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PART I:
OVERVIEW OF GLOBAL E-COMMERCE



1. CURRENT STATUS OF GLOBAL E-COMMERCE

1.1 CURRENT STATUS OF CONNECTIVITY
AND ICT INFRASTRUCTURE

In recent years, the use of information and
communication technology (ICT) has brought about
huge changes and gains in employment, consumption,
lifestyle and gender equality in global e-commerce. ICT
reduces the cost of consumption for buyers and allows
them to conveniently buy anything, at any time, from
anywhere. From the perspective of firms, ICT enables
them to reach out to consumers and communicate
with upstream and downstream customers, reducing
procurement costs, sales and production costs.
Proven correctly and efficiently by many e-commerce
activities in developing countries, making good use of
ICT-generated opportunities has contributed to their
increased participation in international supply chains.
Nowadays, with the use of ICT, artificial intelligence and
other modern information technologies, e-commerce
has become a powerful tool for changing international
trade and consumer life.

FIGURE 1. Number of global Internet users from 2000
to 2017 (100 million)
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Source: Global E-Commerce Report, published by CIECC in 2017>

FIGURE 2. Population and Internet users globally and
by region in 2017 (100 million)
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1.1.1 Current status of connectivity

The globalInternetexperienced rapid growth inthe 1990s
and steady growth since the millennia. It has evolved in
the last decades and its speed and accessibility have
increased dramatically. In 2014, approximately 110,000
e-commerce websites generated revenue worldwide?,
while in 2016 the number reached more than 1 million.
At present, the number of global Internet users is 4.157
billion and the Internet penetration rate has reached
54.4%?2.

Figures 1 and 2 show the scale of global Internet users
from 2000 to 2017, highlighting that connectivity has
steadily increased.

t CIECC(Institute of China International Electronic Commerce Center):
Global E-commerce report in 2017, _http://img.ec.com.cn/arti-
cle/201804/1523353479115.pdf, ppso.

2 CIECC (Institute of China International Electronic Commerce Center):
Global E-commerce report in 2017, http://img.ec.com.cn/arti-
cle/201804/1523353479115.pdf, pp8.&pp.6.
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Source: www.internetworldstats.com.

By region, the number of Internet users in Asia accounts
for the highest proportion of global Internet users,
reaching 48.7%. The Internet coverage rate in developed
countries and regions is relatively high, but its growth
rate of Internet users is relatively low. For example,
China is the world’s largest Internet market with about
772 million Internet users and an Internet penetration
rate of 55.8%*. The number of Internet users in India
has reached 462 million, making it the second largest
Internet market in the world.

A global trend that has been observed is the falling
costs of smartphones, and other end-user devices,

3 Source: Global E-Commerce Report, published by CIECC in 2017.
http://www.100ec.cn/detail--6444577.html

4 CIECC(Institute of China International Electronic Commerce Center):
Global E-commerce report in 2017, http://img.ec.com.cn/arti-
cle/201804/1523353479115.pdf
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which has facilitated greater access to broadband
internet worldwide, resulting in the birth of new,
disruptive business models. A decade ago, few would
have imagined that within seven years a technology
firm would be able to become the largest hotelierin the
world without building a hotel or guesthouse, or that
in six years a technology start-up could use a single
smartphone application to build a US $40 billion taxi
business without owning a car.

Atthe same time, as an increasingly affluent generation
of consumers and citizens around the world become
fluent with digital technology, even able to co-create
their own solutions, it is evident that ICT can improve
lives and empower citizens from megacities to some of
the most remote locations on Earth.

According to the ‘Connected’ series of reports published
by Vodafone and Accenture, even workers in the area
of agriculture and farming are being connected. The
role of mobile in driving efficiency and sustainability
in the food and agriculture value chain is shown by the
$138 billion increase in agricultural incomes across
26 countries. Moreover, it is reported that in India, 70
million farmers could benefit from an additional US $9
billion annual income, highlighting how mobile can
support farmers’ livelihoods. In fact, Accenture reported
that by 2020 new mobhile services could create potential
livelihood benefits of US $7.7 billion to workers annually,
while enabling a further US $30.6 billion in benefits to
organizations through improved productivitys.

Measuring progress towards the information society is
a complex task that entails striking a balance between
different dimensions of ICT experience in different
countries. The International Telecommunication Union
(ITU) documents the pervasiveness of ICTs and the extent
of digital divides between regions and countries through
its annual ICT Development Index (IDI). It aggregates
qguantitative indicators in the large majority of world
economies and pulls together 11 indicators concerned
with ICT access, ICT use and ICT skills into a composite
index which reflects the diversity and complexity of that
experience®.

According to ITU’s Measuring the Information Society
Report 2017, since 2005, the long-term trend in
penetration rates for various ICTs shows that the steep
rise in mobile-cellular subscriptions worldwide is now
tailing off as the global penetration rate is approaching
100 subscriptions per 100 inhabitants. At the same time,
there has been a gradual decline in the penetration rate
for fixed-telephone subscriptions, owing to fixed-mobile
substitution and the tendency for new users to prefer
mobile over fixed lines.

The growth in mobile-broadband subscriptions
worldwide has also been marked and has paralleled
that of mobile-cellular subscriptions in the last five
years, albeit at a lower level, rising from one fifth to

5 Accenture Strategy, Global e-sustainability initiative, ICT Solutions
for 21st century challenges.
https://kxdocuments.accenture.com/?k=ICT& page=1&0248=Yes

¢ International Telecommunication Union, Measuring the Information
Society Report, Volume 1, 2017.

one half of the penetration rate for mobile-cellular
subscriptions between 2011 and 2016. This has helped
to drive steady growth in the percentage of individuals
using the Internet (defined as those who have used the
Internet at least once in the last three months) and of
households with Internet access. The latter indicator
has now overtaken the percentage of households with
a computer.

However, the differences between countries in different
regions and at different levels of development are
remarkable. By comparing the figures for the continued
and significant digital divide between regions, between
developed and developing countries, and between
the majority of developing countries and the Least
Developed Countries (LDCs), it can be seen that while
penetration rates for mobile-cellular subscriptions are
now high in all regions, exceeding 100 subscriptions per
100 inhabitantsin four of them, they are still significantly
lowerin the Asia-Pacific and African regions, and in LDCs.
Internet and computer access as well as penetration
rates for broadband networks are also higherin Europe,
the Commonwealth of Independent States (CIS) and
the Americas, which are predominantly composed of
developed countries and middle-income developing
countries.

The results for LDCs on these ICT indicators are
particularly poor, especially where fixed-telephone and
fixed-broadband subscriptions are concerned. The low
position of LDCs reflects the substantial digital divide
between them and other countries, which remains an
important issue and has particular significance for
efforts to use ICTs to support the achievement of the
sustainable development goals (SDGs) adopted by the
UN General Assembly in 2015.

1.2 CURRENT STATUS OF E-COMMERCE

According to the definition of e-commerce made by the
United Nations Conference on Trade and Development
(UNCTAD)?, and from the tools, channels, and
infrastructure for the continuous evolution, expansion
and enrichment of the economy, the development of
e-commerce has continued a process of ecological
evolution. The vigorous development of online retailing
has promoted the development of a productive service
industry (including: broadband; cloud computing;
IT outsourcing; online third-party payment; network
marketing; online store operations; logistics; express
delivery; consulting services, etc.), which forms a huge
e-commerce ecosystem. The e-commerce infrastructure
has gradually improved and the impact of e-commerce
on the economy and society has grown continuously.

E-commerce not only stimulates new commercial
ecology and new business landscapes, but also further
influences and accelerates the transformation process
of e-commerce in traditional industries and promotes
and drives the overall economic transformation and
upgrading.

7Sources: UNCTAD: INFORMATION ECONOMY REPORT 2015, CHAPTER
I: REVISITING THE DEVELOPMENT POTENTIAL OF E-COMMERCE, PP 3.;
E-commerce Development Report of the Small and Medium Sized
Enterprises of BRICS Countries (2017), pp.9.
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Therole of e-commerce has also gradually come into play
in promoting economic growth, expanding employment,
smoothing the transformation and upgrading of
traditional industries and fostering strategic emerging
industries. At the same time, the reverse release of
e-commerce also meets a large number of consumer
demands that have not been effectively met. Online
consumption has gradually replaced offline retail.
Different from the industrial organization model, in
which the linear and vertical supply chain is the main
form in the industrial era, the platform model of the
information age comes out as a kind of industrial
organization model with “large platform + small front-
end + rich ecology” as the prototype structure and
network. Today, the “cloud + end”, “shared platform +
multi-application”, “large platform + small front-end”
and “basic platform + value-added business” models
that have been implemented are typical representatives
of the platform model. In many Internet commercial
platforms, corporate giants have also integrated
numerous service processes, modules and service
providers, including IT, finance, logistics, credit systems,
commodity systems, consulting and marketing. Over the
past 10 years, these have become the most important
driving force for business development.

E-commerce has gradually penetrated into the real
economy. Through being networked, the physical
industry has been absorbed into the economic
category of the Internet, which ultimately constitutes
a new economic form, the Internet economy. With the
development of the Internet economy, e-commerce has
also presented a variety of forms of expression in order
to meet the needs of different periods and different
groups. As we know, e-commerce has presented a variety
of marketing models, including business-to-business
transactions (B2B), business-to-consumer e-commerce
transactions (B2C), consumer-to-consumer transactions
(C20), online to drive offline consumption (020) and
customer-to-factory transactions (C2M).

Finally, due to the lack of official statistics on the value
of domestic and cross-border e-commerce, only a few
countries have collected information on e-commerce
revenue, and most of the available data about the
development of global e-commerce now comes from
private consultancy surveys or estimates from relevant
agencies.

