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In this research, we examined the factors accountable for high cashless
payment ratio in Russia and identified the key characteristics of Russia’ s state-driven cashless
economy. Using the statistical data of the Bank of International Settlements (BIS) and the Bank of
Russia, we calculated the ratio of cashless payment in Russia and found that i1t has been
demonstrating J-curve exponential growth, and that the growth rate of domestic cashless payments is
higher than that of other developed or emerging countries. We distinguished the peculiar features in

the promotion of cashless payment that are peculiar to Russia and highlighted the fact that

Russia’ s national payment system was formed to address rising national security and geopolitical
risks. Our finding suggest that cashless payment is centralised and administered by the Bank of
Russia, in order to digitalise the financial sector and the government, with the goal of driving the
digital economy.



Digitalisation is one of the most prominent features of the world economy at the beginning of the
twenty-first century, particularly in the fintech industry. Financial digitalisation triggers technological
transformationsin retail and wholesale finance, promotes the use of digital cash, smart contracts, and open
banking and facilitates the development of entirely new financial products, such as cryptocurrency,
stablecoins, and central bank digital currencies (Gorshkov, 2022). In particular, the new phenomenon of a
cashless economy or a cashless society has been of high interest to scholars, businesspeople and policy-
makers worldwide.

Thereisno universal definition of a cashless economy, but most scholars agree that this is an economy
which has highly-developed cashless payment instruments which are convenient for the users such as
government, business, and society. Transition to a cashless economy does not necessarily imply the
complete elimination of cash, but rather moving to aless-cash society which provides the users options to
utilise diverse cashless payment instruments.

Various international statistical data confirm that both the volume and value of cashless transactions
in the global digital payment market has been rapidly increasing, particularly in emer ging markets.
In addition, emerging and developing markets are less resistant to change and have higher adaptability to
new technologies. For this reason, emerging economies are labelled “digitalising emerging economies’ in
recent academic literature (Ito, 2020).

Russia has had among the highest growth ratesin cashless payment among emer ging economies
in recent years, despite the generally low trust of Russian citizens towards the financia system and the
problem of bad assets (Gorshkov, 2020). For instance, in 2008-2019, the ratio of cashless payment in final
consumption increased from 9.0 to 48.6 percent according to the data of the largest state-owned bank
Sherbank. As of 2023, the share of cashless paymentsin retail turnover in Russiaincreased to 83.4 percent
and reached one of the highest rates among emerging and developed economies.

Thisresearch projectsaimsto reveal the factors accountable for the rapid promotion of cashless
paymentsin Russia and to under stand the features of Russia’s state-driven cashless society.

In this research, we focus on cashless payments in the Russian economy and analyse their_scope,
depth and mechanism of their rapid market penetration in order to better understand the peculiar
features of the state-driven cashless economy. In particular, we identify and summarise the factors that
promote cashless payment in Russia’s economy by analysing both internal (domestic) and external
(international) environments. In addition, we evaluate the role of the government, corporate sector
(business), and society in the promotion of cashless payment. Overall, the resear ch outcomesaim to depict
the peculiar featuresof the state-driven cashless society that will help better understand the dynamics of
cashless payments in other emerging and devel oped economies.

The particular resear ch tasks of this project included the following:

1) To analyse the scope, depth, and dynamics of cashless payments in Russia’s market by volume,

value, and type of cashless payment instruments

2) To examine the factors of internal and external environments accountable for the rapid promotion

of the cashless payments

3) To depict the mechanism of cashless payments instruments and identify the main features of the

state-driven cashless payment system

4) To compare Russia’s cashless society to the experiences of other emerging and developed countries

A combination of quantitative, descriptive, analytical, explanatory, and survey research methods has
been applied in this research project.

In order to analyse the scope, depth and dynamics of cashless payments in Russia’s market, we
calculated the cashless payment ratio based on the statistical data of the Bank of International Settlements
(BIS) and the Bank of Russia. We also employed a simple regression analysis to confirm the negative
correlation between the amount of cash in circulation in the gross domestic product (GDP) and the value
of cashless transactions as a share of GDP.

The factors of internal and external environment, the role of actors in the promotion of cashless
payments, and the features of a state-driven cashless society have been mainly examined through
descriptive, analytical, and explanatory research methods.

The questionnaire survey of the Russian population utilising cashless payments had been initialy
planned at theinitial stage of this research. However, due to the COVID-19 pandemic and the geopolitical
situation between Russia and Ukraine, this survey had not been implemented and a secondary data were



instead utilised.

In addition, the field survey to Russia to examine the differences between large cities and small cities
in the introduction of cashless payments, had to be modified due to the increased travel costs. Secondary
open-source data from the largest state-owned bank Sberbank were utilised to analyse cashless dynamics
in the regions of Russia

4.1. The Dynamics of Cashless Paymentsin Russia

The dynamics of cashless paymentsin Russiawere analysed by cal culating cashless payment ratios, the
share of cashless transactions in GDP, and the share of cashless payment in retail turnovers. The results of
our calculations show that cashless payment ratio in 2012-2019, measured as the cashless transaction value
in final household consumption in Russia takes the shape of the J-curve exponential growth (Figure 1). In
the respective period, Russia’s cashless ratio increased sevenfold - from 17.1 percent to 116.3 percent.
Russia also has the second-highest proportion of the value of cashless transactionsin GDP (current prices)
among emerging economies (59.1 percent), and its cash in circulation as a share of GDP is currently 9.6
percent. In addition, the share of cashless payments in the retail turnover has also increased from 13.5
percent in 2013 to 70.3 percent in 2020 (Gorshkov, 2022).

Figure 1. Cashlessratios for selected economiesin 2012-2019, in percentage.

