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Abstract

The main reason of continuing discussions aboderintly oriented government actions
during the formation of quite contradictory soaald economic space of the Russian retail is
that the dynamics of retail trade turnover and &idvices to the population from the end of
2014 start to fall rapidly. The article presents tlesults of original research of relationship
between government, business, and retail, in tihegb of key societal changes taking place
in the Russian economy and politics. The governriterdgpresented as a special organization
of political power, which has a special coercivevpg and expresses the will and interests of
the ruling group; is noted that the executive agislative branches of government are both
important in analyses of retail market. The artdéals with the real impact of business pro-
jects during acceptance of amendments to the HddmraNo. 381-FZ "On the Fundamentals
of State Regulation of Trade in the Russian Feaerabn the basis of expert and statistical
data. The article analyzes the consequences ahafgractices of the new Russian national
project to support small and medium-sized entegprisising the terminology of R. Merton
and P. Sztompka.
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Dziatania rzadu podczas tworzenia przestrzeni spotecznej i ekonocznej
dla rosyjskiego handlu detalicznego

Streszczenie

Gtéwnym powodem kontynuowania dyskusji ami ukierunkowanych dziataniacharz
du podczas tworzenia zupetnie sprzecznych spotetznyospodarczych rosyjskich prze-
strzeni detalicznych jest tae dynamika obrotdw handlu detalicznego i ptatnystug dla
ludncsci od kaaca 2014 roku zaeia szybko spada W artykule przedstawiono wyniki ory-
ginalnych bada relacji medzy rzdem, biznesem i handlem detalicznym, w kofitek
gtdbwnych zmian spotecznych zachagdgch w rosyjskiej gospodarce i polityce. gdzjest
reprezentowany jako specjalna organizacja wtad4itypenej, ktéra dysponuje szczegdin
Mo przymusu, i wyraa wok oraz interesy grupy ggdzacej. Naley zauwayc¢, ze zarOwno
wiadza wykonawcza, jak i ustawodawczawsazne w analizach rynku detalicznego. Artykut
porusza problem rzeczywistego wptywu projektow bemwych w odniesieniu do poprawek
przyjetych do federalnej ustawy nr 381-FZ "O podstawasfutacji handlu w Federacji Ro-
syjskiej”. Wykorzystano do tego dane statystycze&sperckie. W artykule,zywajac termi-
nologii R. Mertona i P. Sztompki, analizuje &onsekwencje nieformalnych praktyk nowego
rosyjskiego projektu wsparcia matyckrednich przedsbiorstw.

Stowa klucze:ksztattowanie przestrzeni gospodarczej, Rosjekytetaliczny

® The work was supported by the Russian Foundatioifimanities Fund, project No. 16-030-00500. Tynme
State University.
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Introduction

Russian retail developed without interference fithi government regulations for a long
time. The situation has changed radically in regeatrs, with the government now actively
controlling the important market segments. Howetlez, effectiveness of such controls is not
clear. On the one hand, retailers and suppliers tbeir own relationship of cooperation and
try to find new ways of mutual control over eachests activities. On the other hand, almost
all activities in retail form both formal and infaal relationships, which contributes to pro-
moting their products effectively, shifting the gomment representatives from this interac-
tion process. This contradiction determines thaality of present research.

The authors have formulated a hypothesis aboun#étere of the relationship between
leading market participants and government ingbitist This interaction does not have a def-
inite character; it manifests in the active goveenincontrol over the trading sector, but in
disputed areas, unsupported by direct market gaaits. Such sensitive issues as the protec-
tion of small and medium-sized enterprises, qualdgtrol of manufactured goods, the labor
market in the area of trade and production remaeno The purpose of this work is to dis-
close conflicts of interaction between governménsiness, and retail, in the context of key
societal changes, taking place in the Russian engramd politics.

