Supporting
SMB Growth: &

Unlocking
Recovery
through
E-commerce




Executive
Summary

Two years after the onset of the COVID-19 pandemic, small and medium sized businesses (SMBs) have

made significant changes to their business operations. They have been forced to adapt to pandemic-related
challenges, but have also taken advantage of new and growing opportunities in e-commerce and digital
markets. UPS, in partnership with Nathan Associates, surveyed 1,027 SMBs across nine countries to better
understand the challenges they are facing and the ways in which the flourishing e-commerce market can help
them grow and compete in the rapidly changing global economy.

E-commerce is a driver of economic growth. It has expanded opportunities for SMBs to reach customers

in new markets. E-commerce makes it easier for SMBs to export, which in turn increases their likelihood of
growth, resilience to economic shocks, and access to new ways of doing business that will sustain their future
growth. Governments around the world have recognized the need to support SMBs with a conducive policy
environment as they expand into e-commerce and international trade.

As a global leader in logistics, UPS has also long supported Countries included in the survey
SMBs on their journey toward growth. This report shares

the findings and policy recommendations from a survey of
1,027 SMBs in nine regionally and socio-economically diverse Canada United Arab
countries. Conducted in March and April 2022, the survey France Emirates
captured information about SMB priorities, challenges, and India United Kingdom
trends in e-commerce sales and logistics, both domestically and Indonesia Vietham
internationally. The insights from these surveys informed policy

recommendations for government stakeholders to support the growth of e-commerce and international
trade activities.

e Brazil Italy

In most of the surveyed countries, the top pandemic-related challenges facing SMBs are declined in-person
sales, supply chain disruptions, and cash flow constraints. For many countries, these were also among

the top challenges reported by SMBs in a survey conducted by UPS and Nathan in 2021. The fact that in-
person sales were consistently repeated as a major challenge shows that SMBs are still relying on them

for their business.

The report shows that e-commerce is a top priority for SMBs, particularly when it comes to domestic sales.
In most countries, more SMBs have begun selling online since the start of the pandemic. In all countries, the
majority of SMBs ranked online domestic sales as their top business priority over in-person domestic sales.
This presents a major opportunity and need for governments to provide support to help them reach their
e-commerce growth goals.

The SMB trend toward expanding their e-commerce presence is an opportunity to help SMBs make the
transition from focusing primarily on domestic online sales to exports. The survey results also show the
need for education and awareness about the growth potential of international e-commerce.



Yet SMBs are dealing with multiple challenges and constraints to their e-commerce
sales, logistics, and exports. Across all nine countries, the top three e-commerce
challenges reported by SMBs that are currently selling online are:

e Online marketing and branding
e Supply chain disruptions
e Accessing information about how to run an e-commerce business

For those SMBs that are not currently selling online, they reported the top
constraints to e-commerce entry as being:

e |earning about and complying with digital laws and regulations
e Access to finance
e (ybersecurity and online safety

Although SMBs in many countries reported that exporting has gotten easier
since the start of the pandemic, they also reported the following as the top three
challenges to e-commerce exports:

* Managing electronic payments and taxes collected from international clients

e Access to information about international markets, trade compliance, and
customs requirements

e Facilitation of shipping and trade logistics

The survey also looked at the relative experiences of women-owned and men-
owned SMBs. Across most markets, the surveyed women-owned SMBs were more
likely to be selling online than men-owned SMBs, both prior to the pandemic and
at the time of the survey. Yet in some contexts, women-and men-owned SMBs

had different priorities, challenges, and experiences using various e-commerce
supports, policies, and services. For example, in the United Kingdom, Canada, Brazil,
France, India, and Italy, women-owned SMBs and men-owned SMBs had different
priorities, challenges and experiences especially when it came to financing. Given
the global gender inequality in access to financing, especially for business growth,
this is an important finding that countries should monitor and ensure that financing
mechanisms are reaching both women-owned and men-owned SMBs equitably.

The survey also explored the experiences with e-commerce for women and men
and found that in some countries, such as Canada and India, SMB owners were

less likely to experience harassment and discrimination when conducting business
online compared to in-person. While this was sometimes more likely to be true for
women-owned SMBs, many men-owned SMBs reported this to be true as well.

Finally, the survey inquired about SMB perceptions about the extent to which

their business practices, products, and operations were environmentally-friendly.

In all countries, more than half reported that their business is either “very” or
“somewhat” environmentally sustainable. In most countries, SMBs indicated they
have some plans to invest in increasing the sustainability of their business practices,
particularly related to products and product packaging.




Policy Recommendations

Governments, private sector, trade and business associations all have an important
role to play in supporting SMBs to capitalize on the opportunities emerging from
growing e-commerce markets. The following are some recommendations:

Build SMB Digital Capabilities: Trainings and information portals should
provide information about setting up and running an e-commerce business,
online marketing, digital laws and regulations, shipping and logistics, and
international trade. City governments and business associations such

as chambers of commerce can be particularly important in reaching

SMBs. Outreach campaigns and information portals should ensure that
information is user-friendly and accessible to a wide range of SMB owners
from various backgrounds, levels of education, and geographies.

Support Supply Chain Resilience: SMBs in most countries have identified
supply chain disruptions as a major challenge. These disruptions can range
from lack of availability, lack of transparency in the supply chain, rising costs
of raw materials to shipping delays. Both the government and logistics
partners can work together to help SMBs with the assessment of supply
chain vulnerabilities, management of inventory, technology solutions

to conduct better mapping of sources, and efficient and cost-effective
transport and delivery services. Investments in increasing supply chain
transparency and in logistics infrastructure are necessary. For example,
supply chain management software can be used to publish data for SMBs
on lead times of raw materials to help businesses plan ahead. Capital
allowances or tax breaks can help businesses adopt digital technologies
that help them prevent vulnerabilities.

Ease Access to Export Information: The majority of SMBs in all the
surveyed countries ranked access to information about international trade
as their primary challenge and priority to support their e-commerce export
sales. As part of efforts to build SMB digital capabilities, governments

need to scale up outreach and easy-to-understand information about
international markets and trade agreements. Information should also help
SMBs to navigate export taxes and customs as well as understand how to
manage e-payments from international customers. Programs that promote
peer learning and partner with women-led firms can also help to reach
groups that are often underrepresented in export markets.

Enhance Financing Mechanisms: There are numerous ways to incentivize
and support SMBs to move into e-commerce, grow their online sales, and
manage cash flow. Policies should focus on in increasing SMB financing
facilities, grants, tax credits, and, if necessary, subsidies. Governments

and other stakeholders should expand existing business credit offerings,
whether through increasing the volume of financing available or
encouraging more small businesses to take advantage of existing programs
through awareness-raising initiatives. Special tax credits could help SMBs
invest in online business training, try out new outsourcing platforms, or
otherwise do what they need to do to increase their capacity for online
sales, both domestically and internationally. Programs must track and
disaggregate data by gender of the business owner and use proactive
outreach methods to ensure that they reach both women-owned and
men-owned SMBs.

Invest in Digital Infrastructure: The surveyed SMBs in all countries
emphasized the government’s essential role in providing reliable

and secure internet access and other digital infrastructure for their
e-commerce businesses to thrive. In addition to continuing to expand
access to high-speed internet in rural and other underserved areas,
governments should improve awareness to the digital tools that
SMBs can leverage and help them address challenges with managing
e-payments, inventory, returns, and contactless delivery.

Simplify Trade Processes: To support trade, government agencies should
prioritize efforts to digitize customs and tax collection processes to make
cross-border trade more efficient, leverage technologies and promote
transparency. Some of these commitments have been made by countries
at the WTO but are not yet operationalized. Implementing these measures
would help small and medium sized businesses open up pathways for
greater internationalization.

Develop a Data Governance and Cybersecurity Framework: A national
framework, such as the one developed by the European Union, has the
potential to protect SMBs from cybersecurity threats, which limit trust
for both the seller and the consumer. Countries that already have such
frameworks in place should review them to make sure they have specific
measures to support SMBs. These frameworks should also include
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commitments to developing the cybersecurity workforce by funding
programs that provide cybersecurity training and certificates, career
growth resources, and hiring opportunities to build a robust cybersecurity
workforce capable of addressing the growing cyber threats. Governments
should also ensure that this strategy addresses risks depending on
various factors, including, but not limited to, gender, especially considering
that women-owned SMBs reported they were less likely to experience
harassment and discrimination when operating online.

Methodology

UPS and Nathan Associates worked with local partners in each
of the surveyed countries to reach out to SMBs for the survey.
The survey was conducted online via the SurveyMonkey
platform and was translated into the predominant language
of each country. Because small and medium sized businesses
are defined differently in each country, the survey used

each country’s unique definition of SMBs for that country-
level analysis and report. During analysis, all responses were
disaggregated by the gender of the business owner, but these
were only included in the report if they were statistically
significant or determined to be notable by the researchers.

Executive Summary
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Brazil:

Supporting SMB Growth:

Unlocking Recovery
through E-commerce

There are 8.5 million small and medium businesses (SMBs) in Brazil, making up 99 percent of all businesses
in the country. More than one year into the COVID-19 pandemic, approximately 79 percent of these SMBs
reported that they were still suffering revenue losses.* Yet, the e-commerce market in Brazil is booming,
growing by 31 percent in the first half of 2021.2 The country has also made significant investment to
support SMBs in moving business and sales online to better access e-commerce markets, including export
markets,® and is ranked the 34th place in the world for SMBs to do e-commerce.*

In part, the growth of ecommerce in [Brazil] has created an urgency to build a robust policy
environment; in part, the adoption of good policies has likely fueled ecommerce development.®

UPS, in partnership with Nathan Associates and ABComm, surveyed 103 SMBs in Brazil to better
understand the challenges they are facing and the ways in which the flourishing e-commerce market can
help them grow and adapt to the rapidly changing global economy. In addition to assessing general trends
for how SMBs are engaging with e-commerce domestically and internationally, the survey also sought to
identify the relative experiences of women-owned SMBs compared to men-owned SMBs and general SMB
perspectives around sustainability.

