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Abstract. This article provides a detailed review of the literature on the development of electronic com-
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OB30P PA3BUTUA QJ'IEKTPOHHOVI TOPIoBJIN B POCCUM
M EE NOCNEACTBUX ANA MANOIro sU3HECA

M. Onymekop, C.H. lNonbuybiH
Ypansckuli pedeparnbHbill yHUsepcumem, EkamepuHbype, Poccus

Annomayua. B 310l cTaTthe npeAcTaBiIeH MOAPOOHBIH IUTEpaTypHbIH 0030p HA TeMy Pa3BUTHS ICK-
TpOHHO# TOproeiu B Poccuu ¢ MomeHTa ee 3apoxaeHus B 1997 rogy. B HeM ocBemiaroTcsi BaxkKHbIE BEXH pocC-
CHUHCKOM 3JIEKTPOHHOM KOMMEpLIUH, BKIIIOYasi CO3/1aHNe MEPBOro 3JIEKTPOHHOIO KHIKHOTO MarasrHa, nepBoi
CHCTEMBI AJIEKTPOHHBIX IIATEXKEH U MEPBOT0 MOJIHOCTHIO 3JICKTPOHHOIO MarasrHa. Taxke npezcraBieHa oec-
IIPUCTPACTHAS OLIEHKA [E€PBOHAYANILHBIX TPYJHOCTEN IEKTPOHHOM kKoMMepuuH B Poccun u Toro, kak pbIHOK
BhIpoc 710 2,7 TpiH py6ueit B 2020 roxy, coctaBuB 21 % Bceit poccuiickoit po3HUUHOM TOproeiu. Takke ObLIH
[IPOAHAIM3UPOBAHBI IOCIEACTBUS BCETO 3TOTO JUISl MAJIOTO OU3HEca.

Knioueswie cnosa: >nexTpoHHAs KOMMEPIHS, MaJblii OM3HEC, AIeKTpOHHAas koMMepuus B Poccun, pazsu-
THE 3JIEKTPOHHOU KOMMepLUHU B Poccuy, HCTOKH 2JIEKTPOHHON KOMMEPIIMHU, POCCUICKasi IKOHOMHKA, POCCHM-
CKasl 3JIEKTPOHHAsi PO3HUYHAS TOPTOBIIA, Pa3BUTHE AJICKTPOHHBIX IJIaTeXeH
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Introduction

Electronic commerce, also known as e-
commerce, online commerce or digital trade, has be-
come an increasingly dominant part of the Russian
and global economy. Chaffey (2007) defines electron-
ic commerce as all “types of transactions between
organizations and stakeholders whether they are fi-
nancial transactions or exchanges of information or
other services”, while Holsapple and Singh (2000)
synthesized the several disparate aspects of electronic
commerce to produce a seamless definition which
takes into account the “trading view, the information
exchange view, the activity view, the effects view, and
the value chain view” of electronic commerce. Apple-
gate et al. (1996) argued that electronic commerce
involves more than simply buying and selling over the
internet, and it also includes “all sorts of presale and
postsale efforts”, and a number of other factors includ-
ing “market research, generation of qualified sales
leads, advertising, product purchasing and distribu-
tion, customer support, recruiting, public relations,
business  operations,  production  management,
knowledge distribution, and financial transactions”.

However, perhaps the most comprehensive defi-
nition of electronic commerce was presented by Rolf
T. Wigand (1997), who explained electronic com-
merce as any form of economic activity conducted
through electronic connections. He further argued that
electronic commerce covers a wide spectrum includ-
ing electronic markets, electronic hierarchies, elec-
tronically supported entrepreneurial networks and
electronic networks. He also included commonly
available services in tourism, finance, insurance,
product distribution and customer services as part of
electronic commerce (Wigand, 1997). Today, elec-
tronic commerce has also come to include digital ad-
vertising, social media commerce, online gambling
and online brand development, among others.

The global electronic commerce market has
grown exponentially over the past several decades. It
is now a multi-trillion-dollar industry which has be-
come pivotal to the economies of many countries
around the world. In the Russian Federation, the elec-
tronic commerce sector has experienced astronomical
growth and technical progress over the pastl0 years,
and both Business to Consumer (B2C) and Business to
Business (B2B) e-commerce sales have reached his-
toric levels. Furthermore, Russia also prominently
features cross-border e-commerce transactions with
dominant players like Aliexpress and ASOS, among
others. Electronic commerce has not only become
vital to the Russian economy, it has also played an
important health role in the last few years, as the
world grappled with the Covid-19 pandemic. Russian
consumers, including vulnerable groups such as the
elderly, turned to e-commerce to maintain social dis-
tancing/restrictions, while continuing to buy essential
products. This behavioural change, fuelled by the
Covid19 pandemic, has resulted in the further extraor-

dinary growth of electronic commerce stores and mar-
ketplaces in Russia in the last 2 years (Olumekor &
Polbitsyn, 2021).

This article explores the development of electron-
ic commerce in Russia by examining relevant litera-
ture and data on the subject.