Scientific methods of theoretical and applied redeaincluding systematic, comparative
analysis, statistical data, and study of databastenmals: Ebsco, Elibrary, Emerald, Scopus,
Web of Science, data from Federal State StatiS@rsice (Rosstat) were used by the authors.
This paper includes main economic and sociologlmabries about interaction between gov-
ernment and business in the retail sector, analyetesl information about the Russian retail
market in figures, presents the subject-object mehef regulation in the retail sector, de-
scribes its elements and discusses the consequehgesernment regulation in retail with
some challenges and solutions.

Economic and sociological concept of government, biness and retail interaction

The theoretical basis in the study of governmerat lamsiness interaction is institutional
research (Brown 1987, pp. 5-36; Commons 1924, 198169-76; Veblen 1984, 2007). Rep-
resentatives of institutionalism focus on the peotd of authority, vertical mobility, property,
monopolization, increasing government intervenimmgocial and economic processes, in the
context of economic realities research (Blaug 19984, Stiglitz 2000, 2012). Developments
in the institutional dynamics and deformalizatidnrales are also of interest to researchers
(Radaev 2007, 2008, pp. 20-50, 2009, pp. 3-30, R044ues relating to the impact of gov-
ernment policy on the development of economy ardesg conflicts of different interest
groups in the economy (Akhmedzyanova 2013, pp. @4B8vydenko, Romashkina, 2013,
pp. 95-104; Kamierczyk 2013, p. 65).

The discrepancy between the formal ideology of maneforms and the real socio-
economic environment directs a large numbers oplegeto self-interpretation of the shared
expectations and the search of appropriate adaptiirms on the basis of formed ideas and
experience. R. Merton’s conclusion made as a regudixplicit and latent institutions func-
tions analysis, according to which the functionafedts of official organizations generate an
alternative, informal structure for implementingstig needs more effectively seems appro-
priate (Merton 1968, 1976). Most of social relasbips, including economic ones, are infor-
mal. The formation of an informal organization withhe formal structure contributes to the
more efficient functioning and to meeting the neeflés members in some cases (Sztompka
1993, 1999, 2005). The scale of informal econoraiations is primarily associated with the
ineffectiveness of formal institutions, constragpitihe process of implementing its activities
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by market participants, according to the Hernandd&dto's neoinstitutional theory (de Soto
1989, 2000, 2006).

D. North's approach seems to be more effectiveed lmterrelated elements regulating
specific areas of public relations were singled iouthe internal structure of any institution.
There are systems of formal and legal, adminiseatind organizational norms and rules es-
tablished and regulated by the authoritative andiadtrative structures; informal rules, em-
bedded in the culture of each society; norms antkipe of behavior and legal mechanisms
of social control and the implementation of thades. Correlation between the effectiveness
and extent of presented elements define thosdutstial constraints that could pursue own
free activity (North 1997; North, Wallis, Weinga®2011). Theories of modern researchers
reveal the problems of trust between market paditis, their interaction in different types of
economies (Rippe, Weisfeld-Spolter, Dubinsky, Arnthakkar 2016, pp. 344-362); for-
mation of strategic alliance between market acBrgigan, Benic 2016, pp. 77-112); differ-
ent business strategies of retailers, manufactgm&rnment structures (Binkley, Chen 2016,
pp. 557-584). Author's research complements thi/sinaf interaction between government
and business on an example of contradictions digoboarising between the key participants
at retail market, demonstrates the effects of gowent regulations during the formation of
social and economic space of the Russian retail.

Russian retail market dynamics

The main reason for the continuing discussions ablmergent government actions dur-
ing the formation of quite contradictory social awbnomic space of the Russian retail is that
the dynamics of retail trade turnover and paid ises/to the population began to fall rapidly
at the end of 2014. Retail trade turnover fell B9dlat the end of 2015, it was the worst fig-
ure in the last years of statistical surveys. Farttlecline in retail trade turnover in 2017 is
observed (Figure 1).

Figure 1. Dynamics of retail trade turnover in Rusa, 2014-2017, in % (2013 = 100%)
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Source: Rosstat (Federal State Statistics Servieb}ite, retrieved 25th April 2017,
http://www.gks.ru/wps/wcm/connect/rosstat_maintatasi/statistics/enterprise/retail/#.