The survey identified the following key findings:®

¢ The vast majority of surveyed SMBs are engaged in e-commerce, which has increased since the start
of COVID-19.” In 2022, nine out of every ten SMBs reported selling online, which is an increase from pre-
COVID rates where only seven out of ten were selling online. SMBs were clearly impacted by the pandemic’s
effect on in-person sales; one-fifth had closed a physical store since the start of the pandemic. In 2022, just
under half of SMBs were running one or more physical stores.
E-commerce is a priority for SMBs. S\MIBs ranked domestic e-commerce sales as their top priority for
business growth over the next two years. However, their second priority was domestic in-person sales, with
the majority ranking international online sales as either their third or fourth priority.
Exporting remains a challenge for SMBs. Although S\MBs indicated that exporting is a lower priority than
domestic sales, the few SMBs that have been exporting since before the pandemic reported that exporting has
not gotten easier, suggesting that the growing e-commerce sector should focus on removing barriers to entry.

Simplifying business regulations, taxes, and fees would help SMBs strengthen their export orientation.
To support e-commerce expansion generally, women-owned SMBs rated access to reliable internet as a key
intervention area, while men-owned SMBs reported access to subsidies for e-commerce as an important
policy intervention.

Despite recovery, pandemic still haunts Brazil's small businesses, The Brazilian Report, July 2021.

Brazil - Country Commerce Guide: eCommerce, International Trade Administration, January 2022

Alliance for eTrade Development: Expanding MSME Ecommerce in Developing Countries: Digital and eCommerce Policy Index and Path Forward,
USAID, September 2021

Best Place for MSME Ecommerce Index, eTrade Alliance

Alliance for eTrade Development: Expanding MSME Ecommerce in Developing Countries: Digital and eCommerce Policy Index and Path Forward
(p.16), USAID, September 2021

Brazil was not included in the 2021 survey. Therefore, there is no comparison data available.

ABComm, which distributed the survey, is a Brazilian e-commerce association, therefore the respondent pool was skewed towards e-commerce
businesses.

Brazil


https://brazilian.report/business/2021/07/08/recovery-pandemic-small-businesses/
https://www.trade.gov/country-commercial-guides/brazil-ecommerce
https://www.allianceforetradedevelopment.org/_files/ugd/478c1a_2e097b6fd7e24c5786ddaacf15353fc5.pdf
https://www.allianceforetradedevelopment.org/_files/ugd/478c1a_2e097b6fd7e24c5786ddaacf15353fc5.pdf
https://www.allianceforetradedevelopment.org/best-place-for-msmes-in-commerce
https://www.allianceforetradedevelopment.org/_files/ugd/478c1a_2e097b6fd7e24c5786ddaacf15353fc5.pdf
https://www.allianceforetradedevelopment.org/_files/ugd/478c1a_2e097b6fd7e24c5786ddaacf15353fc5.pdf

Policy Recommendations

Simplify E-commerce Regulations, Taxes, and Fees:This was one of the
highest priority policy interventions for SMB owners. Taxes are myriad
and complex and can double the price of products. Simplification of
e-commerce rules and regulations would lower the barrier of entry for
SMBs not currently in e-commerce or e-commerce exports, while also
helping to address constraints around access to information for all SMBs.
Easier-to-understand regulations and procedures would require less
external assistance—and therefore costs—to navigate.

Provide Financing to Off-set Upfront Cost: Recovering the cost of fees
5 from e-commerce platforms was a top challenge for businesses currently

selling online. Governments can partner with e-commerce platforms to
offer technical assistance and financing that make the upfront costs of
transitioning to e-commerce less burdensome for small businesses with
limited cash flow.

Coordinate Cross-Border Data Flows: Coordinate the commitment of
cross-border data flows to allow the free flow of information and avoid data

localization requirements. Commit to regulatory cooperation and develop
interoperability among regulatory systems to ensure access to information

about international trade is readily available for SMBs engaged in e-commerce.

8 The WTQ'’s Information Technology Agreement, World Trade Organization

Expand SMB Digitization Support: Continue and expand the online
programs, public-private partnerships, and digital transformation initiatives
that Brazil has developed to help SMBs use online marketplaces, including
for exports. These programs should connect SMBs with information and
learning opportunities about online marketing and branding, digital laws
and regulations, cybersecurity, and how to recover the cost of fees from
e-commerce platforms through sales.

Ease Access to Export Information: Continue to keep SMBs up-to-date on
information on international markets, compliance, and customs requirements.
Access to information about international trade was the highest priority

for e-commerce exports and the need for online marketing and branding
information ranked the highest among the major challenges to e-commerce
sales in Brazil. Support should include user-friendly portals and information
centers that have market information and guidance for export and trade.

Eliminate Customs Duties on IT Products: Brazil is one of only a handful
of World Trade Organization members who have not signed the WTO'’s
Information Technology Agreement which eliminates customs duties on a
wide range of IT products.® This would help to reduce the cost of access to
technology for SMBs.
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https://www.wto.org/english/news_e/brief_ita_e.htm#:~:text=ITA%20participants%3A%20Australia%3B%20Bahrain%3B,%3B%20Jordan%3B%20Korea%2C%20Rep.

Business Characteristics of Surveyed SMBs

Business Owner Gender Business Size
55% of surveyed SMBs were The majority of SMBs employed
women-owned business.* 10 people or less.

55% 45%

Women
—_——»

31%
13%
K& - - 5% %

lam 1-10 11-50  51-100 101-300
theonly people people people people
employee

Top 4 Sectors

The most common sector in which SMBs work 1 03 SMBS
was fashion and clothing. Only 4 sectors made

up more than 10% of the sample, demonstrated
SMBs work across diverse sectors.

Fashion and Clothing 24%
Professional Services 23%

Home, Garden y

and Furniture 13% . .
Gifts and Collectibles 10% N BraZ”

SMBs engaged in B2B or B2C

online sales Of the SMBs currently engaged in
e-commerce, the large majority sold
Nearly nine out of ten SMBs sold online, and directly to customers.
81% of these businesses sold products online
that needed to be packaged and shipped. (%‘Z)er
77%
87% 13% 221% B2C
B2B

Sold online Didn’t sell online

*1 percent of SMBs said they weren't sure if the business was a women-owned business.
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Business Age

Nearly one-third of SMBs have been
in operation for 11 to 20 years, while
15 percent opened during the pandemic.

less than 2 years 15%
3-5years
6-10 years
11-20 years
21+ years

30%

Physical Stores

Just over half (53%) of SMBs did not
maintain a physical store.

53%

No physical store

18% 1 pr%/?izjl

2 ormore store
physical stores \

Business Location

Most SMBs (60%) were located in the capital
of Brasilia. 15 percent were in a large city,
another 15 percent in a mid-sized city, and
10 percentin a small town or rural area.

mid-sized cities

@ @ small town or
rural areas

Brasilia

large cities




Top Pandemic-related Challenges Facing SMBs

Top four pandemic-related challenges facing SMBs in 2021-2022:

e difficulty attracting customers (81%)

e decrease in cash flow (75%)

e disruption in supply chain (66%)

e increased need to offer new products and/or services (66%)

This demonstrates that SMBs handled their business operations during the
pandemic fairly well but were impacted most by external and sales factors.
Women- and men-owned SMBs experienced the pandemic differently. Women
SMB owners reported the increased need to create new products as somewhat
challenging more often than men SMB owners, who were more likely to say this
was not a challenge.

Challenges Due to COVID-19

43%
22%
I 345
15%
. 53%
43%
38%
31%
17% 19%
11% I 13%
Decrease in Decrease in Disruption in the Difficulty in
in-person sales cash flow supply chain attracting

customers

I Very challenging

©2022 United Parcel Service of America, Inc.

33%
28% 53% 379
28% e
27%
33% 32%
25% 25% 24% 0 25% 25%
16% 16%
I I I = I I
Increase in Increased Increased need Additional costs ~ Setting up and/or Increased need for
online sales demand for to offer new to ensure managing logistical support
home delivery products and/or  compliance with e- payments
services COVID-19
restrictions/
regulations
l Somewhat challenging l Not challenging

Supporting SMB Growth: Unlocking Opportunities through E-commerce | Brazil | 9



E-commerce Trends

The number of SMBs selling online has increased since the start of COVID-19.

Expanding e-commerce sales domestically was the top priority for business

Prior to the pandemic, over two-thirds of SMBs surveyed (71%) were selling online. growth. When asked to describe their business growth goals for the next two

Two years later, this increased to 87 percent, with growth reflected across both

women and men SMB owners.

years, SMBs overwhelmingly indicated a desire to grow their domestic online
sales. SMBs ranked domestic in-person sales as their second area for business
growth. There were some slight gender differences in responses. More women

About one-fifth of SMBs closed a physical store during the pandemic. Fouroutof  S\B owners ranked domestic in-person sales as their last priority, while men SMB
every five SMBs reported they did not close any physical stores since the onset of owners were more likely to rank this as their third priority.

the COVID-19 pandemic.

©2022 United Parcel Service of America, Inc.