Importance of E-commerce

The global e-commerce sector was a $1.3 trillion
industry in 2014, and by 2020 it had almost quadru-
pled in size with a revenue of $4.28 trillion. It is ex-
pected to continue its huge growth into the future with
revenues of $5.4 trillion in 2022 and $6.5 trillion in
2023 (Statista, 2020). According to research from Da-
ta Insights (2021b), the Russian e-commerce market
grew by 78 % in 2020, making Russia one of the fast-
est growing e-commerce markets in the world.

The importance of a thriving e-commerce market
to the economy of a country has been well document-
ed by several scholars, including Liu (2013), who ar-
gued that e-commerce can be a vital tool to growing
the economy of a country, and Molla and Heeks
(2007) who extolled the role e-commerce could play
in improving the economies of developing nations.
Furthermore, e-commerce also has the ability to im-
prove trade for countries (World Trade Organization,
2013), to help business increase sales especially in
moments of crisis (Yun et al., 2020), for business ex-
pansion (Xia & Zhang, 2010), for education (Gold-
smith & McGregor, 2000; Olumekor, 2021) and to
help small and medium enterprises become more
competitive (Grandon & Pearson, 2004; Karagozoglu
& Lindell, 2004; Kurnia et al., 2015; Lucking-Reiley
& Spulber, 2001; Min & Galle, 1999; Subba Rao et
al., 2003).

Development of Electronic commerce

The history of modern e-commerce can be traced
back to the development of computers going back to
the late 1940s and early 1950s (Smith, K.T. 2008).
According to the Smithsonian Magazine (2015), the
world’s first genuine e-commerce transaction occurred
when Dan Kohn, founder of NetMarket sold a CD of
Sting’s “Ten Summoner’s Tales” to his friend in Phil-
adelphia, who paid $12.48 plus shipping, and “used
data encryption software to send his credit card num-
ber securely”.

Development of Electronic Commerce in Russia

In Russia, e-commerce began in 1996 after
‘Symvol Plus’, the Russian book publishing company,
created its electronic store to sell books in all of Rus-
sia. It was created to mirror Amazon, the American
bookstore which was created two years earlier in
1994. In 1997, Symvol Plus changed the name of its
electronic store to ‘Books.ru’, a website which still
sells books till today. About one year after the creation
of Books.ru, Ozon.ru — also simply referred to as
Ozon — was created to also sell books via the internet.
However, unlike Books.ru which has largely remained
an online bookstore, Ozon expanded into selling elec-
tronics, toys, CDs and DVDs, and eventually many
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Table 1

Some major milestones in the development of internet and e-commerce

Year

Milestone

1946 The first computer was developed by the University of Pennsylvania

1958 ARPA — The Advanced Research Projects Agency is created in the United States of America

1969 ARPANET, the precursor to the modern internet is created

1970 The adoption of Electronic Data Interchange begins.

1972 The first internet transaction between students at Stanford University and MIT

1974 ARPANET is commercialised by Bolt Beranek and Newman, and Telnet is created

1982 net” becomes widely used

Transmission Control Protocol (TCP) and Internet Protocol (IP) are created and the term “Inter-

1989 The internet reaches 100000 users

1992 The World Wide Web (www) is formally released.

1994 Dan Kohn conducts the first fully e-commerce transaction using data encryption software
2000 The internet reaches 360 million global users

2014 E-commerce sales surpass $1.3 trillion globally

2021 The Internet surpasses 5.1 billion users

Sources: Smith K.T. (2009), Smith et al. (2010), Smithsonian Magazine (2015), Internet World Stats (2021),

Statista (2020).

other products (Hawk, 2002). Today, Ozon is a fully
fledged e-commerce company selling almost every
type of consumer good, and in 2020 it completed its
Initial Public Offering with a valuation of over $6.2
billion (Bloomberg, 2020).

The case of Ozon is not an outlier in global and
Russian e-commerce. According to Statista (2021),
2.14 billion people are expected to buy goods and ser-
vices over the internet in 2021. That represents an
extraordinary amount of growth compared to 2016,
when 1.66 billion were e-commerce customers. Vari-
ous scholars argue about the different reasons fuelling
the growth of e-commerce; however, it is undeniable
that growth in e-commerce has coincided with the
growth in the number of internet users, especially the
astronomical growth in mobile internet usage. Accord-
ing to Kemp (2021), as of January 2021, there were
226.6 million mobile connections, and data from the
World Bank (2020) show more than 82.6 % of the
Russian population used the internet in 2019, com-
pared to just 49 % in 2011. During the same time pe-

riod, e-commerce sales increased from just 89 million
orders in 2011, to over 830 million orders in 2020
(Data Insights, 2021b).

Further research from Data Insights (2021b)
show the current size of the Russian e-commerce sec-
tor to be 2.7 trillion rubles, while the share of electron-
ic commerce has risen to 21 % of overall retail sales in
Russia, compared to just 11 % in 2018.