The rate of monthly reduction of retail trade remsaone of the most alarming indicators
for the Russian economy. Retail turnover was lomeb.3% in November 2016 than in No-
vember 2015. The rate of retail sales falling rahigethe interval from minus 6.4% to minus
4.9% with no apparent signs of slowing down sirfee heginning of 2015. The average re-
duction in retail trade turnover was minus 5.6%he first seven months of 2016, according
to Rosstat. This statistic takes into account teelide in sales of both food and non-food
goods. Moreover, the rate of non-food goods salegsdslightly higher — from minus 7.1% to
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minus 5%; while sales of food products decreasdd wirate of minus 3.2% to minus 6%,
from the beginning of the year. Retail trade tumroig falling during two consecutive years.
Decrease is stable by 5-6% at last few monthse@thvious year, according to Rosstat data
(Figure 1). Considering that the retail sector besn one of the most rapidly developing in
Russia and its dynamics were strictly positive fra@00 to 2014 (except the period of finan-
cial and economic crisis in 2009 he increase from 4% to 7% was observed durirsgpi-
riod, and therefore the downward trend of the fdtasiness in Russia causes a strong con-
cern in the last two yedfs

Figure 2. Real incomes of the Russian population024-2016, in % (2013 = 100%)
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Source: Rosstat (Federal State Statistics Servieb}ite, accessed 25th April 2017,
http://mww.gks.ru/wps/wecm/connect/rosstat_maintatasi/statistics/population/level/#.

It makes sense to compare the downward retail bssitrend with the dynamics of
household income in Russia. Real disposable inc@@fter obligatory payment deduction)
has been continuously falling during last two yg@@&15-2016), according to Rosstat (Figure
2). These values decreased by 5.9% year-over-y€actober 2016, which is twice more than
in September 2016. The peak decline was in AugQ$62when Russian incomes fell by
8.3%, and reached the maximum since 2008. In thenpegative trend of real wages dynam-
ics (Figure 3) decreases the possibility of a recpin demand among Russian consumers.

° According to the data of Federal State StatistiesviBe, section Retail trade, public services, isr
http://lwww.gks.ru/wps/wcm/connect/rosstat_main/tagau/statistics/enterprise/retail/#. (retrieve@bth April
2017).
19 According to the data of Federal State StatistiesviSe, section Retail trade, public services, igmr
http://lwww.gks.ru/wps/wcm/connect/rosstat_main/tagau/statistics/enterprise/retail/#. (retrieve@bth April
2017).
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Figure 3. Dynamics of average nominal and real wagen the Russia, 2011-2016 (seasonally adjusted;120
=100%)
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Source: Institute Development Centre, Higher Scluddtconomics (2016) Comments about the state had t
business. No. 122.

The dynamics of trade turnover and paid servicdbagopulation in 2007-2016 (season-
ally adjusted, 2008 = 100%) for the following pasiis: retail trade, paid services, trade and
services is shown in Figure 4. The dynamics ofilrétade, paid services to the population
and trade turnover in Russia, were positive frorty 2009 to January 2015, but then they
declines — in July 2016, all three trends fell betbe level as at July 2012 (Figure 4).

Figure 4. Dynamics of retail trade turnover in Rusg, 2007-2017 (seasonally adjusted, 2008 = 100%)
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Source: Institute Development Centre, Higher Scladdtconomics (2017) Comments about the state had t
business. No. 130.

This decline is particularly strong when comparethwanuary 2015: the scale of the fall
was about 15% to the average level of 2014. Strpikitive dynamics in December 2014 and
in January 2015 is caused by consumer excitemeaiulse of the weakening ruble to record
levels. The trends shown in Figures 3 and 4 caaexipdained by: the confrontation of sanc-
tions; the dependence of the Russian economy @aray jumps; the inability of the Russian
industry for large-scale substitution of bannedom@f goods; the high increase of the goods
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and services prices in different categories as resemuence. Such macroeconomic factors
obviously have a significant impact on the intei@cof all market participants. The question
arises: what has been happening in Russia duratast two years (2015-2016)? Are we see-
ing a long-term level of recession in the considgrarameters? Are there any other reasons
except economic dependence on resources and Westekation?