B2B accounts for the greatest value of e-commerce. It
can involve online versions of traditional transactions
related to goods thatare subsequently sold to consumers
via retail outlets. It can also involve the provision of
goods and services to support other businesses, for
example outsourcing and offshoring. There are various
specialized B2B platforms that typically cater to certain
industries or value chains.

In 20178, global B2B e-commerce sales reached $7.7
trillion, and the global transactions indicate that it is still

8Ksenia Dobreva: Global E-commerce Trends and Statistics [2017-
2018], copyright by 2018 Amasty Ltd., pp.16. https://amasty.com/
blog/wp-content/uploads/2018/02/GLOBAL-E-COMMERCE-TRENDS-
AND-STATISTICS.pdf

the main force. According to data from many research
institutes and organizations?, it has been estimated that
the global B2B sales are approximately twice or thrice
as much as B2C.

With the booming development of the Internet, the
emerging e-commerce enterprise activities have
gradually been dominated by B2C e-commerce. As
mentioned in the E-Commerce Development Report
of the Small and Medium Sized Enterprises of BRICS
Countries (2017), the rise of online shopping has not
only changed the business model of global retailing, but
also led to an unprecedented growth of B2C e-commerce.

During 2011 — 2013, global B2C e-commerce maintained
an annual growth rate of over 20%*. While there was a
decline in growth during 2014 — 2016, in 2017, global
B2C e-commerce returned to a growth rate of more than
20% and it was faster than the past three years (see
Figure 3).

FIGURE 3. Global B2C e-commerce growth rate (%) by
year during 2011-2017
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Sources: Shanghai Academy of Social Sciences; Economic Founda-
tion, Global Ecommerce Report 2017.

By region, B2C e-commerce has grown faster in the
Asia-Pacific region and Latin America than in others,
especially in China. China’s B2C growth rate, at more
than 35 % in 2015, surpassed the United States as the
world’s largest B2C country that year'* and remains the
largest and fastest-growing e-commerce market to date.
According to the research conducted by China Internet
Watch®? in 2018, China’s B2C online retail market
reached US $187.74 billion with an increase of 43.2%
in 2017. In terms of current online sales, Europe and
North America follow them.

On the country level, the top 5 global countries in B2C

92018 Amasty Ltd.: Global E-commerce Trends and Statistics [2017-
2018]; Shopify Inc. [CA]: What Is the Future of Ecommerce in 2018
and Beyond? 10 Trends, by Herbert Lui, Apri.24, 2018, https://www.
shopify.com/enterprise/the-future-of-ecommerce

°E-commerce Foundation: Global B2C E-commerce Report 2016,
September 2016.

1E-Commerce Development Report of the Small and Medium Sized
Enterprises of BRICS Countries (2017).

2China Internet Watch: “China B2C online retail market overview
2017, led by T-mall and |D”, February 28, 2018, https://www.chinaint-
ernetwatch.com/23369/retail-b2c-q4-2017/
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sales are China, the USA, the UK, Japan and Germany
which together account for more than three-quarters of
global digital commerce. In 2017, the leading shopping
platforms gained orre-gained booming growth and it is
estimated that at present Alibaba, Amazon, and eBay
account for close to 50% of worldwide B2C e-commerce.

According to the 2018 B2C E-Commerce Research Report
published on the Research and Market Store®, the
emerging markets in the Middle East, Africa and Latin
America are expected to experience the highest growth
rates in B2C e-commerce sales of all the global regions.

In 2017, the most remarkable feature of B2C e-commerce
was that the worldwide mobile payment in online and
offline shopping was led by the Asia-Pacific region,
especially China and South Korea.* Mobile payment
makes payments easier and more accessible thus
stimulating B2C e-commerce development. Today, the
most widely used mobile payment services are Paypal,
Apple pay, Alipay and WeChat Pay, through which
consumers can buy anything they want, at any time,
from anywhere.

According to the Global Cross-Border B2C Electronic
Trade Market, jointly published by Accenture and Ali
Research Institute, the global B2C e-commerce market
has enjoyed a rapid increase in recent years, which
may retain the annual growth rate of nearly 14% in the
coming years. In addition, the transaction scale is also
expected to grow from US $1.6 trillion in 2014 to US $3.4
trillion in 2020. The growth of global cross-border B2C
e-commerce is particularly fast and the annual growth
of 27% is expected to raise the global market scale from
US $230 billion in 2014 to nearly US $1 trillion in 2020.
According to a rough estimation, the total number of
cross-border B2C e-commerce consumers will increase
from 309 million in 2014 to over 9oo million in 2020, at
an annual growth of over 21%, forming a powerful group

of digital consumption.

Although the C2C model was the starting point for
the rapid growth of the online retail market, after
years of development, it is gradually moving towards
standardization, quality and diversification. In this
trend, the proportion of B2C transactions has increased
during these years and in 2015 even exceeded the C2C
transaction scale for the first time in China.

2017 saw an explosion of developmentin 020 commerce
activities. 020 is an online-to-offline e-commerce
model, which combines online payment and customer
guidance. As a kind of e-commerce, 020 makes full
use of the universality and rapidity of the electronic
information network in information transmission.
However, unlike other kinds of e-commerce, the 020
model is characterized by its offline consumption and
offline experience. E-commerce includes information
flow, capital flow, logistics and consumption flow and
the 020 model is consistent with other models in its
information flow and capital flow, which all occur online.

BResearch and Markets: Global B2C E-Commerce Market 2018,
ResearchAndMarkets.com.
4Global B2C E-Commerce Market 2018, from Report linker.

Yet, in terms of logistics and consumption flow, where in
other models, goods are delivered to consumers through
express delivery, consumers go to physical stores for
direct consumption in the 020 model, namely logistics
and consumer flows occurring offline. By combining
online with offline, traditional business activities can
be merged with e-commerce organically.

The 020 model has driven the development of traditional
enterprises offline, changing its relationship with
traditional enterprises from competition to cooperation.
Firstly, the 020 model adopts the operation of physical
stores, where consumers screen and pay online while
actually consuming offline. Under this model, the
rapidity of online information resources transmission
has greatly promoted the expansion of the offline
operation scale. Secondly, as a kind of experience
marketing, the 020 modelis more in line with the current
consumption status and consumption psychology of
consumers. Consumers can still screen information
and pay on the Internet but can also feel the quality
of goods or services through actual experience offline,
thus helping to expand the scale of consumption. The
020 model combines online payment with offline
experience, forming a complementary consumption
chain. Online screening can help offline enterprises to
transmit information about their goods or servicesin a
larger area, and online payment can provide a basis for
the accurate prediction of sales for offline enterprises
so asto reduce the cost of inventory. Meanwhile, offline
consumption can provide the reference and basis for
online information transmission, so that enterprises can
understand the key factors of consumers and enhance
the market competitiveness of their products.

As a new trend, the development of 020 e-commerce
needstotake differentkinds offactorsinto consideration,
including political, economic, technological, legal and
cultural aspects. Furthermore, as a business model,
020 e-commerce model needs to pay attention to the
impact of market competition, including the overall
market supply, demand and benefits of the current
model, etc. The 020 model development of a single
enterprise is also affected by the management of the
enterprise itself, including corporate reputation, talent
management, quality of goods and services, information
platform, information security, etc.

The integration of emerging technologies and 020
facilitates the integration of online and offline resources
and guides the transition of traditional industries. For
instance, Airbnb, Apple’s retailing outlets, Macy’s and
Walgreen all adopt indoor positioning, big data and
mobile visual searches. Such application provides
productinformation, product position, mobile coupons,
self-checkout and self-guide services to consumers.

With e-commerce becoming more popular these days,
new changes have been brought to business and
production. Consumer-to-manufacturer (C2M) and
manufacturer-to-consumer (M2C) are going to be the
next trends and frontiers of e-commerce.



C2M refers to a brand-new e-commerce model that
occurred in the context of the industrial Internet and is
also known as short-circuiting the economy. It connects
manufactories and consumers directly and eliminates
the intermediate links of product distribution. By
producing based on order, it achieves zero product
inventories and can meet consumers’ individualized
demands.

The reason why an increasing number of enterprises
accept the C2M e-commerce model is that it has some
unique advantages over traditional e-commerce models,
including individualized customization, consumer
participation in manufacturing, low inventory, low costs,
low prices, sufficient supply of goods and efficient
logistics systems.

The online shopping environment is constantly
improving, and online services have become increasingly
mature, providing favorable conditions for smooth C2M
transactions. Nowadays, the diverse systematic tools
essential to e-commerce have been modularized and
corresponding solutions are increasingly procedure-
based, which lowers thresholds for the transition of the
C2M model. In the meantime, the constant improvement
of the automation and information level of traditional
manufacturing enterprises has laid a solid technologic
foundation for C2M transition.

The application of emerging technology always
energetically facilitates the emergence of new
businesses and models, such as mobile, smart and
interactive technology, which have fostered mobile
e-commerce, embedded interactive shopping, virtual
stores and smart self-service stores.

With the integration of mobile search, location-based
service (LBS) and mobile payment technology, the local
market provides a richer variety of services. Thanks
to LBS, clients identify surrounding service facilities,
including stores, hotels and cinemas, and receive
valuable information more conveniently. In addition,
every link from booking to payment can be conducted
via mobile terminals. Generally speaking, mobile
e-commerce has achieved the maximum utilization of
broken demands and time.

Some new business models, including social-networking
e-commerce, positional consumption, cross-border
e-commerce, group shopping and flash shopping have
been created by the integration of online and offline
resources and the integration of domestic and overseas
resources.