Domestic
online sales

Domestic
in-person sales

International
online sales

International
in-person sales

)'l

SMB Business Growth Goals for the Next Two Years

19%

I 1st Priority

25% 6%

51%

72%

I 2nd Priority I 3rd Priority I 4th Priority

Supporting SMB Growth: Unlocking Opportunities through E-commerce | Brazil | 10



SMBs in Brazil need assistance primarily with online marketing and branding
their business. Surveyed SMBs reported the following as being either “very” or
“somewhat” challenging to their e-commerce sales:

e online marketing and branding (92%)

e recovering the cost of e-commerce fees (72%)

e learning about and complying with digital laws and regulations (69%)
e cybersecurity and online safety (67%)

Conversely, Brazilian SMBs reported access to internet, information on how
to run an e-commerce business, and setting up e-payments as the least

challenging, demonstrating that this SMB sector has met the foundational needs
of e-commerce and programmatic interventions may focus on deepening
e-commerce.

There were, however, some significant differences by gender:

¢ Men-owned SMBs were more likely to report that access to financing for
upgrading to e-commerce and compliance with business registration were
“very” challenging.

¢ Women-owned SMBs were more likely to report that learning about and
complying with digital laws and regulations was not a challenge.

Challenges to SMB E-commerce Sales

55%

37%
25%

36% 54%
43%  28%
| 37%
33%
28%

24
21% i

15% 13%

6%

42% .
46% o =
()
37% I I

43%
30%
26%

24%
18% 19%
i I I i I

35% 349%

Access to information  Access to Access to Compliance with Online Setup and Management of Recovering Cybersecurity  Learning about
about how to run reliable financing for business marketingand  management of online sale the cost of and online and complying
an e-commerce internet upgrading to registration branding e-payments platforms e-commerce fees safety with digital laws

business e-commerce requirements and regulations

I Very challenging

©2022 United Parcel Service of America, Inc.

. Somewhat challenging

. Not challenging
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E-commerce logistics are also a significant challenge for SMBs. Nearly three- Most SMBs sell on their company’s online store (69%) or social media platforms
quarters of SMBs currently selling online reported that management of online (61%). Nearly half (48%) of SMBs sold on regional or local marketplaces, while only
after-sales services was a challenge for their e-commerce business (71%). Supply a quarter sold on a global marketplace. Though not statistically significant, women
chain disruptions (69%) and storage and management of inventory (61%) were SMB owners sold via social media 15 percent more than men, who sold on local
also main logistical challenges. marketplaces 7 percent more than women.

Both women- and men-owned SMBs reported that they were less likely to
experience harassment and discrimination when conducting business online.
Although not statistically significant, this was more commonly reported by women

Challenges to SMB E-commerce Logistics

37% than men (39% versus 25%, respectively).
37%
35% 45% . . S
Are you less likely to experience harassment and discrimination when
conducting business online than when conducting business in-person?
v
38% 58%
34
31% 4 4
28% 3%
26% 25% 39%
16%  ag 22 16%
25%
8%
- il R
Storage and Supply chain Product Provision of Management of 8%
management disruptions packaging contactless online after-sales
of inventory and shipping delivery to services .
customers (e.g., returns)
Women-owned businesses Men-owned businesses
I Very challenging . Somewhat challenging l Not challenging
I do not experience
I Yes l No harassment and
discrimination

©2022 United Parcel Service of America, Inc. Supporting SMB Growth: Unlocking Opportunities through E-commerce | Brazil | 12



SMBs were split regarding the helpfulness of government policies during 2021.

They found the following policies and programs helpful, yet no policy or program

SMB owners who sell online ranked simplification of e-commerce regulations,
taxes, and fees as the highest priority policy intervention. Their next highest

priority intervention is access to reliable internet and other digital infrastructure;
however, this policy area was also rated as the last priority by nearly one-quarter of
both women and men SMB owners. Similarly, SMBs were split nearly in half when
indicating whether access to internet and digital infrastructure was a challenge,
demonstrating that, for some SMB owners, reliable internet has been acquired,
while for others it remains in need of intervention.

area was appreciated by a strong majority of SMBs:

e access to trusted internet services and other digital infrastructure (55%)
e access to training about e-commerce (48%)
¢ simplified e-commerce regulations, taxes and fees (46%)

The only significant difference was that women-owned SMBs were more likely
to report the simplification of e-commerce business regulations, taxes, and fee as

“somewhat helpful” than men-owned businesses. However, when disaggregating by by men-and women-owned SMBs, the data

shows some significant differences. For example, women-owned SMBs ranked
training programs and access to reliable internet as higher priorities, whereas men-

Helpfulness of Government Policies to SMB E-commerce owned SMBs ranked access to subsidies for e-commerce as a higher priority.

29%
26% SMB Policy Priorities to Support Expanding E-commerce
21%
42% . .
B | Isg% Isg% e Ve [ INGEEEEEDNET 7T ki
d other digital -
I e % 30% 25%
26%, 5., 28%—129%
0

Simplification of Women-
e-commerce ~ Owners
business regulations, Men-
taxes,andfees  Gwners

14% 12% 22%
18%. 13% 13%

37% 14% 18%
25% 10% 18%

24% 12% 29%
33% 5% 18%

22%I 25%I
v R
I I Access to subsidies ~ OWners : 277

; ; ; ; for e-commerce -
Access to reliable Access to Access to Simplification of Men

internet services subsidies for training about e-commerce business owners

and other digital e-commerce e-commerce regulations, taxes,
infrastructure and fees W
omen-
8% 16%
Accessto ~ owners 16%
business credit Men-

I Very helpful
iy s 2%
Access to training owners 8% 22%
about e-commerce Men

Iz 10% 18% 43% 28%
I 1st Priority I 2nd Priority I 4th Priority I 5th Priority

22% .
I I i

Access to
business credit

l Somewhat helpful l Not helpful

3rd Priority
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Why Are Some SMBs Not Selling Online?

SMBs that were not currently selling online are unsure of how beneficial it There was no clear constraint preventing SMBs from selling online. The SMBs
could be to their business.® Only one out of every ten SMBs was not engaged surveyed reported wide variance in how constraining various area are to selling

in e-commerce. Of these, SMBs owners were equally split between e-commerce online. SMBs reported that access to reliable internet was not a constraint.

as either beneficial or not beneficial, while 20 percent reported that they did not However, no pattern of constraints emerged. The greatest response, receiving on
know. This suggests that SMBs selling in-person are doing so purposefully, and average 40 percent, was “not applicable,” demonstrating that SMB owners may

a small percentage (4 SMBs in the sample) are not engaged in e-commerce yet not have considered these areas as constraints to their business growth or may be
believe it would be beneficial. unaware of the steps to take to expand to e-commerce.

Constraints to SMB Expansion to E-commerce

70%
50% 50%
40% 40% 20% 10% 40% 40%
10%30% 10% 20%30%30% I 30% 30%30% 30% 10l%30%30% 20%
20% 20% 20%20% I 20%20% 10l%20‘7 20% 20% 20% 20%20% I20‘7
Access to Access to Access to Compliance  Cybersecurity Facilitation of Learningabout Management Online Recovering Set-up and
information about  reliable financing for  with business and online logistics: and complying of online sale marketing the cost of management
how to run an internet upgrading to registration safety packaging, with digital platforms and branding  e-commerce of e-payments
e-commerce e-commerce  requirements storing inventory,  laws and fees
business shipping regulations
I Very constraining . Somewhat constraining . Not constraining I Not applicable

9 The actual breakdown of those engaged in e-commerce is 87 percent while 13 percent do not. Due to 3 SMB owners exercising their right to skip questions, only 10 SMB owners shared their perceptions on the benefits of
e-commerce (resulting in 10 percent of the overall sample).

©2022 United Parcel Service of America, Inc. Supporting SMB Growth: Unlocking Opportunities through E-commerce | Brazil | 14



Access to business credit and simplification of e-commerce regulations are top Trends in Expo rtin g
priorities for SMBs who want to expand into online sales. This suggests that SMB

owners feel they do not have a strong financial position from which to branch into Only 8 percent of SMBs currently engaged in e-commerce sell to intern.ational
e-commerce and may need clear directions on e-commerce regulations, taxes, and customers (7 out of 82 SMBs). Of the six SMB owners who reported their export
fees to understand the steps needed to begin e-commerce sales. sales, one SMB's export sales made up 100 percent of their sales. However, most

were much smaller: for another SMB, exports made up half of their sales, while the
remaining 4 SMBs had an average of 7 percent sales. The SMBs surveyed exported
to Europe and Eurasia and North America exclusively, with 3 SMBs exporting to

both destinations.
Exporting has not gotten easier for SMBs. Five out of six SMBs that are currently

SMB Policy Intervention Priorities to Support Expanding into E-commerce

0% exporting said that e-commerce exporting has not gotten easier since the start
ecess o training 30% 10% 30% of the COVID-19 pandemic. This indicates a key area for governmental policy or
programmatic support.

Have E-commerce Exports gotten easier since the start of COVID-19?

0%

Simplification of

e-commerce business 20% 30% 10% 40%
regulations, taxes, and fees
Access to reliable

internet services and 20% B10% 20% 30% 20%
other digital infrastructure

0% 0%

|
I 1st Priority I 2nd Priority 3rd Priority I 4th Priority I 5th Priority

83%

Access to subsidies
for e-commerce

17%

Easier Not easier
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Protection of intellectual property rights and facilitation of shipping and Government policies and programs were somewhat helpful to SMBs’

trade logistics were the top export challenges. 83 percent of the SMBs that are international e-commerce sales. Two-thirds of SMBs found that policy

currently exporting reported these as “very” or “somewhat” challenging. Again, SMB interventions to address navigating export taxes and facilitating shipping logistics
experiences were split: while half said access to information was “very” challenging, were either “very” or “somewhat” helpful during the past year.

the other half said it was not a challenge at all.
Given the areas identified as most challenging to e-commerce exports, as well as

the areas where existing policy interventions have not been helpful, government
policies and programs need to address protection of intellectual property rights,
access to information on international markets, and management of e-payments.