The model of Russian retail management

It makes sense to identify the most important pieygd their special interests in the re-
search process from the standpoint of the subjaietsb management analysis of retailing in
Russia for a more precise description of the ctiraed forecasted situation (Figure 5). Gov-
ernment actions and real results during the forwnatf social and economic space of the
Russian retail market can be represented in time @drthree large blocks of the subject-object
retailing management scheme in Russia with feedhaikg the known methodology of sys-
tem analysis (Optner 1965; Van Gigch 1978).

Figure 5. Subject-object scheme of Russian retail amagament
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Substantial elements of the "Block 1" managemebjesis as regulators constitute the
concept of "government activity": (1) Governmenttioé Russian Federation, represented by
the Ministry of Economic Development, Ministry afdustry and Trade, Ministry of Finance,
Ministry of Transport, the Federal Antimonopoly @ee, each of which carries a targeted
and quite fundamental impact on retail as an olpéechanagement; (2) State Duma, which
generates the basic laws for the retail sectoroc¢BR", management objects include: (1) re-
tail, retail formats, stores and their represewnésti (2) manufacturers.

Public trade organizations are particularly importaRetail Companies Association
(AKORT), which brings together the largest reta]drRegional Chambers of Commerce and
Industry, which bring together representativeshef husiness community and the administra-
tion in order to promote the development of regi@@nomies; Intersectoral Expert Coun-
cil on development of the consumer market (MES)ictviincludes both retailers and suppli-
ers, and which supports the principles of self-lagon of markets, reflecting the honest,
transparent and fair retailers-suppliers relatiggsboth at formal and informal levels. Social
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and political organization of business supporttgeng business interests are also important
("Russian Union of Industrialists and EntreprenguiSupport of Russia”, "Business Russia"
and others). "Consumers" are essential in the dpedl subject-object retailing management
scheme. They buy and consume all various prodgotsls and services provided by retail,
pay for them, and thereby generate cash flows wihéslen an absolutely life-saving and fun-
damental influence on all of the components pravio the presented model (Figure 5).

All communications — both direct and inverse — esged not only in the management
and organizational impacts and interactions, bustmimportantly — in the financial flows,
which are fixed between the subjects and objecteasfagement, in the form of actual results
of their interaction. "Block 3" includes actual ués in the considered subject-object man-
agement scheme — it is the results factually obthior to be obtained in the process of sub-
jects and objects management's interaction. THeesalts of the proposed conceptual identi-
fication are dynamic data presented in Figures dafnely the dynamics of retail trade turno-
ver, the dynamics of real disposable income, theadycs of the average nominal and real
wages, the dynamics of trade turnover and paidEnto population — all consequences of
the interaction between presented subjects andtsljpé management in Russia.

Government regulations for retail business

According to the expert survey commissioned by Heeleral Antimonopoly Service
among the representatives of business, 51% ofmondents consider procedures of trading
activities control as effective (Federal Antimonfyp8ervice, 2016). Only a third of the re-
spondents positively evaluate the impact of sectarsiness associations on the development
of competition. It is noted that companies oftenehto apply for explanations of trade law
application in particular situations. However, t#weswers are usually formal, in particular,
only the citation of legal articles. Experts bedwat the application of trade law is still shift-
ed toward retailers, while ignoring the large sigaglwith significant negotiating power, and
able to put pressure on the retailers. One shdsitdreote the absence of coordinated action at
different levels of government regulation in trasdetor. Also, according to experts, in crises,
government regulators should focus on stimulatirgasnres to support the economy and
avoid introducing strict regulation at legislatilesel, in particular related to issues, which can
be resolved by stimulating measures or at selfleegry level (Federal Antimonopoly Ser-
vice 2016).