Nowadays, it is easier to find that the application
of e-commerce to traditional industries is further
deepened, and the emerging vertical e-commerce enjoys
prosperous development. For instance, agricultural
e-commerce, industrial e-commerce, Internet finance,
fresh product e-commerce and luxury e-commerce have
emerged in succession. Fintech, describing a business
that aims at providing financial services by making use
of software and modern technology® is a new emerging

shttps://www.fintechweekly.com/fintech-definition

e-business and there are many other new emerging
e-businesses growing, such as crowdfunding, P2P,
Sharing Economy, etc.®

1.3 CROSS-BORDER E-COMMERCE

Cross-border e-commerce, a new activity and pattern
of cross-border trade in which all parties conduct the
transaction by modern information and computer and
network technology, covers a variety of commercial
activities including marketing, transaction, payment,
services and so on. With the popularization of the
Internet, the advancement of cross-border logistics and
the improvement of online payment, the global cross-
border e-commerce B2C market is constantly growing. As
the product of a consumer era, cross-border e-commerce
isnot only a new model of foreign trade but an effective
pattern to broaden marketing channels overseas and
achieve the transformation and upgrading of foreign
trade. Besides breaking the barriers between states
and developing international trade into non-boundary
trade, cross-border e-commerce also brings about a
tremendous change in global trade.

Keeping pace with the development of people’s living
conditions, the international purchasing power of the
individual is constantly rising. Stronger consumer
demand on high-quality, cost-effective and more
diversified merchandise as well as overseas goods result
in overseas commerce players expanding business all
over the world. To seize these market opportunities,
many brands have started actively exploiting overseas
markets.

According to the Global Cross-Border B2C E-Commerce
Market Outlook report, published by Accenture and
Ali Research Institute, the size of the cross-border
e-commerce market has exceeded 230 billion, with
3090 million consumers in 2014; it is estimated that
the market size will reach 994 billion in 2020, growing
by an average rate of 27%. Furthermore, it is expected
that the number of consumers will be up to 943 million,
with more than half of online consumers engaging in
cross-border e-commerce activities and growing by an
average rate of 21%%".

According to the estimation of the United Nations
Conference onTrade and Development (UNCTAD), in 2015
cross-border B2C e-commerce totaled US $189 billion,
equaling 7% of the total value of B2C e-commerce, and
about 380 million consumers purchased on overseas
websites. In the ten countries with the most developed
e-commerce business, the size of B2C e-commerce
accounts for 1.4% of the total imported goods and 7%

*Most of them appears in China in recent years, for example the
MEITUAN, MOBIKE, LUJINSUO, and so on.

7Accenture Strategy, Global Cross-Border B2C E-Commerce Market
Outlook - Digital Consumption Reshapes Business Globalization,
www.aliresearch.com, Ali Research Institute — Accenture, Global
Cross Border e-Commerce Market 2020, Jun. 2015. https://unctad.
org/meetings/en/Presentation/dtl_eweek2016_AlibabaResearch_
en.pdf
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of the total B2C turnover, indicating that the market of
cross-border e-commerce is a significant business at
present.

1.3.2 Regional distribution

From a regional perspective, the global cross-border
e-commerce market can mainly be divided into three
regions: developed regions in Europe and North
America, the Asia-Pacific region and other emerging
regions, among which the former two are currently
market leaders. Developed regions in Europe and North
America are not only the leading consumer markets but
also dominant source supply locations. In a high-speed
stage of development at the moment, the cross-border
e-commerce market in North America has one third of
cross-border digital buyers from all around the world.
Realizing the great development potential in emerging
markets, exporting cross-border e-commerce players
have started transferring their targeted market towards
developing countries with minority languages.

Taking Australia for example, it can be found that 70%
of people take part in B2C e-commerce at least once
a year, and 48% when it comes to B2C cross-border
e-commerce (see Figure 4). We can therefore conclude
that more than half of online shoppers take part in
cross-border e-commerce in Australia. Although the
circumstances differ in other countries like the UK and
France lots of people still tend to take part in cross-
border e-commerce.

1.3.3 Key players

In 2015, the ten countries with the most developed
cross-border e-commerce included: the United States
of America, China, Germany, Japan, the UK, France, the
Netherlands, Korea, Canada and Italy. In China, the
number of consumers engaging in cross-border online
shopping reached 70 million, with cross-border B2C
e-commerce players accounting for 6% of the total B2C
e-commerce players. In the United States, the number
engaging in cross-border online shopping is up to 34
million, with the merchandise of cross-border B2C
accounting for 1.7% of the total imported merchandise
and cross-border B2C e-commerce players accounting
for 7% of the total B2C e-commerce players. Among
these ten countries, Italy has the largest proportion of
cross-border B2C players in its total B2C e-commerce
players, up to 12%, followed by Canada, with cross-
border B2C e-commerce players accounting for 16% of
the total B2C e-commerce players (see Table 1).

1.3.4 Challenges

While developing cross-border businesses, enterprises
encounter challenges posed by policy, technology,
culture, the market and so on. The following exist in
present cross-border businesses:

Firstly, enterprises’ understanding of cross-border
e-commerce can be insufficient. Many small and
medium-sized enterprises do not pay enough attention

FIGURE 4 Cross-border B2C e-commerce shopper penetration rate in 2015
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TABLE 1. Top 10 countries in cross-border e-commerce transactions in 2015.

Cross-border
customers online

Cross-border B2C

Total % of % of B2C Total B2C Number of
Transactions Imports of E-commerce Transactions Customers
(100M USD) Goods (100M USD) (10 thousand)

USA 400 1.7% 7% 6120 3400

China 390 2.3% 6% 6170 7000

Germany 90 0.8% 10% 930 1200

Japan 20 0.3% 2% 1140 900

U] ¢ 120 1.9% 7% 2000 1400

France 40 0.7% 6% 730 1200

Netherlands | 4 0.1% 2% 190 400

Korea 30 0.6% 5% 480 1000

Canada 70 1.7% 16% 480 1100

Italy 30 0.8% 19% 170 600

iTr?i)oltgl 1200 1.4% 7% 18390 18100

Global 1890 1.1% 7% 29040 38000

Source: UNCTAD estimates?®.

BUNCTAD Estimates: http://www.100ec.cn/detail--6444577.html

to business law systems, trade policy, government
interventions, economy and the cultural environment
of the trading partners or get familiar with international
trade rules. Due to their lack of knowledge about cross-
border e-commerce, most small and medium-sized
e-commerce players only follow the trend of building
their cross-border e-commerce platform. As a result,
they do not have any experience building and promoting
their enterprise image and brand.

Secondly, a lack of cross-border e-commerce logistics
is a common problem. Small and medium-sized
enterprises are often overwhelmed by the high cost
of international logistics. Lacking a complete system
and poor infrastructure can also seriously affect the
development of cross-border logistics and inefficient
logistics services can no longer satisfy the increasing
demand of cross-border e-commerce enterprises on
logistics systems.

Thirdly, differences in language, customs and cultures
are also obstacles that are often neglected. As the
development of e-commerce business is closely
related to culture, social customs, consumption habits
and individual incomes, when facing clients from all
around the world, small and medium sized enterprises
should fully understand the cultural environment of the
target market before making corresponding goal-setting
strategies.

Furthermore, often the creditis notenoughto supportthe
cross-border e-commerce transactions, which are mainly
displayed in the sellers’ descriptions of a particular
good’s quality, buyers’ comments on transactions, third-
party settlement institutions’ protection of money and
so on. Besides the language and freight issues, laws,
regulations and policies related to e-commerce as well
as credit standards also vary from country to country.
Their credit management systems are separated.

Moreover, the absence of an interconnected payment
system for cross-border payment is not good for the
development of cross-border e-commerce. Cross-border
network payment technology has not been perfected
yet and thus safety and convenience improvements are
still required. Sellers may find it hard to solve online
payment issues.

Nevertheless, what sellers are most concerned about is
the barrier caused by relative laws and regulations. For
sellers, every target country has their own law regarding
product returns, consumer protection, labels, discounts
etc. which not only greatly increase the compliance
costs, but, also add uncertainties to the cross-border
transaction. Most sellers still fail to provide a complete
quote of the landed cost (net price + freight + tax) while
trading, which directly affects business.
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2. GLOBAL TRENDS IN E-COMMERCE

2.1 CHALLENGES TO GLOBAL E-COMMERCE

2.1.1 Safety has become the main problem
of e-commerce

Due to the fast growth of e-commerce, more and more
people can benefit from its convenience, but it is not
without its problems. The most serious one is the
infringement of intellectual property rights and malicious
falsehood in competition between e-commerce
companies, which has brought social attention.

Internet security contains the usability, confidentiality,
integrity and facticity of information. Most networks
ensure the payment and personal information by setting
security protocols. The use of security servers can reduce
online security problems to a certain degree as they use
encryption technology to avoid being wiretapped during
the data transmission of online business.

2.1.2 The investment activity in Global
E-commerce shows a downward trend

According to CB Insights, in 2014 the number of initial
public offerings (IPOs) in global e-commerce peaked
at 402, while the number was 260 in 2013 and 336 in
2012. There are 17 companies that are listed successfully
in that year. Take the financing frequency of the
unlisted companies as index to measure the activity of
e-commerce investment. In 2016 the global e-commerce
investment activity fell to the lowest level since 2012
with only 332. Among the three biggest markets, while
the market in India grew, the activity of business in
China and America was in a downtrend.

2.2 ANALYSIS OF GLOBAL E-COMMERCE
DEVELOPMENT TRENDS

2.2.1 The global e-commerce development
growth trend is at a turning point.

As Figure 5 indicates, we can calculate that the growth
rate of global e-commerce began decliningin 2016 from
25.6%. This also happened in developed countries like
the United States as well as developing countries like
China. The global e-commerce development growth
trend is reaching a turning point and the main reason
is due to new changesin the development environment.
The growth space and potential of the industry are
limited, while the development of e-commerce will
change, grow and refine extensively.

