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INFOCOMM

REACHING RUSSIA
THROUGH E-COMMERCE
By Leighton Peter Prabhu

In the summer of 2014 foreign investment relations between Russia and the West are in a state of uncertainty, reinforcing existing
trends within Russia to ‘pivot’ its economic outlook towards the
East. We could be on the brink of a new golden era of cooperation
between Russia and Asia.

The online trend is particularly suited
to Russia’s geography - consumers in
far flung regional cities gain expanded
selection of goods via e-commerce, as
this channel leap frogs underdeveloped
bricks and mortar retail. Even in the
face of domestic economic uncertainty,
the trend towards online shopping will
continue, as it has the potential for
improving the efficiency of the retail
supply chain.

What do Russians buy online?
Reaching Russia Through E-Commerce
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At a minimum, key information such as payment and delivery options should be in
Russian. Depending on the nature of products being sold, it may not be necessary to
undertake full translation of the product descriptions themselves.
INFOCOMM

Another significant issue arises with
online payment systems. Russia-based
online sellers, in most categories other
than travel, conduct the majority of their
business on a cash-on-delivery basis.
This is impractical for a purely offshore
seller, and without a local agent it
further restricts the potential reach of
an online store’s appeal, particularly if
that store has no brand recognition in
Russia.
Finally, the key online marketing
platforms in Russia differ from the rest
of the world. In keyword advertising,
Yandex is the main player with a plus 60
per cent market share in search. In social
media, VK and Odnoklassniki attract
a far larger audience than Facebook,
although Facebook is closing the gap
and generally attracts a more worldly
user base. Adapting marketing programs
to Russia not only involves translation
but requires specialist knowledge about
the Russian-specific platforms.

Where are the opportunities
for Singaporean companies?
For Singaporean companies in the
consumer market, entering Russia as a
direct online seller is a relatively low risk
strategy, enabling a company to test
the Russian market’s receptiveness.
An online strategy can be very
specific in terms of targeting cities
and demographic groups. However,
localisation is a necessity.
One example is the Singapore online
project called Snupped, which sells
customised laptop sleeves and mobile
phone cases. Snupped has been active
in Russia since 2012 and has adapted
both its website and operations for
Russian users. Through a local partner,
Snupped offers Russian customer
service and local payment methods,
including cash-on-delivery. To save on

the time and expense of drop shipping
individual orders, the company also
stocks its most popular items in Russia
and is able to fulfill orders immediately,
with periodic stock replenishments.
They sell directly from their website,
as well as through third-party online
platforms in Russia. Apart from being
direct online sellers, opportunities
exist in modernising the transport and
warehousing infrastructure. Changi
Airport has already been advising
certain Russian cities on their airport
development plans. Singapore has
a lot of expertise in logistics and
warehousing automation as well.
Financing and ownership of modern
warehouses are also options for
financial
investors,
with
yields
on Russian investments offering
significant premiums over western
European markets. Russia is also moving
towards a self-sufficient domestic
payments system, and companies with
deep technical expertise in this domain

would see demand from Russian banks
and other financial institutions.

A staged approach
Most foreign retailers in Russia have
seen impressive growth from their
Russian operations and have a very
positive overall experience. However,
short-term opportunistic approaches
will not work well.
As elsewhere, Russian consumers
need repeated exposure to new
brands before reaching purchase
readiness. While cross-border selling is
a good way to get started, with time
and success the benefits of investing
in a local operation becomes evident.
While vicissitudes are part and parcel
of any emerging market, Russia’s
fundamentals are undeniable and
globally-oriented companies should
take a closer look at the market,
before their local rivals become
too entrenched. For good business
models are easier to replicate than
ever before.
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