120
110
100
90
80
70
60
50
40 3 -
30 z — 2
i ® —g— <z —: - e — 500
10 = —

0 ]

2012 2013 2014 2015 2016 2017 2018 2019

2,000

1,500

1,000

—p— [apan =@ South Korea Russia =i ndonesia = exico e Brazil s ]ndia == China
Note: The data for China are measured on the righthand axis.

Debit cards prevail in Russia and other emerging economies because of the insufficient development of
financial markets and difficulty in nurturing market trust and credibility in the financial system (Figure 2).
However, e-money payment also contributes to the J-shaped exponential growth.

Source: Gorshkov (2022).
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Figure 2. The share of cashless payments by instrument in 2019, in percentage.

Note: Calculated as a share of each instrument in the total value of cashless payment.
Source: Gorshkov (2022)

Overall, our analysis confirmed that Russia has been rapidly promoting cashless paymentsin comparison
to other emerging and developed economies.

4.2. Factors accountable for the rapid promotion of cashless payment in Russia
Our analysis has shown that internal and external factors both account for the J-curve exponential
growth in cashless payment, but the impact of the latter is significantly larger (Figure 3).
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Figure 3. Factors that account for the rapid growth in cashless payment in Russia
Source: Gorshkov (2022)

Internal factors include the changes in the consumer behaviour of Russian citizens and domestic
payment market transformations and well as domestic policies of the government to promote e-government
and digital economy. External factors are comprised of global transformations of the international payment
market and raising national security concernsand geopolitical risks. In particular, national security concerns
and geopolitical risks triggered Russia’s government to design state-driven national payment system.
Conditions in March-April 2022 confirm that Russia’s concerns over SWIFT and international payment
systems were founded, thus, providing evidence that the construction of the National Payment System
(NPS) administered by the Bank of Russia was a reaction to perceived serious geopolitical and national
security risks in 2014. The COVID-19 pandemic and a new round of international sanctions in 2022 are
among the external factors, as they drove further expansion of domestic cashless payment and replace of
international card brands with the National Payment Card System (NPCS) MIR (Gorshkov, 2022).

4.3. Major features of the state-driven cashless payment system

The core elements of Russia’s state driven cashless payment system include: 1) National Payment
System (NPS); 2) National Payment Card System (NPCS) MIR; 3) Quick Payment System (Systema
Bystryh Platezhej, QPS); 4) digital rouble.

All of these core elements are designed and managed directly by the Bank of Russia and has assured
thefast penetration of cashless payment into the Russian economy and society. For instance, in 2023, plastic
cards MIR accounted for 52.5 percent of the total card transaction value and had a share of 51.6 percent in
the total amount of domestically issued cards. For public employees and pensioners, MIR cards became
mandatory. Asfor the QPS (mobile payments, QR-code payments, money transfers), according to the Bank
of Russia 50 percent of Russian citizens utilise it for money transfer and 25 percent for the payments of
goods and services.

State-driven cashless payment system proved to be extremely effective in mitigating the impact of
economic and financial sanctions on the domestic payment market. However, utilisation of MIR cards for
international payments has been restricted due to the risks of sanctions that can be potentially applied on
Russia’s counterparts.

4.4. Scientific and Social Contribution

The scientific contribution of thisresearch is asfollows. Firstly, this research analysed both internal
(domestic market) and external environments in identifying the factors (forces) accountable for the high
levels of cashless payment in Russia.

Second, this research focused on examining the cashless economy in Russia from the perspective of
actors promoting or demanding digitalisation, such as the government, the corporate sector (market), and
the society. Overall, we concluded that in emerging economies governments play a significant role in the
spread of financial technologies such as cashless payment. The above-stated reasons distinguish this
research from previous similar studies.

The social contribution of this research is that it gives policy-makers the implications on different
approachesin designing the digital economies, namely, the state-driven and mar ket-driven approaches.
Emerging countries, such China and Russia, rely on the state-driven policies to design cashless (digital)
payments which assure their swift penetration in the economy and society, whereas developed countries,
where such technologies are introduced by the market forces, have difficulties in achieving similar results.
The dominance of the state in the financial markets and in particular in payments markets rai ses concerns
over the possibility of future market distortions, lack of competition, increased personal data and security



concerns in emerging markets.

The research outcomes of this research project have been widely presented to both the academic
community in the field of comparative economic studies and the general public. The research papers were
published in international peer-review journals (Asia and the Global Economy, Regionalistica), conference
proceedings (Saint-Petersburg State University of Economics, Russia) and presented at both international
(The 16™ European Association for Comparative Economic Studies, Asia Economic Community Forum)
and numerous domestic conferences and workshops. Related research outcomes (comparison of Russia
with other emerging and developed economies (Japan) have been also widely presented in Japan, Russia,
South Korea, the Philippines, and other countries.

During the research project | had established academic connections and promoted international
scientific exchange with scholars at the Higher School of Economics (Russia), Saint-Petersburg State
University (Russia), Saint-Petersburg State University of Economics (Russid), Saint-Petersburg
Polytechnical University (Russia), The Central Bicol State University (Philippines), University of
International Business and Economics (China) and Incheon National University (South Korea), Kyoto
University (Japan), Soka University (Japan), Matsuyama University (Japan), and Ristumeikan University
(Japan).

4.5, Limitations and Future Research Directions

Due to the COVID-19 and Russia-Ukraine geopolitical situation questionnaire surveys and the
scheduled filed trips had not been fully implemented during the research period and thus | had to revise the
initial research plan due to these circumstances. The further research directions of this project might delve
into examining cashless payment from the consumer’s (society’s) point of view. In addition, a thorough
examination of the impact of digital ruble, launched in August 2023 for testing among the Bank of Russia
and selective commercial banks, on the promotion of cashless payment in Russia can be undertaken.
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