As seen in Figure 5, through statistical analysis, it
has been calculated that the growth rate of global
e-commerce has been declining since 2016 (where the
growth reached a peak of 25.60%). This “peak — fall”
(and eventual return to peak) in the global e-commerce
growth has occurred in the past at the country level as
evidenced by similar observations in the United States
and China (which are global e-commerce development
drivers). Given these prior occurrences and current
observations, it can be stated that e-commerce
developmentwill soon be ataninflection pointwhere the
growth of this sector can either accelerate or decelerate
(which largely depends on the actions the international
community and countries undertake from here-on). From
an industrial perspective, it is important to note that
global industrial growth has been slow recently, but
the changes in the global e-commerce sector can alter
these industrial development trends.

FIGURE 5. The global online retail market trade volume and growth rate 2012-2018 (US$ trillion)
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“Retrieved from data published by CIECC: http://www.100ec.cn/detail--6444577.html
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2.2.2 E-commerce has become increasingly
unbounded

There are clear differences between various industries
with various links such as the industry chain, including
production, wholesale, retailing, logistics, payment,
media and so on, functioning in obviously different
fields. However, with the development of emerging
technologies and globalization such differentiation
has gradually been blurred, and boundless features are
becoming increasingly prominent among enterprises,
industries and regions.

Firstly, because of the emergence of non-boundary
enterprises, enterprises notonly have greateraspirations
inincreasing their market shares but also in expanding
the scope of their business interests. At present, Alibaba
has started distribution in multiple fields including
financing, logistics, medical care and cloud computing;
Amazon, besides its retail business, has led the world in
hardware and enterprise services; eBay’s revenue from
the businesses of financial payments and e-commerce
solutions has been just under half of the total profit.

Secondly, due to the indistinctness of industrial
boundary, e-commerce enterprises can be built in two
ways- self-establishment and acquisition. For example,
Walmart, has developed its online business through its
acquisition of various e-commerce platforms including
Jett, ShoeBuy and Moosejaw, achieving win-win result.
Other enterprises, like Carrefour, Yonghui, H&M, etc.,

chose to open up online channels by building their own
platforms and keeping the unity of the brand and control
as their core competitiveness.

Thirdly, cross-border e-commerce has been a new trend
of global e-commerce and was built on the Internetas a
global platform. Cross-border e-commerce platforms like
Amazon and eBay provide opportunities for numerous
small and medium- sized enterprises around the world
to participate in global trade. Since Alibaba acquired
Southeast Asian e-commerce platform Lazada and
invested in Indian e-commerce platform Paytm, and
Amazon acquired Sougq, all e-commerce giants are
moving into the overseas markets.

2.2.3 The global e-commerce will gradually
shift to emerging regional markets

The E-Commerce Development Report of the Small and
Medium Sized Enterprises of BRICS Countries in 2017,
highlights that in recent years e-commerce in emerging
economies such as Asia-Pacific, central and eastern
Europe, Latin America, the Middle East and Africa,
have grown rapidly, with much higher growth rates
than in North America and Western Europe. In these
emerging economics the share of Internet population
and innovation capacity is growing. The proportion of
e-commerce in emerging countries and regions will
continue to rise, and the focus of global e-commerce is
shifting gradually, as Table 2 indicates.

TABLE 2. Global B2C e-commerce market share 2013-2017(US $100 million).

Emerging Region
Asia-Pacific 3839 5252 6812 8557 10529
Speed Increase | 27.46% 36.81% 29.70% 25.62% 23.05%
Proportion 30.75% 35.03% 38.65% 41.89% 44.90%
Central and Eastern Europe 495 580 644 689 731
Speed Increase | 19.28% 17.17% 11.03% 6.99% 6.10%
Proportion 3.97% 3.87% 3.65% 3.37% 3.12%
Latin America 481 577 649 706 746
Speed Increase | 27.93% 19.96% 12.48% 8.78% 5.67%
Proportion 3.85% 3.85% 3.68% 3.46% 3.18%
MEA 270 338 396 455 514
Speed Increase | 31.07% 25.19% 17.16% 14.90% 12.97%
Proportion 2.16% 2.25% 2.25% 2.23% 2.19%
Proportion in Total £40.74% 45% 48.21% 50.95% 53.39%
Developed Region
North America 4310 4826 5383 5979 6604
Speed Increase | 13.48% 11.97% 11.54% 11.07% 10.45%
Proportion 34.52% 32.19% 30.54% 29.27% 28.16%
Western Europe 3089 3420 3745 4040 4326
Speed Increase | 11.60% 10.72% 9.50% 7.88% 7.08%
Proportion 24.74% 22.81% 21.25% 19.78% 18.45%
Proportion in Total 59.26% 55% 51.79% 49.05% 46.61%

Source: eMarketer, Global B2C Ecommerce Sales to Hit US $1.5 Trillion This Year Driven by Growth in Emerging Markets.

20




China grew the fastest among the emerging regional
markets and in recent years, its e-commerce market has
not only become the biggest in the world (see Figure 6),
but also has a growing proportion in the global market.
Its market size will reach US $1.422 trillion by 2020, far
exceeding the United States.

FIGURE 6. Online retail market trade volume 2016 and 2020

Online Retail Market Trade Volume in 2016
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Enterprises in emerging regions have increasingly
prominent innovation capacities. Nowadays, the vast
differences between emerging regions and developed
regions are not only reflected in consumption demands,
butalsointhe development environment of e-commerce,
including incomplete information infrastructure, weak
logistics support systems, deficient financial payment
means, a high reliance on mobile terminals like mobile
phones and incomplete laws on consumer protection.
Due to these problems, the e-commerce model, which
originated from developed regions, may not be suitable
in emerging regions. It is also one major reason why
e-commerce giants, including Amazon, have poor
performances in emerging regions. As a result, the
e-commerce enterprises in emerging regions should
be based on localized innovations and should facilitate
the development of local commerce.

Current innovations are reflected in the following three
aspects:

1. Innovations of the financial payment methods
brought by e-commerce. Shopping and trading
online have brought great challenges and threats
to the traditional cash and on-the-spot transactions.
Quick, safe, convenient and efficient trading and
payment methods are important key factors in the
e-commerce process and in order to adapt to its
rapid development we have to change and innovate

2°Data published by CIECC: http://www.100ec.cn/detail--6444577.
html
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accordingly. For example, mobile payment methods
such as Apple pay, Paypal, Alipay, NFC, and Pay
TM are not only technically progressive, but have
also bought about technological innovationsin the
electronic payment process itself, such as security
encryption, block chain technology, etc.

Innovations in the logistics system. The third-
party logistics system is highly undeveloped in
most emerging regions and particularly in remote
regions. In this context, the e-commerce enterprises
of many emerging regions all start to set up a
logistics system, which turns companies into heavy-
asset companies. Typical examples include JD.com
in China and Kilimall, a large African e-commerce
company.

Innovations in mobile e-commerce and 020.
Gartner Group, a market research company,
believes that the integration of mobile payment
and smart mobile phones is a new indicator and
consumption infrastructure in Asia and Africa that
guides the growth of economic activities. Nowadays,
mobile e-commerce and 020 have seen diverse
innovations, such as QR code, WeChat merchants
and diverse apps. It shows that the development of
e-commerce in emerging regions may shift towards
the model of joint development (computer terminals
and mobile terminals) as well as a faster growth in
mobile terminals.
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Nowadays, great changes have taken place in the
environment of industrial development. Firstly, the
consumption preference of a new generation of
consumers has substantially changed and is reflected
in the increased emphasis on high-quality experience,
inner satisfaction and service convenience. Secondly,
e-commerce has been an emerging technology-intensive
industry. Emerging technology is widely applied to the
diverse management and service links of e-commerce.
Classified by trading links, e-commerce includes
e-commerce information, e-payment, e-commerce
management and services, e-commerce logistics and
supply chain management. These links have widely
applied emerging technology, including: mobile
communication technology; cloud computing; virtual
technology; smart interaction; indoor positioning;
network of things; low-temperature distribution logistics
technology; biological recognition technology; smart
storage lockers and UAV. For instance, the virtual
technology is applied to set up virtual stores and
provide new embedded and interactive services; NPC,
HCE, biological recognition payment and emerging
payment technology jointly facilitate the development
of mobile payment; low-temperature distribution
logistics technology, smart locker and UAV technology
form a new distribution system. Thirdly, data technology
speeds up the innovations in e-commerce. Thanks to
the application of big data technology, smart decision-
making, smart navigation and individual services enjoy
constant development. Correspondingly, it helps to set
up individualized information services, individualized
marketing, individualized shopping and individualized
post-sales services, real-time services and point-to-
point systems.

Further integration of production and consumption
will occur when information (data) is put as a flexible
resource. It shortens roundabout and inefficient product
chains, which makes production and consumption more
integrated. The business models of the information
era are centered on consumers and clients, driven by
demand, conduct mass customization based on first
consumption and subsequent production and even
provide individualized customization. The corner stone
of mass customization is a flexible production socialized
logistic service network and efficient individualized
marketing, which makes the individualized
customization model possible regarding the economy.