Challenges to SMB E-commerce Exports
17% 50%
50% 17% 67%

Helpfulness of Government Policies to SMB E-commerce Exports
50% 50% 50%

50% 50%
33% 33% 33%
33% 50% 17%
17% 17% 17% I
II I . . 33% 17% 33%33%

Access to information Management Navigation of Protection of Facilitation of l
on international of e-payments export taxes intellectual shipping and
markets, trade and taxes from and duties property rights trade logistics
compliance, and international 17% 17% 17% 17% 17% 17%
customs requirements  customers
I Very challenging . Somewhat challenging . Not challenging I I
Access to information Management Navigation of Protection of Facilitation of
on international of e-payments export taxes intellectual shipping and
markets, trade and taxes from and duties property rights trade logistics
compliance, and international

customs requirements  customers

I Very helpful . Somewhat helpful . Not helpful
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Access to information about international trade was the highest priority for
policy interventions. SMB owners overwhelmingly identified access to information
as the greatest priority. Their second priority for policy interventions is around
facilitation of shipping and trade logistics. Assistance navigating export taxes and
duties was the third priority, reflecting that, although current interventions are
helpful to some SMBs, this area remains very challenging to the majority of SMBs.

SMB Policy Intervention Priorities to Support E-commerce Exports

Access to information on
international markets, 07
trade compliance, and 50% 17% 17% 17%
customs requirements
Facilitation of shipping o7
and trade logistics 33% 17% 33% 17%
Protection of intellectual - 07, 07
propertyrignts i 17% 33/0
0% 0% 0%

”J7[i |

I 1st Priority l 2nd Priority 3rd Priority I 4th Priority I 5th Priority

Navigation of export
taxes and duties

0%

Management of
e-payments and taxes
from international
customers
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Sustainability

SMBs reported differing levels of environmental sustainabiltiy. The surveyed
SMBs wetre split fairly evenly between reporting their business as being “very,”
“somewhat,” or “not very” sustainable, yet 65 percent reported being “somewhat”
or “very” sustainable. Only 7 percent reported that they were not at all sustainable.

Approximately one-third of SMBs reported current plans to address sustainability
through areas of their business, although slightly more than one-third reported no
plans to address sustainability in the next three years. The largest area for potential
growth of sustainable practices was in transportation. Interventions which help
SMB owners understand what potential actions they could take across these areas

could be helpful, as well as greener transportation options.

Current Practices vs. Future Plans for Environmental Sustainability

35%
30% 30% 31% 30%
27% 27% o
23% 22% 24%
17%
I . . I B
Products Product Packaging Shipping Manufacturing Transportation None of these
Packaging
I Today (2022) || Next 3 years

SMB Environmental Sustainability

7% 4%

| don't know Not applicable

Not at all

4\—\‘ 28%
T \/

Not very

Brazil



Canada is considered the seventh best place in the world for small and medium businesses (SMBs) to
do e-commerce.! It is also the tenth largest market for e-Commerce in the world, with 2021 revenues
reaching US $35 billion and continuing to increase.2 SMBs make up 99.8 percent of all businesses in the
country,? half of which have fewer than four employees.* SMBs produce 40.6 percent of all exports.®

UPS, in partnership with Nathan Associates and Startup Canada, surveyed 111 SMBs in Canada to

®
better understand the challenges they are facing in access to e-commerce opportunities and the ways
in which the flourishing e-commerce market can help them grow and adapt to the rapidly changing
digital economy. In addition to assessing general trends for how SMBs are engaging with e-commerce
domestically and internationally, the survey also sought to identify the relative experiences of women-
Ca n a d a m owned and men-owned SMBs and general SMB perspectives around sustainability.
u

Supporting SMB Growth:

The survey identified the following key findings:

Unlocki ng Recove ry e E-commerce remains a high priority for Canadian SMBs, including e-commerce sales both domestically
and internationally. SMBs overwhelmingly ranked growth in domestic e-commerce as their top priority.
th I’Ongh E-commerce Slightly more SMBs ranked international e-commerce as a higher priority than expanding domestic in-

person sales. Still, in-person sales were important; decreased in-person sales was reported as one of the
top three ongoing challenges resulting from the COVID-19 pandemic.

SMBs need support to address supply chain disruptions to improve their e-commerce operations.
SMBs ranked supply chain disruption as their greatest challenge due to COVID-19, as well as the greatest
logistical challenge they are facing in e-commerce sales. Other challenges to e-commerce include online
marketing and branding, complying with digital laws and regulations, and cybersecurity.

SMBs were less likely to experience harassment and discrimination when conducting business online
versus in-person. This was particularly true for women-owned businesses, although nearly one in four
men-owned businesses also reported this.

SMBs are relying on the government to provide and enhance reliable internet and digital
infrastructure. Both the SMBs that sold online and those that were not ranked internet and digital
infrastructure as their highest priority for policy intervention.

To support SMBs in e-commerce exports, the government needs to focus on providing access to
information about international trade. SMBs ranked this as the most helpful area of policy support as
well as the highest priority for policy intervention.

Best Place for MSME Ecommerce Index, €Trade Alliance

The eCommerce market in Canada, ecommerceDB

Key Small Business Statistics — 2020, Government of Canada

10 things you (probably) didn’'t know about Canadian SMEs, Business Development Bank of Canada
Ibid.

Canada


https://www.allianceforetradedevelopment.org/best-place-for-msmes-in-commerce
https://ecommercedb.com/en/markets/ca/all#:~:text=Canada%20is%20the%20tenth%20largest,for%20eCommerce%20continue%20to%20increase
https://www.ic.gc.ca/eic/site/061.nsf/eng/h_03126.html
https://www.bdc.ca/en/articles-tools/business-strategy-planning/manage-business/10-things-didnt-know-canadian-sme

Policy Recommendations

Support Supply Chain Resilience: SMBs ranked supply chain disruption

as the greatest ongoing challenge from the COVID-19 pandemic. The
Government of Canada should work with the National Supply Chain Task
Force to assess manufacturing across industries to determine current

and future supply chain resilience and capabilities. A national action

plan, developed together with government, private sector, and SMB
representative associates could help protect the economy from future
disruptive events like supply chain disruptions. Programs should incentivize
and enable access to supply chain software management for SMBs and
publish data on lead times of raw materials to help businesses plan ahead.

Invest in Digital Technologies: SMBs surveyed said that they are relying
on the government to provide and enhance reliable internet and digital
infrastructure as a high priority policy intervention for those SMBs that
do sell online and that are not. Policies and programs should invest in
broadband infrastructure assets that are nationalized and governed as

a public good.® The Government of Canada should also support open
access infrastructure that ensures digital infrastructure and programs are
governed as public investments and are accountable to public interests.’

Incentivize SMB Adoption of Digital Technologies: Provide capital
allowances and tax incentives to SMBs that encourage them to adopt
digital technologies like blockchain and inventory management software.

Include SMBs in Cybersecurity Strategy and Privacy Laws: Government
of Canada should update the current cybersecurity strategy to address
risks that make SMBs particularly vulnerable. Part of this strategy should
include commitments to developing the cybersecurity workforce by
funding programs that provide cybersecurity training and certificates,
career growth resources, and hiring opportunities to build a robust
cybersecurity workforce capable of addressing the growing cyber
threats.® The government must also ensure that this strategy addresses
risks depending on various factors including but not limited to gender,
especially considering that women SMB owners reported they were less
likely to experience harassment and discrimination when operating online.

6 The Digital Divide Has Become a Chasm: Here’s How We Bridge the Gap, Centre for International Governance Innovation, July 2021

7 lbid.

8 Growing the future cybersecurity workforce, IT World Canada, February 2022
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https://www.cigionline.org/articles/the-digital-divide-has-become-a-chasm-heres-how-we-bridge-the-gap/
https://www.itworldcanada.com/sponsored/growing-the-future-cybersecurity-workforce

Business Characteristics of Surveyed SMBs

Business Owner Gender

59% of surveyed SMBs were
women-owned business.*

Business Size

More than one-third of SMBs had no
employees, and another third employed
1-10 people.

59%
Women 35% 339,
12% 14%
e ._._-O % 2%
lam 1-10 11-50 51-100 101-300 301-499
theonly people people people people people
employee
Top 5 Sectors 111 SMIB
S

The most common sector in which SMBs work
was computer software and digital content.

Computer Software

& Digital Content 16%
Art & Photography 16%
Professional Services 15%
Fashion & Apparel 12%

Food & Drink 11%

SMBs engaged in

online sales

Two-thirds of SMBs sold online, and 80% of
these businesses sold products online that
needed to be packaged and shipped.

33%

67%

in Canada

B2B or B2C

Of the SMBs currently engaged in
e-commerce, the large majority sold
directly to customers.

1%
Both 768?2
23% —
B2B

*2 percent of SMBs said they weren't sure if the business was a women-owned business.

©2022 United Parcel Service of America, Inc.

Supporting SMB Growth: Unlocking Opportunities through E-commerce

Business Age

Only 12% of SMBs had been operating
for less than 2 years.

less than 2 years 12%
3-5 years 22%
6-10 years 22%
11-20 years 22%
21+ years 22%
Physical Stores

Just under half of SMBs had one physical
store, and 40% had no stores at all.

40%

No physical store

47%
13% 1 physical
2 or more store

physical stores

Business Location

Respondents were split relatively evenly
across the capital (33%), large cities (29%),
mid-sized cities (15%), and small towns (23%).