In this article, the authors attempt to draw attento one of the key management deci-
sions during the formation of public social andremmic space of the Russian retail market,
namely the approval of amendments to the FedemalNla. 381-FZ "On the Fundamentals of
State Regulation of Trade in the Russian Federabgrthe Federation Council on June 29,
2016 adopted earlier (on June 24, 2016) by thee Batma. Market participants continue to
adapt themselves to the new environment, despatéaitt that every such amendment tough-
ens the activities of retail chains. Prices of goode and fall, instead of seeing shopping
shelves filled with cheap and quality goods. Thes wersion of trade law was published on
July 3, 2016. One of its key provisions is the netision of the contractual relationships
between retail chains and goods suppliers.

The concept of "trade network" is specified, whigmow recognized as a combination of
two or more commercial properties. Thus, the eféédtade law applies to a larger number of
trade objects. The total remuneration paid to #tailrchains by suppliers for the purchase of
certain amount of product is limited to 5% (Feddredde Law 2009). At the same time the
value added tax and excise duties are excluded tihhencalculation of this total amount. Var-
ious payments figured in the supply agreement ptesly, for example, charges for marketing
and payment product placement on shelves, diffasentis payments, and their sizes were
unlimited. In accordance with the new editing mampayment, postponement for retalil
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chains is reduced in favor of goods suppliers dfalays, on average, for different categories
of goods (Federal Trade Law 2009).

According to analysts, reduction of goods paymexays will lead to the growth of lever-
age for the major retailers, growth of average debtetailers. Decrease of the size of bonus-
es from suppliers will lead to a decrease in psodihd profitability of retailers in the short
term. Although the major operators of retail chaiase more opportunities for adaptung to
new rules than small enterprises, the adopted amenis will have an impact on them as
well. Retailers will be limited in the ability toompensate for lost bonuses by raising prices
because of the low purchasing power of the Rugstaple and increased competition. They
will find it difficult to change suppliers due tbe current food embargo. Trade formats will
require additional investments in working capitalaaresult. The limitation period for bring-
ing to administrative responsibility for violatiaf legislation is also increased from 2 months
to 3 years, with the purpose of tightening confF@deral Trade Law 2009). The formulations
of offenses and sanctions for their fulfillment av clarified.

Nevertheless, market participants continue to sesk ways of working around the rules,
e.g. the signing of contracts with suppliers abmarketing promotion of goods, contracting
supplies through subsidiaries, and so forth. Al,tbf course, increases the volume of docu-
ment circulation - all payments used to be regesten one supply agreement, but now retail-
ers sign several contracts with supplier and thetgbto comply with the terms of the author-
ized amendments of the Russian trade law. In additetail chains are deprived of creditors,
who used to function as suppliers, and they arkimgofor new ways to recover the losses
incurred, including attempts to shift the costd@oonsumers.

Conclusions

The analysis of Russian government actions and teai results during the formation of
social and economic space of the Russian retaibisetake it possible to conclude with a
fewclear conceptual theses. The growing distantedamn the market actors, representatives
of legislative and executive authorities, and thbjects of trade sector, including small and
medium-sized enterprises, leads to misunderstaragrejection of the state institutions,
which can lead to their deformation. It should Inelerstood that all retail formats, including
retail chains, are complex socio-economic organjsmge and branched, the main advantage
of which is to provide the widest assortment of dpat affordable prices to consumesr, and
appropriate distributing of manufactures’ goods,olthcertainly promotes development of
consumer culture and prompts expansion of thel raiket. Consequently, management and
regulatory actions from all control subjectd shobkl according to the authors, directed at
maintaining the activity of retailers and the retactor, rather than trying to implement sup-
port for manufacturers at the expense of retarhfis. It is obvious that in order to increase
the competitiveness of production, especially fporucts, additional investments in produc-
tion will be required.
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