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Abstract. E-commerce is expanding globally, however in emerging markets its growth
relies on ecosystem readiness, more precisely, payment infrastructure, consumer
trust, and last-mile logistics. This article reviews the major drivers and
constraints of e-commerce in Azerbaijan while wusing secondary evidence from
national ICT statistics, the Central Bank's digital payments review, a regional
assessment of the e-commerce environment, and academic research on consumer
behaviour and last-mile delivery. The conducted analysis shows that better
connectivity and growing cashless payment infrastructure support market expansion,
nevertheless, adoption 1is still limited ©because of the cash-on-delivery
preferences, privacy and consumer protection concerns, and lastly, operational
weaknesses in delivery and returns. In response, this research proposes a strategy
package focused on (i) checkout redesign and clearer payment protections, (ii)
trust-building mechanisms (e.g., transparent policies and dispute handling), and
(iii) logistics upgrades (e.g., tracking, delivery standards, returns systems,
route optimisation). Taken together, coordinated improvement across these areas
is likely to raise repeat purchasing, strengthen domestic competitiveness, and
improve cross-border e-commerce capability.

Keywords: e-commerce; reverse Jlogistics,; consumer trust; last-mile delivery;
digital payments; organizational capability.

1. Introduction

The increasing use of internet technology has reshaped
the nature of commercial exchange while reducing search costs
and allowing businesses to reach their customers through
online platforms. E-commerce is commonly defined as the buying
and selling of goods and services via electronic networks and
supporting digital processes such as digital marketing,
online payments, and customer service (Turban et al., 2017).
The fundamental setup for e-commerce have been reinforced by
Azerbaijan's Dbroader digitalization plan and growing
connectivity. Consumer exposure to online shopping increased
during the COVID-19 pandemic, and their purchase habits
changed in favor of online retailers (Hasanova et al., 2023).

Nevertheless, the presence of connectivity does not
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automatically produce a competitive domestic e-commerce
ecosystem. Adoption and scaling are dependent on multiple
factors, including payment convenience, perceived risk and
security, organizational preparedness, institutional backing,
and logistics dependability, according to Hendricks &
Mwapwele’s (2023) research on emerging countries. In case of
Azerbaijan, the structural challenge is not only growth in
demand, but improving end-to-end experience so that domestic
platforms can retain customers who also purchase cross-
border.

Based on the above-mentioned factors, the aim of this
research 1is to find an answer for the following question:
Which ecosystem constraints currently limit e-commerce growth
in Azerbaijan, and what practical strategies can accelerate

development?
The analysis focuses on three levers which jointly shape
competitiveness - payments, trust & consumer protection, and

last-mile logistics, and proposes a strategy package aligned
with these constraints.

2. Theoretical solutions

Research on e-commerce growth mainly relates the
operational performance to three elements, including
technology readiness, the institutional environment, and
consumer and firm behaviour. The systematic approach treats
e-commerce not Jjust as the process of online buying and
selling, but as an integrated system of digital activities
such as marketing, information search, order processing,
service delivery, and after-sales support. Which 1in turn
jointly shape customer experience and operational efficiency
(Turban et al., 2017). This kind of perspective is important
due to the fact that competitiveness depends on the full
transaction chain, not only on access to the internet or
platform availability.

Furthermore, the recent studies revealed that in emerging
and developing economies the adoption barriers are multi-
layered. For instance, Hendricks and Mwapwele (2023), 1in a
systematic review, highlighted that outcomes depend not only
on infrastructure, but also on organizational readiness,
trust and perceived risk, available payment mechanisms, and
regulatory support. This factor is especially relevant for
the country-level ecosystem development because weak
performance in a single area such as payment reliability or
delivery quality can adversely affect the consumer confidence
and reduce platform hrowth even when connectivity improves.
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It is important to note that SMEs also play a major role
in shaping e-commerce ecosystems as they expand product
variety and support local value creation. As well as this,
their constraints ofter differ from those of large companies.
Particularly, Kartiwi and MacGregor (2007) stated that common
barriers include mplementation complexity, cost, limited
technical expertise, security concerns, and uncertainty about
return on investment. These ongoing challenges extend beyond
individual firms. Where many sellers struggle to adopt and
operate effectively, ecosystems may exhibit inconsistent
product information, weaker customer support, and uneven
fulfillment gquality, which means SME readiness becomes a
broader competitiveness issue for platforms and markets.