Ottawa
- large cities
33%) 20%)
@ \\J mid-sized
small town \/ cities
Canada | 21



Top Pandemic-related Challenges Facing SMBs

Top four pandemic-related challenges facing surveyed SMBs in 2021-2022: Two of these challenges—disruption in supply chain and decrease in cash flow—

e disruption in supply chain (69%) were also reported as primary challenges in a similar survey from the prior year.

e difficulty attracting customers (68%)

e decreased in-person sales (66%) 2021 2022
* decreasein cash flow (58%) aDecrease in cash flow (86%) Disruption in supply chain (69%)
Women- and men-owned SMBs faced different challenges due to COVID-19. For g Disruption in supply chains (80%) Difficulty in attracting customers (68%)
example, fewer men reported that difficulty attracting customers and additional
costs to comply with COVID-19 were a challenge. However, this difference may 6 Increased need for logistics support (76%) Decreased in-person sales (66%)
ttributed t in ize rather than a gender- ific challenge as more :
Ee E? buted ,t(; 2:51 3e053 slze Ia erthanag d spec ccha ed%hlas Oth Increased need to offer new products Decrease in cash flow (58%)
us!nesse§ wi - employees We.re owned by women, an is was the and/or services (72%)
business size that also struggled most with these challenges.
Challenges Due to COVID-19
45%
35%
32% 9
30% -7 299 30%, 299 31% - 7324) 30%
21% 22% 9 23%
| I d i% | I 16%I li%
Decrease in Decrease in Disruption in the Difficulty in Increase in Increased Increased need Additional costs ~ Settingup and/or Increased need for
in-person sales cash flow supply chain attracting online sales demand for to offer new to ensure managing logistical support
customers home delivery productsand/or  compliance with e-payments
services COVID-19
restrictions/
regulations
I Very challenging Somewhat challenging | Not challenging

©2022 United Parcel Service of America, Inc. Supporting SMB Growth: Unlocking Opportunities through E-commerce | Canada | 22



E-commerce Trends

SMBs transitioned to e-commerce during the pandemic. The number of SMBs
selling online increased over the past two years. Prior to the COVID-19 pandemic,
50 percent of surveyed SMBs were selling online. Two years later, this has increased
to 67 percent.

Almost one in four SMBs closed a physical store since the onset of the COVID-19
pandemic. 23 percent closed at least one physical store since the pandemic
started. Women-owned businesses were more likely to close store; however, this
may be attributed to the fact that more women than men owned businesses with
between 101-300 employees, which was the business size that closed the greatest
number of physical stores.

SMBs in E-commerce Pre-Covid and 2022

67%

50%

SMBs selling
online

I Pre-COVID/2020

I 2022

©2022 United Parcel Service of America, Inc.

E-commerce—both domestically and internationally—was a priority for
business growth. \When asked to describe their business growth goals for the next
two years, SMBs overwhelmingly ranked growing domestic online sales as their top
priority. Relatively more SMBs ranked online international sales as a greater priority
over domestic in-person sales, demonstrating an interest in growing their presence
in export markets.

SMB Business Growth Goals for the Next Two Years

Domestic
online sales

International
online sales

Domestic

in-person sales 39% 14%

International
. 0
in-person sales 7% 9%

I 2nd Priority

3rd Priority

I 1st Priority

I 4th Priority
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SMBs reported mixed experiences with the challenges they faced for
e-commerce sales. SMBs reported the following as their top challenges to
e-commerce sales:

e online marketing and branding (62%)
¢ learning about and complying with digital laws and regulations (58%)
e cybersecurity and online safety (55%)

Supply chain disruption was the greatest challenge to SMB logistics, followed
by storage and management of inventory. However, for most categories, over 25
percent of SMBs reported these areas as not challenging. Overall, SMBs noted the
following as their top logistical challenges:

e supply chain disruptions (66%)
e storage and management of inventory (58%)
e management of online after-sales services (54%)

Challenges to SMB E-commerce Logistics

43%
30%
32%
I 28%
I 34%
28% 27%
23% 26%
“ 22% 22%
19%
I 11%
Supply chain Storage and Management of Product Provision of
disruptions management online after-sales packaging contactless
of inventory services and shipping delivery to
(e.g, returns) customers

I Very challenging . Somewhat challenging

Challenges to SMB E-commerce Sales

I Not challenging

30%
30% 43%
31% 53% 51% 31% 30%
34% 28% 36%
9 41%
32% 32%32% 32% 31%
28
26% i
22% - 22% 22%
18%
127 15%
0
11% 9%
Access to information  Access to Access to Compliance with Online Setup and Management of Recovering Cybersecurity ~ Learning about
about how to run reliable financing for business marketingand management of online sale the cost of and online and complying
an e-commerce internet upgrading to registration branding e-payments platforms e-commerce fees safety with digital laws

business

e-commerce

requirements

and regulations

I Very challenging . Somewhat challenging I Not challenging
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Over half of SMBs use their own online store to sell goods and services. Just
under half use a global online marketplace. These results are similar to the findings
from the 2021 survey, where 64 percent of SMBs used an online platform and 56
percent used their own web store.

Online Platforms Used for E-commerce

53%
47%
31%
20%
14%
|
My company’'s A global online Alocal or A partner Social media Other
online store marketplace regional company’s

(e.g,, Amazon, marketplace online platform
Big Commmerce, (e.g, Magento,
eBay, Etsy, Kijiji)
Shopify, Wix)

©2022 United Parcel Service of America, Inc.

Women-owned SMBs were less likely to experience harassment and
discrimination through e-commerce. When asked if they were less likely to
experience harassment and discrimination when conducting business online
than when conducting business in-person, 54 percent of women answered “yes”
compared to 23 percent of men. This was not statistically significant; however,
given the large gap, it is worth highlighting for future research.

Are you less likely to experience harassment and discrimination when
conducting business online than when conducting business in-person?

54%

46%

37%

23%

Women-owned businesses Men-owned businesses

| do not experience
Yes No harassmentand

| discrimination
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SMBs that sell online generally found government policies to be helpful

during 2021. They found the following policies and programs particularly helpful:

e access to reliable internet services and other digital infrastructure (61%)
e simplified e-commerce regulations, taxes, and fees (57%)
e access to business credit and access to e-commerce subsides (54%)

Still, it is worth mentioning that a notable minority reported that these policies
were either not helpful or not applicable. In addition, although not statistically
significant, men-owned SMBs were more likely to report that policies related to
business credit and subsidies for e-commerce were helpful.

Helpfulness of Government Policies to SMB E-commerce

35%

, 36%
I i% 32% 7i% 26% I
26% 27%

22%
0% 20%20%  20%

15%
i I I

Access to reliable

internet services

and other digital
infrastructure

23%
20%20%

Access to Simplification of
training about e-commerce business
e-commerce  regulations, taxes,

and fees
I Not helpful

Access to
subsidies for
e-commerce

Access to
business credit

Access to wage
subsidies

I Very helpful [ | Somewhat helpful

©2022 United Parcel Service of America, Inc.

SMBs ranked access to reliable internet services and other digital infrastructure
as their highest priority policy intervention. This finding is interesting as SMB
owners did not rank this a top challenge and it was ranked as a policy priority

by urban and rural populations alike. Their second priority policy intervention is
financing, including both access to business credit and subsidies for e-commerce.

SMB Policy Priorities to Support Expanding E-commerce

Access to reliable
internet services
and other digital

infrastructure

Access to 0
bUSiness CrEdit
Access to
subsidies for 8% 22%
e-commerce
Access to
training about 9% 8% (677
e-commerce
Navigating
e-commerce 9% 11% B8%
platforms
Simplification
of e-commerce
business regulations, 7% 22%
taxes, and fees

I 1st Priority

. 2nd Priority

45% o 11% 14% 15%

36% 11% 19% 4%

34% 27% 5%

26% 23% 23%

19% 14% 11% 28%

I 5th Priority I 6th Priority

3rd Priority 4th Priority
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Why Are Some SMBs Not Selling Online?

The barriers preventing SMBs from expanding into e-commerce are not entirely
clear. Of the 37 SMBs that are not currently selling online, more than half either
don't think e-commerce would be beneficial or don't know (46% and 16%,
respectively). When asked about potential constraints that prevent them from

selling online, most responded that these were either not constraining or not
applicable. For example, just over one-third (38%) reported that knowledge about
digital laws and regulations was a constraint. For every other listed area, less than
one-third indicated they were constraining.

Constraints to SMB Expansion to E-commerce

62%
43% 43% 43% 43%
41%
27%
32% 35% 35% 35% 29,
o 32%
11% 0% 30% 30%30% 24% 16%30
24% o0 27% o 9‘727% 1%
; o 24 0 N
14% 16" 6‘7 l
16% / I
I 14
8% % =
o 8
I 5% 5% I I 5% 5%
Access to Access to Access to Compl|ance Cybersecurity ~ Facilitation  Learningabout Management Online Recovering Set-up and
information about  reliable financing for  with business and online of logistics:  and complying of online sale marketing the cost of management
how to run an internet upgrading to registration safety packaging, with digital platforms and branding e-commerce of e-payments
e-commerce e-commerce  requirements storing inventory,  laws and fees
business shipping regulations
I Very constraining . Somewhat constraining I Not constraining I Not applicable
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Access to reliable internet and digital infrastructure is a top priority for SMBs
not currently selling online. Although more than 60 percent of SMBs that do not
sell online said that access to reliable internet and digital infrastructure was not a
barrier, they nonetheless ranked this as their top priority for policy intervention.

SMB Policy Intervention Priorities to Support Expanding into E-commerce

Access to reliable
internet services
and other digital

infrastructure

Access to
business credit

Access to subsidies
for e-commerce

Access to training
about e-commerce

Simplification of
e-commerce business
regulations, taxes,
and fees

o

I 1st Priority

-u-l%

35% 30% 19%
16% 27% 11%
24% 14% 27%

. 2nd Priority 3rd Priority

©2022 United Parcel Service of America, Inc.