Nowadays, cross-border e-commerce has been an
important impetus for developing foreign trade, which
is reflected in four aspects. Firstly, it facilitates the
transition of manufacturing enterprises; secondly, it
increases the benefits to B2B bulk commodity orders;
thirdly, it shortens the purchase process, decreases
the participatory links of intermediary business and

maximizes the benefits of trading partners; and fourthly
it promotes direct purchases from overseas sellers
and necessitates the upgrading of local infrastructure
and services- overseas direct purchases and overseas
location upgrade localized services. The globalization
of cross-border e-commerce operation is obvious to
all. For instance, Alibaba entered the local market by
purchasing overseas platforms. Europe is the largest
cross-border e-commerce market across the world and
over half of online retailers have provided cross-border
services. Similarly, the United States is the most popular
cross-border market and e-commerce giants, including
eBayand Amazon, have set up overseas networks across
the world.

2.3 BRICS E-COMMERCE MARKETS

BRICS countries, as emerging developing countries,
are playing an increasingly important role in global
e-commerce development. E-commerce is doing
more help to promote trade growth, industrial
transformation and upgrading, and is becoming one of
the most dynamic economic activities throughout BRICS
countries. It creates new employment opportunities,
helps BRICS countries fit into the global value chain,
brings significant opportunities to their economic and
social developments and becomes a new engine for
their development.

BRICS countries, such as China, India, Brazil and Russia,
have been gaining rapid growth in the number of Internet
users since 2000 (see Table 3). Among BRICS countries,
China is the largest online retail market, which has
470 million online consumers. In Russia, cross-border
e-commerce has developed rapidly and has become an
importantimpetus for the development of e-commerce.
India has a demographic dividend with enormous
potential (similarto China’s), and the compound annual
growth rate of its online retail market has grown to 39%
in the past seven years. Brazil is the largest e-commerce
market in Latin America, with an online shopping usage
rate of 43%. Although e-commerce in South Africa is still
in the initial stages, it is growing quickly (see Table ).
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TABLE 3. Top 20 countries with highest number of Internet users.

TOP 20 COUNTRIES WITH HIGHEST NUMBER OF
INTERNET USERS - DECEMBER 31, 2017

o | Eoaiicriigion | Pt [ T [l e e || e

1 |China 1,415,045,928 1,283,198,970 772,000,000 22 500,000 3,331 %
2 |India 1,354,051,854 1,053,050,912 462,124,989 5,000,000 9,142 %
3 |United States 326,766,748 281982778 312,322,257 95,354,000 227 %
4 | Brazil 210,867,954 175,287 587 149,057,635 5,000,000 2,881 %
5 |Indonesia 266,794,980 211,540,429 143,260,000 2,000,000 7.063 %
6 |Japan 127,185,332 127,533,934 118,626,672 47,080,000 152 %
7 |Russia 143,964,709 146,396,514 109,552,642 3,100,000 3434 %
8 |Nigeria 195,875,237 122,352,009 98,391,456 200,000 49,095 %
9 |Mexico 130,759,074 101,719,673 85,000,000 2,712,400 3,033 %
10 | Bangladesh 166,368,149 131,681,243 80,483,000 100,000 80,383 %
11 | Germany 82,293,457 81,487 757 79,127,551 24,000,000 229 %
12 | Philippines 106,512,074 77,991,569 67,000,000 2,000,000 3,250 %
13 | Vietnam 96,491,146 80,285,562 64,000,000 200,000 31,900 %
14 | United Kingdom 66,573,504 58,950,848 63,061,419 15,400,000 309 %
15 | France 65,233,271 59,608,201 60,421,689 8,500,000 610 %
16 | Thailand 69,133,173 62,958,021 57,000,000 2,300,000 2378 %
17 |Iran 82,011,735 66,131,854 56,700,000 250,000 22 580 %
18 | Turkey 81,916,871 63,240,121 56,000,000 2,000,000 2,700 %
19 | ltaly 59,290,969 57,293,721 54,798,299 13,200,000 315 %
20 | Egypt 99,375,741 69,305,988 48,211,493 450,000 10,613 %

Source: this table and data is from Internet World Stat*

Table 4 indicates that the penetration of Russia is the
highest, exceeding 70%. Furthermore, as shown in
Figure 7, the total number of Internet users in BRICS
countries exceeded 1.46 billion in 2016, accounting for
42.7% of the global Internet users. Among them, Internet
users in China accounted for 21.4%, India accounted for
13.5%, and Brazil accounted for 4%. Internet users in
Russia accounted for 3% and South Africa accounted
for 0.8%. The total number of online shoppers exceeds
720 million, accounting for 47.2% of the global online
shopping consumers. The proportions of Internet users
and online shopping consumers in BRICS countries are
all higher than the proportion of the world’s population
(41.80/0).

2 www.internetworldstats.com. Copyright © 2018, Miniwatts
Marketing Group. (2) Growth percentage represents the increase

in the number of Internet users between the years 2000 and 2017.
(3) The most recent user information comes from data published by
Facebook, International Telecommunications Union, official country
telecom reports, and other trustworthy research sources.

TABLE 4. Statistics on the Internet penetration in BRICS
countries in 2016

Country Internet penetration
China 52.9%
India 34.8%
Brazil 63.6%
Russia 71.3%
South Africa 44.5%

Source: The World Bank, CNNIC, Internet Live Stats.

FIGURE 7. Proportion of Internet users in BRICS countries
in 2016
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22 BRICS National E-commerce Development Report, 2017: http://
www.199it.com/archives/628881.html.
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2.3.3 The online retail transaction volume
in BRICS countries is booming

As is shown in Figure 8, the online retail transaction
volume in BRICS countries reached US $876.1 billion
in 2016, accounting for 47% of the total online retail
sales volume. Meanwhile the cross-border network
retail transaction volume in BRICS countries reached
US $92 billion, accounting for 23% of the global cross-
border network retail sales volume. The proportion of
online retail sales in BRICS countries (47%) was higher
than that of the GDP (21%), and the proportion of cross-
border network retail sales volume (23%) was higher
than that of the trade volume (16%).

It can be seen from the above data that the development
prospects of e-commerce in BRICS countries are very
broad. In the context of the rapid development of
the global digital economy and e-commerce, BRICS
countries fully grasp the historic opportunities brought
by e-commerce, optimize policy systems and business
environments required for the development of domestic
e-commerce, and actively innovate in supervision
modes and improve services (especially for new
technologies and new business formats). At the same
time, in multilateral trading systems, regional trade
arrangements and bilateral mechanisms, dialogues and
coordination on e-commerce policies have promoted the
mutually beneficial opening, exchange and cooperation
of e-commerce-related industries, thus injecting new
impetus to economic and trade cooperation among
BRICS countries.

FIGURE 8. BRICS’ online retail market (trillion dollars) and % in global 2016-2022
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23 RICS National E-commerce Development Report, 2017: http://ww-
w.199it.com/archives/628881.html
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COUNTRY-SPECIFIC ANALYSIS ON E-COMMERCE
DEVELOPMENT IN BRICS PLUS COUNTRIES



1. BRAZIL E-COMMERCE DEVELOPMENT REPORT 2018

1.1 CURRENT STATUS OF CONNECTIVITY
AND ICT INFRASTRUCTURE

1.1.1 Internet penetration

FIGURE 1. Brazilian Internet penetration
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Source: TIC Domicilios/IBGE.

During the last 5 years, Internet access penetration in
Brazilian households has risen sharply, increasing 18pp
from 2011 to 2016 and in 2014 the country surpassed
the mark of 50% of households with connection to the
network. Mobile phones are mainly responsible for this
expansion, highlighted by the results of a 2016 national
survey that revealed that the Internet was present in
63.6% of households, and 94.8% of them used cell
phones to connect to the network.

FIGURE 2. Brazilian connectivity and connection speed
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1.1.2 Connectivity and connection speed

Although still ranked as 79" on Akamai’s global Internet
speed rank, Brazil has shown an improvement in recent
years and has enjoyed an increase of 376% in average
internet connection speed from 2010 to 2016 (see Figure 2).

O - LS - LY B - A |

Source: Akamai.

6.39

4.1
3
2.7
233
1 ] I I

26




In 2017, the average speed in urban areas reached  The average cost of Internet in Brazil is also one of
17.8Mbps and in rural 25.7Mbps. This improvement was  the limiters of its growth. The graph below shows the
especially boosted by small local Internet providers that  evolution of the average Mbps cost by the main Internet
actin the countryside, where the large providers are not  providers in the country.

present. This has also led to a large regional disparity, as

seen in the heatmap below, where red areas represent

the high concentration of Internet in the region.

FIGURE 3. Heat map of Internet connection in Brazil

Source: Akamai.

FIGURE 4. The average Mbps cost in Brazil by different providers
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1.1.3 Fixed-broadband subscription

FIGURE 5. Fixed-broadband
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Fixed-broadband in Brazil has been especially boosted
by small providers catering to rural areas. These
smaller carriers serve more than 4 million subscribers
and focus their activities on different niches of the
public. They contribute largely to the local economy,
generating employment and income. Despite network
expansion, the demand of Internet services could not
be met completely and has led to overload/speed
problems. Furthermore, the broadband costs are very
high ~ R$59.90 (current US $15.51)24, which is strongly
associated with taxes.

1.1.4 Mobile broadband subscription

FIGURE 6. Mobile broadband subscription
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Currently there is a penetration of 91.47% of broadband
through mobile devices (on average there are 115
smartphones/100 people). This high penetration can
be ascribed to the low costs of mobile devices and
introduction of new data services such as 5G. These
trends (the increasing number of mobile phones and
coverage in urban areas) can be seen in the figures
below.