Moreover, trust is widely recognized as a key determinant
of consumers' willingness to transact online. This is because
online shopping requires sharing personal information and
relying on distant sellers or platforms for fulfillment and
dispute resolution, simply perceived risk becomes central.
Wang et al. (1998) provide a structured account of privacy
concerns 1in digital marketing by emphasizing worries about
how data are collected, tracked, stored, and shared can reduce
participation in online transactions. Such concerns can be
improved when users feel they have limited control over data
use or when terms and policies are unclear, where conditions
that often encourage risk-reducing Dbehaviors such as
preferring cash-on-delivery or avoiding unfamiliar sellers.

Payments influence e-commerce 1in two connected ways.
Firstly, from a technical perspective, they enable
transactions to Dbe completed efficiently, then from the
perspective of behavior, they act as a signal of reliability
and safety. Research in developing-country conditions
emphasizes that payment mechanisms and perceived security
play a major role in adoption (Hendricks & Mwapwele, 2023).
Cross-border ecosystem diagnostics also noted that cash-on-
delivery practices can persist and shape business models
(EU4Digital Facility, 2021). In practice, payment friction
can drive checkout abandonment, while weak refund and dispute
resolution processes can reduce willingness to prepay, both
of which constrain scaling.

Last but not least, logistics is also frequently treated
as a core competitiveness driver because 1t determines
delivery reliability, customer satisfaction, and repeat
purchasing. The last mile is often the most cost-intensive
and service-sensitive part of fulfillment, and it strongly
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shapes how consumers judge the overall purchase experience.
In our research, Azerbaijan-focused discussion highlights the
importance of last-mile delivery for both cost and service
quality while pointing to operational challenges such as
congestion, addressing and routing issues, and the need for
improved courier planning and digital tracking (Ahmadov,
2026) . Regional assessments similarly emphasize delivery
standards and delivery times as constraints in e-commerce
value chains, especially in cross-border contexts (EU4Digital
Facility, 2021). Logistics also connects directly to trust
and payments, where predictable delivery and straightforward
returns reduce perceived risk and can make consumers more
comfortable with cashless transactions.

Overall, the literature points to strong
complementarities across e-commerce ecosystem functions.
Expanded digital access can create opportunity, but adoption
and scaling depend on reliable transaction completion
(payments), lower perceived risk (trust and consumer
protection), and dependable fulfillment (logistics). This
logic supports a focus on three practical leverage points -
payments, trust, and last-mile logistics as key entry areas
for strategies intended to accelerate e-commerce growth and
development in Azerbaijan.

3. Methodology

In this research a qualitative review and synthesis
approach based on secondary sources is applied. Evidence 1is
mainly drawn from: (i) a study of Azerbaijani consumers’
e-commerce behaviour during the pandemic period (Hasanova et
al., 2023), (ii) national ICT and digital development
statistics (Ministry of Digital Development and Transport of
the Republic of Azerbaijan, 2023), (iii) the Central Bank’s
semiannual review of digital payments infrastructure and
adoption initiatives (Central Bank of the Republic of
Azerbaijan, 2022), (iv) the EU4Digital gap assessment and
recommendations for harmonising Azerbaijan’s e-commerce
environment (EU4Digital Facility, 2021), and (v) an
Azerbaijan-focused study on last-mile delivery constraints
and delivery model organisation (Ahmadov, 2026). The research
evidence is organised into three core themes - payments, trust
& consumer protection, and logistics, after that, the founded
factors converted into strategy directions aimed at
supporting measurable improvements in adoption, transaction
completion, and customer retention.