19%

I 4th Priority

32%

I 5th Priority

Trends In Exporting

Almost half of surveyed SMB:s sell internationally via e-commerce. For many of
them, international online sales make up more than 50 percent of their total sales.
More than 70 percent export to other parts of North America; other common
destinations include East Asia and Pacific (38%) and Europe and Eurasia (33%).

SMBs are divided about whether e-commerce exports have gotten easier since
the start of the pandemic. 40 percent reported that exporting has gotten easier,
while 42 percent said it has not gotten easier. The remaining 17 percent of SMBs
did not export before the pandemic.

SMB E-commerce Export Destinations

71%

38%

33%
13% 13% 15% 13%

East Asia Europeand Middle East India and Southand  Sub-Saharan North America
and Pacific Eurasia and North South Asia Central Africa (Canada,
Africa America Mexico, USA)
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Top challenges to SMB e-commerce exports:

e protection of intellectual property rights (73%)

e access to information on international markets, trade compliance, and customs
requirements (71%)

¢ management of e-payments and taxes from international customers (71%)

e facilitation of shipping and trade logistics (71%)

Overall, SMBs ranked these following challenges to e-commerce exports mostly
the same across all areas.

Challenges to SMB E-commerce Exports

38% 46% 50% 38%
I I B I I
33%
29%
24% 23%

17%
10%

Facilitation of
shipping and
trade logistics

I Notapplicable

15%

10%

Navigation of
export taxes
and duties

10%
6%

6%

Protection of
intellectual
property rights

Management
of e-payments
and taxes from

international

customers

Access to information
on international
markets, trade
compliance, and
customs requirements

I Very challenging

Somewhat challenging l Not challenging

©2022 United Parcel Service of America, Inc.

Government policies and programs that provided access to information about
international trade and facilitated shipping and trade logistics have been most
helpful to SMBs. 31 percent of SMBs reported that policies in these areas were
“very” helpful,and another 31 percent reported they were “somewhat” helpful.

Helpfulness of Government Policies to SMB E-commerce Exports

31%

I 44%

31% 299
19%

I 12%I

Access to information  Management
on international of e-payments
markets, trade and taxes from

compliance, and international
customs requirements  customers

I Very helpful

40%

I 40%

25%

21%
I 17% 17%

Protection of

Navigation of

31%

31%

17%

Facilitation of

export taxes intellectual shipping and
and duties property rights trade logistics
Somewhat helpful l Not helpful

46%

17%19%

Government-
provided
trade advisors
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Access to information about international markers and trade was the highest
priority policy intervention. SMB owners overwhelmingly identified access

to information as the greatest priority and management of e-payments from
international customers as the second priority.

SMB Policy Intervention Priorities to Support E-commerce Exports

Access to information on
international markets,
trade compliance, and
customs requirements

Management of
e-payments and taxes
from international
customers

Navigation of export
taxes and duties

Protection of intellectual
property rights

Facilitation of shipping
and trade logistics

m:

27%
B

I 1st Priority

l 2nd Priority
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3rd Priority

I 4th Priority

I 5th Priority
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Sustainability

Over 75 percent of SMB owners say their business is ‘green.’ \When asked
about steps they're currently taking to incorporate environmentally-friendly
practices, about half of surveyed SMBs reported that their products are currently
environmentally-friendly. Less than 30 percent answered that the following were

environmentally-friendly:
e product packaging
* manufacturing

® shipping packaging
® transportation

When asked about future plans to incorporate environmentally sustainable practices
in their business, more than one-third of SMBs responded that they do not have
any plans to invest in making their business more ‘green’ in the next three years.

Current Practices vs. Future Plans for Environmental Sustainability

48%
2% 30%
28%
25%
18%
Products Product Packaging Shipping

Packaging

I Today (2022)

27%
23%
18%
13%
Manufacturing Transportation

Next 3 years

36%

24%

None of these

SMB Environmental Sustainability

6%
4% I don't know

Not at all \ Not applicable
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France:
Supporting SMB Growth:
Unlocking Recovery
through E-commerce

The survey identified the following key findings:

GNWN—

French SMBs have dramatically increased their online presence, with 84% of surveyed SMBs reporting
they began selling online during the pandemic. Since the start of the pandemic, 10 percent of SMBs
closed at least one store. The rapid uptake of e-commerce suggests that SMBs have been able to
successfully make the transition to e-commerce, at least domestically.

E-commerce is a priority for SMBs, but so are in-person sales. The majority of surveyed SMBs listed
domestic online sales as their top priority growth area for the coming two years, followed by in-person
sales. In addition, slightly fewer men-owners ranked domestic in-person sales as their first priority,
suggesting e-commerce is a greater priority for men-owners in the survey sample than women-owners.
For the small percentage of surveyed SMBs that are currently exporting, the experience varies. Nearly
equal numbers of exporting SMBs said that exporting has gotten easier since the start of the pandemic
as those that said it has not gotten easier. Overall, their responses emphasized that management of
international e-payments and taxes plus information about global trade and regulations are areas where
they need the most support to expand and sustain their export operations.

French businesses look to new avenues to drive sales, Business France, November 2020
Financing SMEs and Entrepreneurs 2020: AN OECD Scoreboard, OECD, 2020

French businesses look to new avenues to drive sales, Business France, November 2020
The eCommerce market in France, EcommerceDB, 2022

Best Place for MSME Ecommerce Index, eTrade Alliance


https://www.france24.com/en/france/20201125-as-they-reopen-with-fresh-restrictions-french-businesses-rely-on-new-avenues-to-drive-sales
https://www.oecd-ilibrary.org/sites/06c748ec-en/index.html?itemId=/content/component/06c748ec-en#:~:text=France%20has%20approximately%204%20million,for%2099.9%25%20of%20all%20enterprises
https://www.france24.com/en/france/20201125-as-they-reopen-with-fresh-restrictions-french-businesses-rely-on-new-avenues-to-drive-sales
https://ecommercedb.com/en/markets/fr/all#:~:text=The%20eCommerce%20market%20in%20France,rate%20of%2029%25%20in%202021
https://www.allianceforetradedevelopment.org/best-place-for-msmes-in-commerce

Policy Recommendations

Expand SMB Digitization Support: SMBs in France lack adequate
information about how to run an e-commerce business. The government
should expand SMB digitization programs to provide more comprehensive
information about processes, laws and regulations, support, and financial
incentives to help SMBs transition their businesses. Training programs,
workshops, and networking events can be held online. Ireland’s eiLearn
platform, which provides customized content to SMBs to facilitate more
accessible information exchange, provides a model.® While the Ministry

of Economy has launched a new platform and a partnership with UPS to
facilitate trade during the pandemic, these initiatives had limited scope and
need to be extended beyond the pandemic. They also need to be made
more visible to SMBs and growth-oriented entrepreneurs.

Strengthen Digital Infrastructure: SMBs identified the need for
trusted and reliable internet services, improved cybersecurity, and

ease in managing e-payments. Policies should prioritize investments

in digital infrastructure as well as a broad set of digital tools to address
SMB concerns regarding challenges with cybersecurity and managing
e-payments. The government can also develop a data governance
framework to protect SMBs from cybersecurity threats which limit trust.

6 Governments Encourage SMEs to Adopt New Technology, Yale School of Management, June 2020

Facilitate Trade: SMBs have identified the need for greater access to
international trade. While the Ministry of Economy and trade agencies at
a local level have programs to facilitate and promote international trade,
there are still customs and tax challenges accentuated by Brexit. More
should be done to streamline customs and taxes to support SMB trade.

Boost Financing for SMBs: Better access to financing for very small

firms has been a focus for the French government since 2016 and online
development loans have addressed investment financing needs of

small e-commerce firms. Bank financing is the main source of funding

for French SMBs compared to other forms of debt. Still, there is a need to
scale up business credit offerings, whether through increasing the volume
of financing available or encouraging more small businesses to take
advantage of existing programs through awareness-raising initiatives.



https://som.yale.edu/blog/governments-encourage-smes-to-adopt-new-technology

Business Characteristics of Surveyed SMBs

Business Size

The majority of SMBs employed
10 people or less.

Business Owner Gender

43% of surveyed SMBs were
women-owned business.*

43% 54%
Women
I 28%
56% 15%
Men — I
—— lam 1-10 11-50  51-100
theonly people people people
employee

Top 5 Sectors

The most common sector in which SMBs work
was food and drink.

115 SMBs

Food & Drink 15%
Gifts and Collectibles 13%
Fashion and Clothing 12%
Beauty, Personal
Care & Cosmetics 1% . ’
Sports and Leisure 9% in France

B2B or B2C

SMBs engaged in

online sales

91% of SMBs sold online, and 90% of these sold directly to consumers.
businesses sold products online that needed
to be packaged and shipped. 1%

Oth
91% 9% N 96%

B2C

Of the SMBs currently engaged in
e-commerce, the overwhelming majority

p 3% —_—
Didn'tse B2B

*1 percent of SMBs said they weren't sure if the business was a women-owned business.

©2022 United Parcel Service of America, Inc.

Business Age

More than half of the surveyed SMBs started
their business within the last five years.

less than 2 years 18%
3-5years 38%
6-10 years 32%
11-20 years 11%

21+ vyears | 1%

Physical Stores

75% of SMBs had at least one physical store,
and men were more likely to have 1 store
while women were more likely to have none.