24 service costs should be ~R$37 - R$40 (current US $9.58 - current
US$10.36)according to UN calculations

s Anatel:https://cloud.anatel.gov.br/index.php/s/TpaFAwSw7RPf-
Ba8?path=%2FMovel_Pessoal%2FPor_Banda%2Fcsv
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FIGURE 7. Number of mobile phones (millions) in Brazil between 2001-2017
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FIGURE 8. Mobile operators in Brazil and their coverage between 2015-2017

Mobile Coverage - Cities & Population

Region % Cities % Population
5P 97,7% 99,9%
RJ/ES 100,0% 100,0%
MG 57,4% 89,3%
PR/ 5C 91,4% 98, 2%
RS 73,3% 96,0%
C. OESTE 49,1% B7,5%
NORTE 59,9% B5,2%
BA / SE 61,2% B6,3%
MNORDESTE 60,9% 20,9%

Maobile Coverage - Operators

Operator 2015 2016

TIM 515% B6,6% 86, 7% B6,9%
Vivo 46,6% 60,2% B4 5% B4 7%
Claro 42 0% 59,6% 76,2% 77.0%
Qi 45 7% 55,1% 55,1% 55,1%
Algar 0,0% 0,4% 1,1% 11%
Mextel 5,1% 5,1% 11,3% 11,3%

Source: Anatel

26 Anatel:https://cloud.anatel.gov.br/index.php/s/TpaFAwSw7RPf-

55,0%

71,3%

Ba8?path=%2FMovel_Pessoal%2FPor_Tecnologia%2Fcsv

27 Anatel:https://cloud.anatel.gov.br/index.php/s/TpaFAwSwy7RPf-

Ba8?path=%2FMovel_Pessoal%2FPor_Empresa%2Fcsv

92,9%

93,1%




1.2 DOMESTIC E-COMMERCE MARKET

Despite political instability in 2017, the Brazilian
economy has shown a small positive reaction with the
fallin inflation and the reduction of interest rates, thus
generating an economic recovery with a slight growth of
GDP + 0.7% - recovering from a consecutive two years
of decline.

FIGURE 9. Brazilian GDP growth rate 2009-2016

On the other hand, the e-commerce market continues
to grow at a high rate, achieving a revenue of R$47.7
billion (current US $12.35 billion) with a growth rate of
8% in 2017.
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FIGURE 10. Brazilian e-commerce revenues 2011-2017
o0 30,00%:
50 25,00%
40 20,00%
30 15,00%
20 10,00%:
10 5,00%
0 0,00%
2011 2012 2013 2014 2015 2016 2017
I Revenues (Billions) — ss—Growth

Source: Webshoppers 372.

30




The revenue chart above (Figure 10) shows how national
e-commerce has developed in recentyears. The volume
of orders was flat before 2014, however, there has been
an increase in revenue due to customers’ growing
confidence in online purchases.

1. Business-to-business (B2B)

The B2B online market represents 4.7% of the
total B2B market. There is a trend of digital de-
velopment of B2B approaches, especially by
the saturation of traditional approaches and
market demand that seeks simpler and more
direct ways of doing business. However, there
is still a lack of operational structure in many
companies that prevents them from offering on-
line services.

2. Online retail market (B2C and C2()

Geography plays a major role when evaluating
the country’s market potential. Consumers in 4-
the southeast region of the country account
for 72.1% of online purchases, which reflects
Brazil’s concentration of wealth and educa-
tion. The southern region accounts for 11.3%,
northeast 9.3 %, center 5.2 %, and north 2.1

FIGURE 11. Evolution of the basic interest rate in Brasil 2012-2018

14,25

7,50

%. The majority of e-commerce firms are based
in Brazil’s business capital, Sao Paulo. The
one factor enabling the development of the
business-to-consumer (B2C) is the “long-tail”
effect, which allows a wider range of product
offerings in niche areas compared to that found
in physical storefronts.

Online-to-offline (020)

The 020 approach, in addition to facilitating
payments, aims to generate an increasingly
complete customer experience with a focus
on convenience and speed. This approach has
gained a lot of relevance in global markets and
according to data from the Brazilian 020 Asso-
ciation, companies’ business activities in this
sector grew more than 30% in 2016 compared
to 2015. Projections made by the Brazilian 020
Association point out that Brazil will have an
020 market value of R$1 trillion (current US$
0.259 trillion) by 2020 if it keeps developing at
the same pace.

New emerging e-business activities

According to the Inter-American Development
Bank (IDB) data, there are 230 Fintech compa-
nies in Brazil. The recent decline in Brazil’s in-
terest rates, reaching 6.75% in 2018, will help
facilitate access to credit.

2012 203 2014 2015 2016 2017 2018

Source: Banco Central do Brasil?®

28 Banco Central do Brasil : https://www.bcb.gov.br/pec/copom/
port/taxaselic.asp



FIGURE 12. Major online marketplace platform
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Content marketing is one of the most profitable models
in the online market and already 71% of businesses in
Brazil have adopted it, while 68.9% of the companies
that have not intend to in the foreseeable future.

Companies that have launched digital channels using
traditional infrastructure are frustrated, as budgets and
the time of implementation are always insufficient to
meet new consumer demands. Therefore, cloud services
have become attractive and according to International
Data Corporation (IDC), contracting infrastructure
platforms and software as a cloud service will increase
revenues of R$ 1.7 billion in 2018.

1.2.2 Key players in the e-commerce eco-
system

1. MAJOR ONLINE MARKETPLACE PLATFORM

In Brazil, the online marketplaces are very fragmented,
and this channel has been a gamble for many retailers
in recent years. This can be seen by the increase in
the number of online stores that have adopted the
marketplace model. Above is a list of the main national
marketplaces.

B2W Digital is the leaderin e-commerce in Latin America.
The company operates through a digital platform with
businesses that have strong synergies and a unique,
multi-channel, multi-brand and multi-business model.
It has a portfolio of brands and offers more than 38
categories of products and services. As seen in the
table below, in 2014 sales in the marketplace model
accounted for only 1.7% of its total revenue, rising to
an astounding 42.8% in 2017. It is expected that the
marketplace model will represent more than 50% of the
B2W~s total revenue in 2018.

& M ©ORakuten

FARRFETCH

Walmart

Sou
Barato

amazon

ASTIR P4

MODBLY

= exXlra.com.br

marketplace

enjoel

magazineluiza

TABLE 1. B2W marketplace development.

B2W Marketplace Development
Marketplace (% of GMV)

2014 1,7%
2015 9,5%
2016 19,4%
2017 42,8%

The second leading player in Internet retailing in
2016 was Mercadolibre, which held a share of 18%
in total revenues. The company benefits from a strong
infrastructure, enabling third party merchants to easily
launch their own stores.

Magazine Luiza began its ecommerce operationsin 1999
and remains one of Brazil’s largest retailers. Currently
the company has more than 786 stores distributed in 16
Brazilian states. The group has a wide range of services
ranging from provisions of credit to insurance.
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2. E-PAYMENT GATEWAY

FIGURE 13. E-payment gateway
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Pagar.me is a technology company specialized in
payment technology, offering a unique solution to
leverage and scale up businesses. They focus on
increasing conversion and receivables management.

PagSeguro is a Brazilian company that acts as a
multiband seller and is responsible for the capture,
transmission and settlement of transactions with credit
and debit cards, both physically and digitally.

Moip is part of the Wirecard AG group, which creates
trends to facilitate online, offline and mobile payments
in all sales channels.

3. Logistics and delivery

Among all the challenges in the Brazilian e-commerce
market, one of the most critical is logistics, where
problems such as poor highways and cargo thefts
are very frequent. Government institutions present
minimal efforts to improve this situation. There are also
fiscal challenges (such as varying state tax rates) that
companies have to face.

FIGURE 14. Logistics and delivery
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The Brazilian Postal and Telegraph Company (ECT) is the
federal public company responsible for the execution
of the mailing system in Brazil. ECT faces problems and
passes them on to the consumer in the form of price
increases and taxation. The companies thereafter pass
these extra costs on to the final consumer, which curbs
the potential of sales.

Direct express was founded in 2003 when it focused
solely in express deliveries, and today it has a range of
services that cover storage to delivery. With a structure
of distribution centers at strategic cities, they now offer
one of the best services in the sector.

Rapiddo, is an online service that provides express
deliveries using motorcycles, cars and bikes. Though
it is a new and small company, it has shown some
interesting developments and has great potential.

1.3 CROSS-BORDER E-COMMERCE

The research published by eBit shows that in 2017
Brazilian e-consumers spent US $2.7 billion in cross-
border websites, which represents an increase of
15% compared to 2016 and 39% compared to 2015.
It highlights that 48% of Brazilian buyers purchased
on international websites in 2017. The research also
shows that despite the stabilization of the Brazilian
currency compared to the dollar in 2017 (R$3.2 - US
$1), each e-consumer made 3.7 purchases in cross-
border sites, while in 2016 the rate was 3.8. This
could be due to several possible reasons, including



the increases of international purchases by Brazilians
overseas. On domestic sites, the average was
2.2 purchases. The average ticket price on cross-
border sites increased by 3.1% during 2016-20172°

Studiesdemonstratethat 5 outof 10 Brazilians completed
a purchase on an international website in the last year
and the figures continue to grow. Chinese websites are
very popular among Brazilian shoppers, and according
to eBit the top five most used international websites
are AliExpress (54%), Amazon (26%), eBay (19%), Apple
(8%) and Lightinthebox (6%). Popular categories include
electronics, fashion accessories and toys.

The challenges to importing products include:

1. Taxation: companies operating within Brazil are
obligated to follow a horde of taxation norms
and legal procedures and all items that are worth
more than US $50 are heavily taxed and have to go
through stringent checks. The import duty and taxes
payable are assessed on the sum of the value of the
imported goods, the cost of freight and insurance.
Additional costs include state sales and excise
taxes.