4. Key findings and Discussion
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On the one hand, Azerbaijan’s digital readiness 1is
steadily improving, which creates a supportive baseline for
e-commerce growth. National “facts and figures” on digital
development show rising ICT use and stronger connectivity
indicators, helping more ©people participate in online
commerce.
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Figure 1

Distribution of Internet users by purpose of use, in percent (Ministry
of Digital Development and Transport of the Republic of Azerbaijan,
2022)

Based on Figure 1, the conducted survey to study the
purposes of Internet use by households and individuals has
found that in 2022, the Internet was primarily used for the
purposes of creating connections and searching for
information. Looking at the similar statistics of Dboth
developed and developing countries, we can observe that the
vast majority of the population in those countries use the
Internet more for the same purposes.

Consumer dynamics suggest that service competitiveness is
still a major challenge. Hasanova et al. (2023) find that
online shopping increased during the pandemic, however, that
many consumers rely heavily on foreign e-commerce platforms.
This fact implies that 1local e-commerce providers are
competing directly against international standards of
convenience, reliability, and overall user experience.

The current market situation in Azerbaijan reflects a mix
of domestic online retail activity and substantial cross-
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border purchasing. Consumers commonly buy from international
platforms alongside local online stores, which effectively
raises the performance benchmark for domestic providers. This
process aligns with evidence that customers may prefer foreign
platforms when local options fall short on convenience and
service quality (Hasanova et al., 2023).

At the same time, from a development perspective, this
pattern reinforces a key point, which means improving
payments, building trust, and ensuring reliable delivery are
not optional. These factors are necessary for retaining
customers and for shifting a larger share of online spending
toward domestic channels (Hendricks & Mwapwele, 2023;
EU4Digital Facility, 2021).

In the same pattern, payment options strongly influence
both transaction friction and perceived safety. The Central
Bank’s semiannual review (2022) directly showed the continued
progress in digital payment infrastructure, alongside
initiatives aimed at expanding cashless payment channels and
encouraging broader adoption. As well as this, policy
diagnostics emphasized that cash-on-delivery remains common
across the wider —region. This habit shapes e-commerce
business models and limits the scalability benefits that
typically come with digital payments (EU4Digital Facility,
2021). For companies, heavy reliance on cash 1increases
operating costs and raises the risk of refusals and returns.
For consumers, it often reflects uncertainty about refunds
and dispute resolution, as well as broader trust concerns.

Delivery reliability is critical in online retail because
the transaction is only truly completed once the product
arrives as expected and returns can be handled efficiently.
Ahmadov (2026) argues that last-mile delivery has the
strongest influence on both delivery cost and service
quality. Key constraints in Azerbaijan include congestion,
addressing and routing difficulties, peak-time collection
challenges, and the need for better courier planning and
improved digital tracking. EU4Digital (2021) similarly
highlights delivery standards and delivery times as
constraints in e-commerce value chains, especially for cross-
border transactions. Delivery performance also connects
directly to payments and trust, when delivery is predictable
and returns are transparent, consumers tend to feel more
comfortable using cashless payment methods, and disputes
become less frequent.
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Table 1
Summary of key constraints and practical strategy directions
Constraints Supporting sources Strategy direction
Domestic platforms Hasanova et al. | Prioritise
compete in a (2023); Ministry of |reliability and
market with strong Digital Development | consistency of the
cross-border and Transport of the | customer journey
purchasing Republic of | (search - checkout -
Azerbaijan et al. | delivery - returns).
(2023)
Cash-on-delivery Central Bank of the | Reduce checkout
habits and Republic of | steps; widen cashless
friction at Azerbaijan (2022); | options; explain
checkout slow EU4Digital Facility | refund rules and
scaling (2021) payment protections
clearly.
Trust barriers Wang et al. (1998); | Improve transparency
linked to privacy EU4Digital Facility | (privacy & returns);
concerns and (2021) strengthen complaint
uneven consumer handling; use visible
protection signals security and
compliance cues.
Last-mile delivery Ahmadov (2026); | Invest in tracking
remains a decisive EU4Digital Facility | and communication;
bottleneck for (2021) optimise routing &
satisfaction and courier planning;
repeat purchasing standardise returns
and delivery service
levels.
SME capability Kartiwi & MacGregor | Provide practical SME
constraints affect (2007); Hendricks & | support (e.g.,
platform quality Mwapwele (2023) templates, training,
and service integration support)
consistency focused on
operational
readiness.
5. Strategy package for growth and development
To speed up e-commerce growth in Azerbaijan, strategies
should target three practical results: (1) more completed
transactions, (2) stronger consumer confidence, and (3) more
dependable delivery. The actions Dbelow align with the
constraints outlined in Section 4 and summarised in Table 1.
Platforms should make checkout feel simple and