25%
No pﬁysical store 68%
1 physical
7% store
2 ormore
physical stores
Business Location

43% of SMBs have their primary business
location in @ mid-sized city. 9% were in Paris
and 28% were in another major city. 20%
were in a small town or rural area.

mid-sized city major gcirt]gr%g?irs
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Top pandemic-related challenges facing SMBs
Top four pandemic-related challenges facing SMBs in 2021-2022:
GDecreased in-person sales (82%)

alncreased need for logistics support (75%)

alncreased demand for home delivery (74%)

alncreased need to offer new products and services (73%)

Challenges Due to COVID-19

28% 29% 29%
23% 22%27% 23% 25% 219, 26%25% 23% R » 299,23%
20% 19% 20%21% 4
I15% I I I I I I | I
Decrease in Decrease in Disruption in the Difficulty in Increase in Increased Increased need  Additional costs ~ Settingup and/or Increased need for
in-person sales cash flow supply chain attracting online sales demand for to offer new to ensure managing logistical support
customers home delivery products and/or  compliance with e- payments
services COVID-19
restrictions/
regulations
I Very challenging Somewhat challenging I Not challenging

©2022 United Parcel Service of America, Inc. Supporting SMB Growth: Unlocking Opportunities through E-commerce | France | 35



E-commerce Trends Expanding e-commerce sales domestically was the top priority for business
growth. When asked to describe their business growth goals for the next two
years, SMBs prioritized growth in their domestic online sales, followed by domestic
in-person sales. Only 11 percent claimed that growing international online sales

The number of SMBs that were selling online has increased significantly since
the start of COVID-19, especially for men-owned SMBs. Prior to the pandemic, 71

percent of women-owned SMBs and 35 percent of men-owned SMBs were selling was their first priority.

goods or services online. This gap between men and women was significant. But

since the onset of the pandemic, there has been a dramatic jump in the surveyed However, when disaggregated by gender, the data show that women-owned SMBs
SMBs that upgraded to online sales, closing the gap between men-and women- are more interested in international online sales than men-owned SMBs, with 40
owned SMBs. percent of women ranking it as either their first or second priority, compared to

only 22 percent of men. Men-owned SMBs prioritize domestic in-person sales

Very few SMBs permanently closed physical stores during the COVID-19 (41%) nearly as much as they prioritize domestic online sales (47%).

pandemic. Even as nearly all SMBs moved to online sales during the pandemic,
very few closed in-person stores in the process. Only 6 percent closed one store

location and 3.5 percent closed two or more locations. SMB Business Growth Goals for the Next Two Years

2%

. . W n-owned 0 i

online sales

929% 929% e 47%

Women-owned
businesses 24% 29% 40% 7%

Women-owned -
businesses 27% 51% 9%
International

online sales
Merounes 129
Women-owned -
businesses ﬁ "J% % 80%
International
2%

Domestic
in-person sales
Men-owned
businesses

71%

35%

Men-owned
businesses

in-person sales

I 1st Priority 2nd Priority . 3rd Priority I 4th Priority

Women-owned businesses Men-owned businesses

I Pre-COVID I Year 2022
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Challenges to SMB E-commerce Logistics
Major challenges to e-commerce sales include information about managing
e-commerce business, compliance with digital laws, cybersecurity, and
management of online sales platforms. Nearly 85 percent said that access to
information about how to run an e-commerce business was either “very” or
“somewhat” challenging. Women-owned SMBs appear to be particularly struggling
with online marketing and branding; they were significantly more likely to rank
marketing as “very” challenging (38% of women compared to 20% of men) and
men were more likely to answer that online marketing was not challenging (13% of
women compared to 32% of men).

e L w ” . . . 26%

SMBs ranked few Iog.lstlcal areas as being .very challengln.g..But vyhen including 23% 929% 22% 9194

“somewhat” challenging, the most challenging aspect of logistics this past year 18%

was product packaging and shipping (77%). Over 70 percent of SMBs indicated all

challenges are “very” or “somewhat” challenging.
Storage and Supply chain Product Provision of Management of
management disruptions packaging contactless online after-sales
of inventory and shipping delivery to services

customers (e.g., returns)
I Very challenging Somewhat challenging I Not challenging

Challenges to SMB E-commerce Sales

B 30%
0
29% 28% 29% —28% 26% 26% 25%
24% 25% 22% 1
19% 18% 19%
17 o 9
” i I I I I% I i i
Access to information  Access to Access to Compliance with Online Setup and Management of Recovering Cybersecurity  Learning about
about how to run reliable financing for business marketingand  management of online sale the cost of and online and complying
an e-commerce internet upgrading to registration branding e-payments platforms e-commerce fees safety with digital laws
business e-commerce requirements and regulations
I Very challenging Somewhat challenging I Not challenging
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Most SMBs are selling via social media or their own online store. Two-thirds of SMBs who sell online generally found government policies to be helpful during
SMBs use their company’s online store and nearly 60 percent use social media. 2021. Less than one-third of SMBs reported that government policies were “very”
About one-third use a global online marketplace like Amazon, Big Commerce, helpful in supporting their e-commerce businesses, although significantly more
or Etsy. Women were significantly more likely to be selling on a global online answered that they were “somewhat” helpful.

marketplace than men (49% versus 20%, respectively).

29 percent of women-owned SMBs answered that they are less likely to

experience harassment and discrimination when conducting business online. Helpfulness of Government Policies to SMB E-commerce
This was significantly higher than men-owned SMBs. Still, an even greater number

of both women-and men-owned SMBs answered that online sales does not

reduce experiences of harassment or that they don't experience harassment and

discrimination at all.

Are you less likely to experience harassment and discrimination when
conducting business online than when conducting business in-person?

49%
2
iy 26%
22% 23% 25% 19
36% 7%

16% 16% 17% 16%

- I I I
10% Access to reliable Access to Access to Access to Simplification of

© internet services business credit subsidies for training about e-commerce business
and other digital e-commerce e-commerce regulations, taxes,
2% 2% infrastructure and fees
I I
Women-owned businesses Men-owned businesses I Very helpful Somewhat helpful I Not helpful

I do not experience harassment s
I Yes | No I and discrimination I don'tknow
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SMB owners who sell online ranked access to trusted internet services the There were few gender differences, except for access to business credit.
highest priority policy intervention. Their next highest priority interventions 39 percent of men SMB owners ranked access to business credit as their
were for greater access to business credit and e-commerce subsidies. first priority, compared to only 20 percent of women.

Access to reliable internet
services and other digital
infrastructure

Access to
business credit

Access to subsidies for
e-commerce

Access to training
about e-commerce

Simplification of
e-commerce business
regulations, taxes, and fees

©2022 United Parcel Service of America, Inc.

SMB Policy Priorities to Support Expanding E-commerce

33% 19% 11% 11%

30% 27% 18% 8%

11% 28%

14%

16%

=]
5

1st Priority 2nd Priority I 3rd Priority l 4th Priority I 5th Priority
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Why Are SMBs Not Selling Online?

Of the 10 percent of surveyed SMBs that were not currently selling online, The top two policy intervention priorities for SMBs not currently selling online
exactly half think that e-commerce would be beneficial to their business. were access to reliable internet services and digital infrastructure (90%) and
access to business credit (80%). Access to e-commerce grants, training, and
simplification of regulations, taxes, and fees was a top priority for less than 30
percent of respondents.

Overall, these SMBs described few areas as being “very” constraining. 20 percent
said that access to information about how to run an e-commerce was “very”
constraining, another 60 percent reported it was “somewhat” constraining, and 10
percent reported that cybersecurity is “very” constraining. Otherwise, they reported
none of the other possible constraints as being “very” constraining. For several
areas, about 20 percent reported they were not sure.

Constraints to SMB Expansion to E-commerce

40% 40%
30% 30% 30% 30% 30% 30% 30% 30%
20%  20% 20% 20% 20% 20% 20%
10% 10% 10%
0% 0% 0% 0% Il 0% 0% I 0% 0% 0% 0% I 0% 0% I 0%
Access to Access to Access to Compliance  Cybersecurity Facilitation of Learningabout Management Online Recovering Set-up and
information about  reliable financing for  with business and online logistics: and complying of online sale marketing the cost of management

how to runan internet upgrading to registration safety packaging, with digital platforms and branding e-commerce of e-payments
e-commerce e-commerce  requirements storinginventory, lawsand fees

business shipping regulations

I Very constraining Somewhat constraining I Not constraining I Notapplicable
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Trends in Exporting

Only 20 percent of all surveyed SMBs are engaged in e-commerce exports.

Women-owned SMBs are more likely to sell internationally than men-owned SMBs.

For SMBs currently exporting, international online sales make up an average of 36
percent of total sales. The large majority of these SMBs (83%) export to other parts
of Europe and Eurasia.

Top three challenges to SMB e-commerce exports:

* management of e-payments and taxes from international customers (96%)

e access to information on international markets, trade compliance, and customs
requirements (96%)

o facilitation of shipping and trade logistics (86%)

In general, SMBs found e-commerce exports to be challenging—more than
three-quarters of SMBs ranked all five export challenges as “very” or “somewhat”
challenging.

Challenges to SMB E-commerce Exports

35%
30%
22%
17%
= B 1l 1§
|| || 0%

Access to information Management Navigation of Protection of Facilitation of

oninternational of e-payments export taxes intellectual shipping and
markets, trade and taxes from and duties property rights trade logistics
compliance, and international
customs requirements  customers
I Very challenging Somewhat challenging I Not challenging
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For some SMBs, exporting has gotten easier since the start of COVID-19. About
39 percent of SMBs that sell internationally said that e-commerce exporting has
gotten easier since the start of the pandemic. Even more—48 percent—said that it
has not. And another 13 percent were not exporting prior to the pandemic.

SMBs indicated that government policies to support e-commerce exports were
generally helpful. More than 90 percent reported that policies and programs that
support access to information on international markets and navigation of export
taxes were either “very” or “somewhat” helpful.