2. Barriers to import: imported goods are often
held in the port for at least 17 days, during which
documentation is prepared. Furthermore, several
permits and licenses have to be presented and the
foreign parties participating in the trade have to
provide a letter in Portuguese proving that they are
doing business with a Brazilian company.

3. Potential solutions & recommendations with case
studies: it’s important to approach the market with
the proper preparation, knowledge of the rules, and
ideally with proper legal advice from an experienced
set of advisors with local knowledge and experience.

Challenges to exporting products include:

1. Financial: in Brazil, every taxpayer is issued an
11-digit identification code by the Brazilian Federal
Revenue Agency. It is also a local anti-fraud tool to
identify each individual in Brazil. This code is not
compatible in other nations and therefore new anti-
fraud mechanisms will be required.

2. Logistics: merchants will most likely face issues with
various complex logistics and customs bureaucracy
in Brazil. There is an unfriendly ecosystem that
is bound to be a challenge for distribution and
deliveries.

3. Technology: in many cases merchants’ platforms are
solely focused on the Brazilian market and hence all
related information is only available in Portuguese.

4. Fiscal: Brazil’s complex tax structure in conjunction
with the regulatory differences between the
countries can lead to time-consuming processes
and red stripes.

29 https://www.ebit.com.br/webshoppers

5. Communication: due to the current confinement of
activities in Portuguese, merchants will experience
communication difficulties in a cross-border
environment.

Potential solutions & recommendations with case
studies:

Given the complex tax environment, the best advice to
companies considering entering this market is to commit
for the long-term rather than short-term — recognizing
Brazil’s potential.

About external issues, merchants would have to invest
time and effort into ensuring that all domains are well-
taken care of while embarking on the cross-border
challenge. Merchants would have to be able to find
alternate ways of validating users, accept international
transactions and review the refund processes.

Logistics-wise, merchants can engage a cross-docking
strategy; appoint agents to facilitate the bureaucracy
and logistics of export procedures, and processes of
exchange and return. Forming commercial partnerships
with major markets can also provide easier clearance.

Merchants can also look into adopting management
systems forissuing invoices that follow the CFOP export
standards to improve productivity by ensuring proper

export documentation and customs clearance.

A marketing strategy that is aligned with the target
market culture and interests would greatly improve
merchants’ chances to communicate with new target
consumers. Merchants can consider integrating with key
global marketplaces to reach new audiences.

1.4 E-COMMERCE REGULATION AND LAW

In 2013, the Consumer Defense Code was published,
which came into effect in May of that year, being valid
for all companies, regardless of size. The law covers
basic aspects, and basically forces companies to follow
three guidelines:

Clear and visible information: all company and
marketing information (i.e. address, telephone, cnpj,
product description, prices, payment methods, etc.)
must be highlighted within the website to provide the
customers with complete information.

Agile and effective service: refers to giving a customer
support 24 hours a day, 7 days a week. However, since
this is only possible for large companies, the law allows

for the creation of support pages.

Right of regret: according to the Brazilian law, the
customer has up to seven business days after receiving
the product to request the cancellation of the purchase
with no intervention from the merchant.

The latest international agreement for e-commerce
made by Brazilian authorities was in September 2017.
Representatives from Brazil and China signed a series
of agreements about various subjects and one of them
was a memo about e-commerce cooperation.



1.5 CHALLENGES AND RECOMMENDATIONS

Taxation issues: it is estimated that when opening a
company, entrepreneurs spend 67% of its profit on
taxation matters. This is the highest tax burden of all
BRICS countries. Besides the cost, which is already a
major problem, Brazilian entrepreneurs also have to
deal with the fact that the country has 275.000 norms
(varying) regarding when, how and how much tax needs
to be paid. The major complaint by merchants is that
there is no logic in the definition of which product has
the tax collected and who should be responsible for
collecting it. Furthermore, smaller companies need to
have at least one employee to handle taxation matters.
If mistakes are present in the taxation documentation
fines have to be paid.

Barriers to imports: significant patience is required to
conduct business in Brazil. Imported goods are held in
the port for at least 17 days of which 8 days are allocated
to prepare documents. Several permits, licenses and a
certified “doing business letter” in Portuguese must be
provided to authorities. Imported medication and health
products can only be commercialized in Brazil after the
inspection of the supplier’s plant by officials. Brazilian
companies often pay an advance of R$37.000 (current
US $9605.64) and a waiting time of eight months.

Barriers to export: it takes at least 13 days for goods
to leave Brazil and companies have to deal with
bureaucratic procedures that may cause serious
problems between them and foreign trade partners.
For example, Brazilian companies that have the benefit
of tax exemption when exporting to the US and to EU
countries have to complete repetitive and ambiguous
documentation, leading to delays and operational
complications.

Poor logistical infrastructure: the country’s weak and
immature infrastructure has a negative impact on

shipping orders. Brazil is a country with vast territory
and the majority of transportation is done by road. The
country’s road infrastructure is in poor condition and
many of them are unpaved impacting safety, delivery
time and damage to vehicles. Brazil’s national postal
system is very ineffective, and they have terminated
many services (e.g. express mail) that were beneficial
to SMEs. Utilization of dedicated delivery companies
proves to be very expensive for SMEs. Overall, receiving
a delivery package by a customer located outside of the
major Brazilian cities stretches to a week at a minimum,
with frequent cases of customer complaints about
packages not arriving within two weeks or more.

Insufficient talent availability: even in times of crisis
and unemployment reaching historic highs (IBGE,

2016), the e-commerce market faces the challenge of
finding qualified people to fill the vacancies offered.
The main reasons are the lack of academic training,

leaving companies in charge of professional training, the
emergence of new roles such as specialists in sponsored
links and social media, and the high salaries required
by qualified professionals.

With these challenges in mind it is important to
understand consumers’ difficulties and requirements to
ensure new products/services are sufficiently different
from existing ones. In a complex tax and regulatory
environment, it may be best to form partnerships with
businesses that can facilitate navigation through crucial
operations.

1.6 MICRO AND SMES (MSMES) AND
E-COMMERCE

The slowdown in economic growth during recent years
did not prevent SMEs from expanding. SMEs in Brazil
are factors of great importance, because they represent
employment for more than 17 million people. During
2003-2013, there was an increase of 33.8% in the
number of SMEs establishments, doubling the number
of formal employments generated, and providing
52% of all formal employment posts in the country3®
. SMEs represent 99% of Brazilian enterprises and are
responsible for more than 27% of the GDP.

SMEs in Brazil are characterized by a multitude of
definitions depending on the institutions or banks
considered. The general law defines the enterprise
category of micro and small but does not consider
medium-sized enterprises.

The criteria for SMEs in the trade and services sector
are as follows:

3 (SEBRAE, 2015)



TABLE 2. Classification of companies

CLASSIFICATION OF COMPANIES

No. of Employees

Annual Gross Income e L

Categories

Below R$60 thousand

Individal Frfreprenctra (MF) (US818.9 thousand equivalent)

Between R$240 thousand to RS360 thousand

Bka Bt () (US$75.6 thousand to USS113 thousand equivalent)

Up to 9 employees

Between RS360 thousand to RS3.6 million

Small Businesses (EPP) (US$113 thousand to US81.13 million equivalent)

10 to 49 employees
Above R$3.6 million

Medotn ad [ acke Hsieseet (G (US$1.13 million equivalent)

More than 50 employees

Another important institution is the Brazilian
Development Bank (BNDES)3* that adopts the size
classification of enterprises by another set of annual
turnover guidelines, applicable to all sectors:

TABLE 3. Classification of companies by annual turnover

Enterprise Categories Annual Turnover

< RS 2,400,000

e Butsrteo (ME) (US$757,000 equivalent)

_ > RS 2,400,000 to < RS 16,000,000
Fual Bl nies (R (USS757,000 to US$5,050,000 equivalent)
ot . ) > R$ 16,000,000 to < RS 90,000,000
L e AR (USS5,050,000 to US$28,400,000 equivalent)
> R$ 90,000,000 to < RS 300,000,000

MEdiI ahc Tates Eiueent (MOL) (US$28.400,000 to US$94,700,000 equivalent)

Large Businesses (GE)

Source: Sebrae.

APEX-Brazil, a private agency linked to the Ministry of
Development, Industry and Foreign Trade, provides not
only financial support to SMEs but also market analysis
and export consultancy. The Brazilian Micro and Small
Business Support Service also assists SMEs in building
export capabilities and facilitates their participation
in foreign business meetings. SMEs are eligible to
participate in an optional taxation regime (Simples
National) that allows unified collection of municipal,
state and federal taxes.

E-commerce has also been hailed by many as
an opportunity to gain a stronger foothold in the
multilateral trading systems. To take advantage
of the young middle class and growing internet
connectivity, many SMEs retailers have engaged
in e-commerce operations with 71,000 existing
stores as of 2016 and 718,000 jobs generated.3?

= RS 300,000,000
(US$94,700,000 equivalent)

The MSMEs involved in e-commerce and digital
endeavors don’t receive much support from the
government and skills development is only accessible to
a few communities. As previously mentioned, taxation is
another great barrier for entrepreneurs wishing to start
a business. These factors all amount to an extremely
challenging environment and explain why most attempts
to open a business in the country result in failure and
debt.

31 BNDES - the main financing agent for development in Brazil
32 (ABComm, 2016)



The SMEs and e-commerce landscapes in Brazil involve
a broad range of various organizations from different
domains, namely public and private sectors. Each
division plays a unique role in the ecosystem. Below are
some of the key organizations and a brief description.

Ministério da Inddstria, Comércio Exterior e Servigos
(MDIC) helps to formulate policies to support SMEs and
is the main entity for registration of trade activities.

Servico Brasileiro de Apoio as Micro e Pequenas
Empresas (SEBRAE) is a non-profit autonomous social
institution with the mission of promoting the sustainable
and competitive development of small businesses in the
country.