However, similar to the experiences of other
countries, e-commerce in Russia faced some initial
challenges during its infancy. The first major chal-
lenge was how to handle payment for goods bought
electronically. Due to the low usage of credit cards
between 1997 and 2001 in Russia, e-commerce stores
adopted a system of enabling customers to either pay
cash on delivery or pay via bank wire transfer. The
complexity of this system led to the rise of Russia’s
first electronic payment system, CyberPlat. Cyberplat
was created by Platina bank in 1998 and completed its
first electronic commerce transaction in August of the
same year (Kommersant, 2000). The invention of
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Figure 1. Number of Orders in electronic commerce in Russia
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Figure 2. Share of E-commerce in Russian retail
Data Source: Data Insights, (2021b)

Cyberplat — and subsequently other e-payment solu-
tions like WebMoney — was a significant milestone in
the development of electronic commerce in Russia
(Hawk, 2002). Furthermore, another initial challenge
during the early periods of e-commerce in Russia, was
how to handle logistics and product delivery. Russia is
famous for its vast terrain, and delivering goods all
over the country all year round — including during the
harsh winter season — proved to be difficult (Hawk,
2002). Nevertheless, electronic commerce companies
overcame this problem by building their own logistics
and delivery systems.

Most major stores in Russia currently offer some
form of opportunity for customers to buy their prod-
ucts online. Figures from Data Insights (2021a) show
the leading e-commerce company in Russia to be
Wildberries with a revenue of 413 billion roubles in
2020, this represented about double its revenue in
2019. Furthermore, Wildberries has also expanded its
operations beyond Russia and the Commonwealth of
Independent States. It now has a presence in Poland,

Ukraine and Israel, and it has also just begun to enter
the European Union and American markets (East-
West Digital News, 2021). Ozon is the second leading
e-commerce company in Russia. It also reported an
extraordinary increase in its 2020 profits, with a reve-
nue growth of over 144 % from 2019. The exceptional
revenue growth of Russian e-commerce companies in
2020 was primarily driven by the Covid-19 pandemic
(Olumekor & Polbitsyn, 2021). Citilink, DNS-Shop
and Mvideo complete the top 5 companies in Russian
e-commerce (Data Insights, 2021a).

Implications for small businesses

As more industries and customers in the Russian
economy accelerate their movement towards electronic
commerce and economic digitalisation, it is important
to note that the initial stages can be highly disruptive for
small businesses in particular. In an extensive study of
the effect of electronic commerce and overall digitalisa-
tion, Scholz et al. (2020) found that businesses could be
vulnerable to digital threats and proposed a method to
quantitatively analyse and overcome this. Furthermore,
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extensive studies on different areas of electronic com-
merce and overall digitalisation have been linked to
future unemployment, and challenges for businesses
and the larger economy (Arntz et al., 2017; Frey and
Osborne, 2017; Sorgner et al., 2017).

However, the overwhelming body of research
suggests that electronic commerce can be beneficial to
small businesses in the long run (Subba Rao et al.,
2003; Chen & Zhang, 2015; Tan & Ludwig, 2016;
Grandon & Ramirez-Correa, 2018; Nathan et al,,
2019). For small businesses in Russia, the opportunity
to reach customers in any part of the country regard-
less of season, operating cost reduction, targeted digi-
tal marketing, customer flexibility, data collection and
analysis, supply chain optimisation, and improved
customer satisfaction are some of the reasons to adopt
e-commerce. However, while e-commerce has im-
proved its share of overall retail to 21 %, there re-
mains room for improvement. Recent research on the
reasons why some small businesses choose to use
electronic commerce while others refuse have shown
that factors like risk perception, online trust, and inno-
vativeness, among others, are significant influencers
(Nathan et al., 2019; Grandéon & Ramirez-Correa,
2018). In particular, a study of small businesses in
Malaysia and Singapore revealed online trust to be the
biggest influencer of small business electronic com-

merce adoption. To increase online trust and to make
small businesses more competitive, (Chen & Zhang,
2015) recommended investment in IT infrastructure.
Their research found that it leads to significant com-
petitive advantage for businesses.

Conclusion

This article provides a detailed review of current
literature on the development of electronic commerce
in Russia from its origins in 1997 to today. We traced
the development of e-commerce in Russia from its
founding in 1997, to the 2.7 trillion ruble industry that
it is today. We uncovered many noteworthy mile-
stones including the creation of ‘Symvol Plus’ in 1997
which became Books.ru, to the creation of Ozon
which became Russia’s first general e-commerce
store, and the creation of CyberPlat, which provided
Russia’s first e-payment service and helped ease a lot
of challenges with financial transactions in the early
periods of Russian electronic commerce. As electronic
commerce accelerates in Russia, we analysed its im-
plications for small businesses

The main limitation of this study is that it is lim-
ited in scope and does not cover the changes in in-
vestments and governmental policies — including taxes
— which have increased the growth of electronic com-
merce in Russia. Therefore, additional research on the
topic is highly encouraged.
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