predictable. That simply means reducing the number of payment
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steps and clearly displaying delivery fees, estimated
delivery times, and return terms before the final
confirmation. They should also provide several cashless
payment options and design payment flows which minimise drop-

off during checkout. At the wider ecosystem level,
stakeholders can encourage adoption by communicating payment
safeguards more clearly - especially buyer protections,

dispute procedures, and how complaints are handled (Central
Bank of the Republic of Azerbaijan, 2022; EU4Digital Facility,
2021) .

Trust increases when platforms are transparent and
consistent. Platforms should provide clear privacy notices
and explain in simple terms - how customer data is used, since
privacy concerns remain a common barrier (Wang et al., 1998).
At the same time, return and refund policies should be
standardised, written in plain language, and backed by easy-
to-find complaint channels. At  the ecosystem level,
introducing minimum standards or certification schemes can
strengthen trust signals and reduce uncertainty for consumers
(EU4Digital Facility, 2021).

Companies and logistics partners should prioritise
dependable delivery over maximum speed. Practical
improvements include end-to-end tracking, proactive delivery
updates, and stronger routing and courier planning. Local
evidence suggests that better resource planning and digital
tracking can reduce uncertainty in last-mile delivery
(Ahmadov, 2026). Returns should be treated as a core part of
the service, not an afterthought. Clear, predictable, and
easy returns reduce perceived risk and make customers more
willing to prepay (EU4Digital Facility, 2021; Wang et al.,
1998). Because SMEs shape both product variety and service
quality, support should focus on readiness - not Jjust access
to tools. Common barriers include complexity, cost, and
limited skills (Kartiwi & MacGregor, 2007), while research in
developing-country contexts also highlights organisational
constraints and trust-related barriers (Hendricks & Mwapwele,
2023) . Practical toolkits can help SMEs deliver more
consistent customer experiences - for example, product
listing templates, payment integration guidance, customer
service standards, and fulfilment & returns checklists. These
steps can reduce the inconsistencies which negatively affects
to the trust and repeat purchasing.

6. Conclusion

Azerbaijan’s improving digital readiness and increased
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consumer familiarity with online shopping create favourable
conditions for e-commerce development. Yet scaling remains
constrained by interconnected barriers: cash-on-delivery
habits and checkout friction, trust and consumer protection
gaps, and last-mile delivery reliability. Therefore, my
research contends that truly “revolutionizing” e-commerce in
Azerbaijan depends on aligned improvements 1in payments,
trust, and logistics. Streamlining checkout and reinforcing
consumer safeguards can speed up the shift to cashless
payments, clearer privacy practices and more transparent
dispute resolution can strengthen confidence, and better
last-mile execution can make deliveries more predictable,
while encouraging repeat purchases. To build on this review,
future studies should add primary evidence from Azerbaijani
consumers and SMEs to measure how much each constraint matters
and to test which interventions deliver the largest gains in
adoption and retention.
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