Associacdo Brasileira de Comércio Eletrdnico (ABComm)

is a non-profit enterprise that defends the interests
of digital business with public agencies and gathers
representatives from the ICT sector to participate in
discussions about the Brazilian digital market.

Camara Brasileira de Comércio Eletrénico (Camara-e.
net) is a leading multi-sector entity in Latin America
and promotes security in electronic transactions and
the formulation of public policies.

E-Commerce Brazil is a private entity to promote the
e-commerce market in Brazil, offering specialized
content and training for professionals in the sector.

Reclame Aqui is an open access website where
unsatisfied customers can post their complaints and
it provides answers that are ranked on the platform.

E-bit has been providing competitive intelligence,
delivering value to companies and helping consumers
in choosing reputed stores. It is also an important
source of knowledge about the e-commerce landscape
in Brazil, contributing to the development and growth
of the industry.



2. RUSSIA E-COMMERCE DEVELOPMENT REPORT 2018

2.1 CURRENT STATUS OF CONNECTIVITY
AND ICT INFRASTRUCTURE

According to information from the Russian Federal
State Statistics Service, fixed-Internet access
composes 26,944 units of connected equipment in
total, of which 26,756 units of broadband is Internet
access. Wireless Internet access contains in total
111,937 units of connected equipment, of which
109,926 units is mobile wireless Internet access, and
99,793 units is broadband wireless Internet access.3s

Different organizations quote different Internet

penetration rates in Russia:
» Rosstat: 76.3%

» International Telecommunication Union (ITU):
73% in 2016,34

»  World Bank: 57.5%

»  Statista: 76.1% 35

The quarterly report from the Ministry of
Communications estimated that in the 4th
qguarter of 2017 the number of active fixed-line
subscribers increased to 30.86 million users.3¢
The average subscription fee cost for accessing the
Internet, according to the Federal State Statistics
Service, amounted to 559.44 rubles (current US $8.84)
per month in 2016.

According to the Internet resource speedtest.net, in
April 2018 the mobile broadband download speeds
reached 17.46 Mbps, speeds of upload-7.95 Mbps,
while fixed-broadband speeds of download speed
reached 40.72 Mbps, speeds of upload-40.32 Mbps.3”

Statistics on fixed-broadband subscriptions are as
follows:

1. Rosstat: in 2017 the number of fixed-broadband
Internet subscribers per 100 people in Russia
amounted to 18.6 subscribers3®. The share of
households with broadband Internet access
amounted to 72.6%.

2. “International Telecommunication Union (ITU)
and the World Bank: in 2016 the number of fixed-
broadband subscriptions was 32,276,615, while
the share of fixed-broadband subscriptions per 100
people was 19.47.

fourth quarter of
fixed-broadband

30,649,407%°

3. Minkomsvyaz: in the
2017, the number of
subscribers amounted to

According to the World Bank, in comparison with the
BRICS countries, the largest share of fixed-broadband
subscriptions per 100 population was in China with
22.99, followed by Russia with 19.47, and lastly Brazil
with 12.8840

Statistics on mobile subscriptions are as follows:

Rosstat: the number of mobile broadband Internet
subscribers per 100 people was 71.1 subscribers in
20164

ITU and the World Bank: the total number of mobile
cellular subscriptions in 2016 was 231,393,994; and the
number of mobile cellular subscriptions for 100 people
amounted to 1634

Minkomsvyaz: in the 4th quarter of 2017 the number
of subscribers of vehicular mobile telephones using
Internet access services amounted to 116,310,88043

According to the World Bank, in comparison with the
other BRICS countries, Russia has the largest share
of subscriptions per 100 people with 159, followed by
South Africa with 147, and lastly Brazil with 117.544

2.2 DOMESTIC E-COMMERCE MARKET

According to Rosstat, in 2017 the share of population
who used the Internet to order goods and (or) services in
the total population accounted to 29.1%. This suggests
that in Russia one third of the population benefits from
e-commerce opportunitiess

According to the Central Bank of Russia, in 2016 the
volume of retail for electronic trade of goods and services
on the domestic market amounted to 1.95 billion rubles
(current US $28.37 million)-



At present, according to some experts, about 40,000
online stores are operating in the Russian domestic
market<, and about 200,000 online stores, estimated
by other experts«. At the same time, only 5% of online
stores generate 90% of the sales turnover and fulfil more
than 10 orders a day=.

The Russian Association of Internet Trade Companies
(AITC) calculated that at the end of 2017, Russian
consumers received more than 400 million international
postal parcels with goods ordered on foreign online
stores in the amount of 498 billion rubles (current US
$7.87 billion), an increase of 22% than 2016s-

FIGURE 1. Russian Internet market by segments
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Online retail market (B2C and C2C)

In 2017, according to the Ecommerce Foundation, B2C
trade accounted for 1.39% of GDP, the number of people
who bought goods via the Internet was 62,500,000%
.In 2017, the average purchase amount in Russian online
stores was 5,370 rubles (current US $84.62), and in
foreign online stores 3,400 rubles (current US $53.58).
90% of Russian purchases in foreign online stores fall
on Chinese sites, the main one of which is AliExpress.
The most popular product categories were electronics
and household appliances, clothing and footwear -with
the latter category having a local market share of 26%
and a cross-border share of 38%.

= domestic commerce

2013 2014 2015 2016 2017

=f#—cross-border trade 131

187 221 303.6 402.5

—s——domestic commerce 413 506 539 616.4 747.5

From 2013 to 2017, domestic Internet trade grew from
413 billion rubles (current US $6.53 billion) to 747.5
billion (current US $11.81billion). In 2017, cross-border
Internet trade grew twice as much as in 2013: from 131
billion rubles (current US $2.07 billion) to 402.5 billion
rubles (current US $6.36 billion).s

Business-to-business (B2B)

In 2016, about 160 electronic trade platforms
carried out transactions between entrepreneurs.
The main sectors are: communication; production
and distribution of electricity; water and natural
gas; wholesale and retail trade; and repair of motor
vehicles, motorcycles, and household products.5?

47 According to the analytical agency J’son &Partners Consulting
48 According to the analytical agency Data Insight

49 According to the analytical agency J’son &Partners Consulting
5° https://wek.ru/v-rossii-bolee-40-tysyach-internet-magazinov
st http://www.akit.ru/060poT-poccuincKoro-pbiHKa-uHTEpHET-pu/
s2https://www.hse.ru/data/2017/08/02/1173493120/110%20
2017.%208.%20]Jelektronnaja%2otorgovlja.pdf

Online-to-offline (020)

The Chongging World Association of Internet Commerce
(O-connect) organized the first international e-trade 020
fairin Moscow in 2016, wherein 500 orders amounting to
4 billion rubles (current US $63.03 million) were made.5

New emerging e-business activities (such as fintech,
crowdfunding, P2P, sharing economy, etc)

In Russia, the crowdfunding market started to take shape
during 2008-2010 and Planeta. RU and Boomstarter are
currently the largest platforms. About 1 billion rubles
(current US $15.76 million) were raised on the largest
Russian crowdfunding platforms over several years.
Now, there are more than 30 crowdfunding platforms
in Russia and according to Planeta.ru, the total volume
of crowdfunding in Russia are growing by more than
200% per year.

s3https://www.arvato.com/content/dam/arvato/documents/re-
ports/russia-reports/Russian_Country%2oReport_2017_%20Ecom-
merce%20Foundation_Arvato_Rus.pdf
sehttp://ru.siluxgc.com/html/R1673/201604/020275978959.shtml



Major online marketplace platforms

In 2015, according to the National Association of
Distance Trade (NADT), the volume of online purchases
abroad was 227 billion rubles (current US $3.58 billion),
while in Russia the domestic volume was 554 billion
rubles (current US $8.736 billion). In 2017, online trade
increased by 20%. Currently in Russia, the leading
electronic platforms are GlobalRusTrade, LAMODA.RU,
OZON.RU, KUPIVIP and ULMART.

E-payment gateway

WebMoney: is a convenient tool for all types of payments
on the Web and a full-fledged environment of financial
relationships on the Internet. WebMoney services allow
you to automate receipt of funds and payments, attract
financing, keep records, exchange settlement funds,
resolve disputes and enter into safe transactions.

IWI: offers an integrated payment network
allowing payments on physical, Internet and mobile
communication channels. It includes over 15.8 million
virtual wallets and more than 171,000 kiosks and
terminals.

Yandex Money: is the most popular e-wallet that allows
mobile payment on different mobile operating systems.
Cards can be added to the wallet and the mobile device
can make contactless payments. In early 2017, Yandex
Money registered about 30 million users, and about 15
thousand new wallets are opened daily.

In Russia, the Association of Electronic Money and the
Money Transfer Market Participants were established,
which comprise 13 companiess>

Logistics and delivery

In Russia, the regulation of transport and logistics
services is guided by several laws. According to Article
71 of the Constitution of the Russian Federation,>®
federal transport and the means of communication
are the responsibility of the Russian Federation.
The Russian Civil Code defines the fundamental
rules concerning: the carriage of cargo, passengers,
baggage; other transport obligations; the main
provisions related to carrier liability; the procedure for
presenting claims, etc. (Chapters 40 and 41) 5. The main
regulation of transport relations is carried out by special
federal laws. Such laws include: the Federal Law “On
Transport Security” 58; “On Rail Transport in the Russian
Federation” 5%; the Air Code ¢°, etc. Also, there is a special
Federal Law “On Transport and Forwarding Activities”
in Russia.

55 http://www.npaed.ru/RU/2014-09-05-08-19-53
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Russia has not adopted legi