 
million) into the store, which has a retail area of 
about 8,700 square meters. 

Ashan Summer offers customers more than 
40,000 different items for purchase. About 80 
percent of the merchandise sold in the store 
is produced by Russian companies, with the 
remainder imported from abroad. The director 
of Ashan Russia, Ludwig Oline, said that four 

About 70 percent of products sold at 
Auchan superstores are made in Russia, 
and St. Petersburg stores work with about 
100 local suppliers.
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In addition to the traditional Auchan big-box, 
another store, “Ashan-Sad,” or Ashan-Garden, will 
be built in Samara. Auchan has cut back on some 
of its development plans, Oline said, because it 
was difficult to find an appropriate location for 
a store. Many retail centers under construction 
before the global financial crisis struck were then 
put on hold, he said.

The typical Auchan layout, with its aisles 
upon aisles of food and home decoration and 
maintenance goods, isn’t the only Auchan offering 
in Russia, however. Auchan began developing 
Auchan-City, another project, after buying the 
Ramstor supermarket chain from Turkish holding 
company Enka. The Auchan-City format for stores 
was introduced in the company’s home country in 
2011. The company will be opening a test store 
of this type.

The Auchan-City format uses a friendlier, 
more intimate store layout of 4,000 square meters 
to 5,000 square meters, compared with the 
usual size of 13,000 square meters in a typical 
Auchan big-box. It also has a smaller selection of 
merchandise, or about 15,000 items instead of the 
big-box offering of 45,000 to 50,000 items.

According to figures from InfoLine-
Analytics, this format is much more effective 
at convincing customers to open their wallets. 
InfoLine’s data reveals that, for other chains, 
smaller has been better. When property owners 
sold the St. Petersburg stores of superstore 
chain O’Key, the price was $10,400 per square 
meter and, for the Carousel chain, $6,500 per 
square meter. For Ashan, the price was $16,500 
per square meter.

Leroy Merlin’s presence in St. Petersburg 
consists of two superstores for construction 
material and home goods. In total, the company 
has 17 stores in Russia, with seven in Moscow.

The construction material and home goods 
segment isn’t saturated in Russia, Bobrovskaya 
said. She said that, in general, Russian 
consumers buy home decorations and home 
construction materials at construction “fairs,” 
and they aren’t used to purchasing these items 
in hypermarkets. 

The opening of Leroy Merlin in St. Petersburg 
had a deep impact, said Alexei Yovlev, general 
director of the chain of hypermarkets Metrika. 

By his measure, the French chain came with an 
even higher standard for business than OBI and 
thus captured the whole market at once. But the 
company came to a market saturated to capacity 
and didn’t have enough time to turn the chain 
around. The company takes only a small share of 
the total market because it has only two stores, 
Yovlev notes.  

In France, Germany and England, there is little 
new construction of retail centers. Companies 
are geared toward improving efficiency in 
already existing stores and expanding into 
foreign markets, Michel Chez, general director of 
Immoshana, said in an interview with Vedomosti 

Customers heading in and out of a Leroy Merlin big-box store in St. Petersburg. It sells home repair materials.
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in April. (Immoshana is the developing and 
controlling company for Auchan Group.) Though 
he said he didn’t know how many retail center 
projects have been announced for Russia for this 
year, he said that in France, there is only one 
project.

Auchan will achieve good results through 
synergy — when a significant number of Auchan 
and Leroy Merlin stores are operating in Russia, 
Bobrovskaya said.

Auchan Group was created in 1961 by Gerard 
Mulliez with the opening of an Auchan store in 
France. It is now one of the world’s largest retail 
operators. In Russia, the company’s revenue 

trailed only Russian food store-superstore chains 
X5 Retail Group and Magnit.

In 2010, the investments into the country 
were $5.2 billion, according to Petrostat, and of 
those funds, France invested $1.8 billion, and 
thus becoming the largest foreign investor in St. 
Petersburg. The company invested 34.3 percent 
of the total amount of investments into St. 
Petersburg’s economy.  

Every country has its peculiarities that must 
be considered when organizing a business, said 
Pierre Dievar, director of Auchan Dybenko in St. 
Petersburg.

In Russia, the first and foremost consideration 
is the large distance between superstores, the 
traffic snarls in large cities and the large number 
of time zones. These factors have a huge impact 
on logistics, with distribution centers especially 
needing more time to operate here than they do 
in other countries.

Also, running a superstore chain in Russia 
requires a serious emphasis on the development 
of local suppliers. About 70 percent of the 
products sold at Auchan superstores are produced 
in Russia, while the St. Petersburg stores work 
with about 100 local suppliers, Dievar said. 

Since customer preferences differ from 
region to region, Auchan prefers local brands, 
and products from Russian companies can be 
delivered to the stores much faster.

Auchan stores in each city work independently 
with Russian manufacturers, assemble their 
selection of products and negotiate contracts. 
In fact, the design of Auchan’s superstores 
differs by country. For instance, the walking 
distance concept for superstores Auchan City 
and Nasha Raduga was created in Russia. Ashan-
Garden also is enjoying high popularity in 
Russia, since fruit and vegetable gardening 
at dachas, or small second homes outside the 
cities, is common here.

Dievar said all these factors must be taken 
into consideration, and Auchan can’t be afraid to 
be adapt these factors by country and by various 
regions in different countries. Auchan will be 
successful only with that mindset, Dievar said.

Auchan has 44 stores in Russia. Of these, 28 
are classical Auchan hypermarkets, with 14 in 
Moscow, four in St. Petersburg, two in Rostov-on-
Don and one each in Adygea, Samara, Krasnodar, 
Yekaterinburg, Nizhny Novgorod, Novosibirsk, 
Omsk and Voronezh.

Another 14 are Auchan City superstores, with 
eight in Moscow, two in St. Petersburg, and one 
each in Podolsk, Orekhovo-Zuevo, Yekaterinburg 
and Novosibirsk.

Finally, the chain also has two Raduga 
hypermarkets, one in Kaluga and one in Penza. In 
2011, the company plans to open hypermarkets 
in Samara, Kazan, Ufa and Chelyabinsk, Dievar 
said. Auchan is always looking for new places to 
open superstores, including in St. Petersburg, he 
added.        

As of 2010, there were about three 
big-box stores per 1 million people in 
Moscow, while in St. Petersburg, there 
were about 11 per 1 million people.
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The Decatlon, or Decathlon, sports superstore awaiting customers in St. Petersburg. It is Decathlon's first in Russia. 
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