Helpfulness of Government Policies to SMB E-commerce Exports

48%

o= 36%

30% 30%

13%
9% 9% 9% 9%

Access to information Management Navigation of Protection of Facilitation of

on international of e-payments export taxes intellectual shipping and
markets, trade and taxes from and duties property rights trade logistics
compliance, and international
customs requirements  customers
I Very helpful Somewhat helpful I Not helpful
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Access to information about international trade and management of
international e-payments and taxes were the top two priority policy
interventions. These results are not surprising as SMBs also ranked these areas as
their greatest challenges to e-commerce exports.

SMB Policy Intervention Priorities to Support E-commerce Exports

Access to information on

international markets, 35% 399 9% 9% = 9%

trade compliance, and
customs requirements

Management of
e-payments and taxes ¢ =0/
from international 35% ~07C 1770 17% 4%
customers

Navigation of export
taxes and duties 22%

Facilitation of shipping ) 13% 22% 48%

and trade logistics
] j‘)!é

l 1st Priority 3rd Priority I 4th Priority I 5th Priority

0%

Protection of intellectual
property rights
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Sustainability

Environmental sustainbility is a priority for SMBs. \While 13 percent of surveyed
SMBs said that they consider their business to be “very green,” a much larger
number—64 percent—said their business was at least “somewhat green.” More
men-owned SMBs than women-owned SMBs indicated that their business is
‘green’. Of all the surveyed SMBs, most (63%) asserted that their product packaging
is environmentally sustainable, and that was also the area in which they planned to
take the most action in the future to increase their sustainability.

Current Practices vs. Future Plans for Environmental Sustainability

63%
47%
37%
32%
30%
Products Product Packaging Shipping

Packaging

I Today (2022)

30%
28%
21%
1 (v
13% 5%
11%
Manufacturing Transportation None of these
Next 3 years
| Y

SMB Environmental Sustainability

3%

I don't know

Not applicable
2% 13%
Not atall Very

S
L
™ dove

- VL

France



India:

Supporting SMB Growth:

Unlocking Recovery
through E-commerce

India may be ranked 40th on the e-Trade Alliance’s “Best Place for MSME Ecommerce” index, but it is also
among the countries that have made the biggest gains in the adoption of e-commerce policies.! In the last
four years, India has made impressive investments in policies that support digital infrastructure, financing,
and export promotion.? Although e-commerce growth in the country declined sharply in the early stages of
the pandemic,® and e-commerce makes up only 7.8 percent of total retail sales, India is nonetheless slated
to be the second fastest growing e-commerce economy in the Asia-Pacific region.* This is a promising
environment for the more than 30 million small and medium businesses (SMBs) in India, which employ
more than 60 million people and are responsible for 40 percent of the country’s exports.®

UPS, in partnership with Nathan Associates and India SME Forum, surveyed 104 SMBs in India to better
understand the challenges they are facing and the ways in which the flourishing e-commerce market can
help them grow and adapt to the rapidly changing global economy. In addition to assessing general trends
for how SMBs are engaging with e-commerce domestically and internationally, the survey also sought to
identify the relative experiences of women-owned SMBs compared to men-owned SMBs and general SMB
perspectives around sustainability.

The survey identified the following key findings:

e E-commerce is a priority for SMBs. SMBs ranked domestic online sales as their top priority for business
growth over the next two years. Most SMBs that are not currently selling online see the benefits of doing
so, indicating an opportunity to support SMBs to scale-up their e-commerce presence. However, decreased
in-person sales was ranked as a top ongoing challenge from COVID-19, indicating that in-person sales are
still a focus for SMBs.

Supply chain disruptions, information about e-commerce management, and compliance with digital
laws and regulations are major challenges for SMBs. In addition, more than half are still struggling with
reliable internet and the majority ranked this area as their first or second priority for government policy
support. The second most common policy intervention priority was access to business credit.

Exporting has gotten easier for SMBs since the onset of the COVID-19 pandemic, according to more than
70 percent of the SMBs that currently export. The majority ranked access to information about international
trade, markets, and customs requirements as their top priority for e-commerce export policy interventions.

There is a large digital gender divide in India,® but it is not clear how it is affecting SMBs in e-commerce.
Although men-and women-owned SMBs sold online at similar rates, more women-owned SMBs were exporting
via e-commerce. One potential gendered policy implication worth investigating is the greater preference of
women-owned SMBs for trainings programs, and the greater preference of men-owned SMBs for financial support.

Best Place for MSME Ecommerce Index, eTrade Alliance

Expanding MSME Ecommerce in Developing Countries: Digital Ecommerce Policy Index and Path Forward (p.18), eTrade Alliance, September 2021
E-Commerce In India Set To Reach $120 Billion In 2025, Says Report, Forbes, July 2021

Ecommerce in India: Booming growth and low market penetration mean big potential, eMarketer, February 2022

Definition of Indian SMEs, Europe-India SME Business Council

Internet & the big Indian gender divide, Tribune India, March 2019



https://www.allianceforetradedevelopment.org/best-place-for-msmes-in-commerce
https://www.allianceforetradedevelopment.org/_files/ugd/478c1a_2e097b6fd7e24c5786ddaacf15353fc5.pdf
https://www.forbes.com/sites/kevinrozario/2021/07/13/e-commerce-in-india-set-to-reach-120-billion-in-2025-says-report/?sh=6c46fd314611
https://www.emarketer.com/content/ecommerce-india-booming-growth-low-market-penetration-mean-big-potential
http://www.eisbc.org/Definition_of_Indian_SMEs.aspx#:~:text=SME%20sector%20of%20India%20is,the%20Indian%20and%20international%20markets.
https://www.tribuneindia.com/news/archive/features/internet-the-big-indian-gender-divide-737100

Policy Recommendations

Expand SMB Access to Information About E-commerce: A significant

l!!l number of SMBs indicated that they need support setting up their
e-commerce businesses. Government-sponsored trainings and resources
could support more access to information about setting up and running
e-commerce businesses, complying with digital laws and regulations, and
international trade.

supply chain disruptions post-COVID. Nearly 9 out of 10 SMBs reported
supply chain disruptions as a challenge for their business, with more

than 45 percent of respondents describing such disruptions as “very
challenging” for e-commerce logistics—the highest of any of the possible
responses. While ensuring robust supply chains is a complex challenge,
ongoing government initiatives around supply chain resilience offer a way
forward. Further support should also include attention to supply chain
resiliency in future bilateral free trade agreements as well as multilateral
cooperation through venues like the Quadrilateral Dialogue working group
on resilient supply chains.

@ Support Supply Chain Resilience: Indian SMBs are still struggling with

reliable and secure internet services and other digital infrastructure. In

@ Strengthen Digital Infrastructure: SMBs flagged the need for access to
addition to expanding ongoing government initiatives around internet

access in India's rural regions, this suggests significant potential for
investment in a broader set of digital tools to address SMB concerns
regarding challenges managing e-payments, inventory, returns, and
contactless delivery. The government can also develop a data governance
framework to protect SMBs from cybersecurity threats which limit trust.

Simplify E-commerce Rules and Regulations: SMBs indicated that
simplification of e-commerce business regulations, taxes, and fees would
be helpful. 26 percent of SMBs not currently engaged in e-commerce
identified such simplification as the government intervention with the
greatest potential. Ease of doing business improvements in this domain
would also help address the access to information issue, insofar as easier-
to-understand regulations and procedures would likely require less
external assistance to navigate.

Boost Financing: Access to finance was identified as a barrier by SMBs. The
government should scale-up existing government financed business credit
offerings, whether through increasing the volume of financing available or
encouraging more small businesses to take advantage of existing programs
through awareness-raising initiatives.




Business Characteristics of Surveyed SMBs

Business Owner Gender

50% of surveyed SMBs were
women-owned business.*

50%
Women
47%
Men
Top 5 Sectors

The most common sector in which SMBs
work was manufacturing.

Manufacturing

Food and Drink 25%
Professional Services 17%
Fashion and Apparel 15%
Computer Software, 14%

Apps, Digital Content

SMBs engaged in

online sales

More than two-thirds of SMBs sold online, and
79% of these businesses sold products online
that needed to be packaged and shipped.

67% 33%
o

old online !

Didn’t sell online

Business Size

The majority of SMBs employed
10 people or less.

39%

12% 2% 17%

10%

lam 1-10 11-50  51-100 101-300
theonly people people people people
employee

104 SMBs

in India

B2B or B2C

Of the SMBs currently engaged in
e-commerce, the majority sold directly
to customers.

3%

Other

63%
34% ‘ —=
B2B

*3 percent of SMBs said they weren't sure if the business was a women-owned business

Business Age

Over half of SMBs started their
business within the last five years.

less than 2 years 14%
3-5 years
6-10 years
11-20 years

21+ years

39%

Physical Stores

More than 80% of SMBs had a physical store.

19%

No physical store

45%
36% 1 physical
2 or more store
phyS|ca| stores

Business Location

Most SMBs (63%) were located in either New
Delhi or another large city. 37% were based
in @ mid-sized city, small town, or rural area.

mid-sized city,
small town, or
rural area
37%

New Delhi
or Iarge city

India



Top Pandemic-related Challenges Facing SMBs

Top four pandemic-related challenges facing surveyed SMBs in 2021-2022: Decreased in-person sales and disruption in supply chain were reported as a top

o decrease in cash flow (93%) challenge in a similar survey from the prior year.

¢ decreased in-person sales (90%) 2021 2022
e difficulty attracting customers (89%)

e disruption in supply chain (88%) Additional costs related to COVID-19 Decrease in cash flow (93%)

restrictions and compliance (91%)

aDecreased in-person sales (88%) ") Decreased in-person sales (90%)
abisruption in supply chain (85%) Difficulty attracting customers (89%)
0 Increased need for logistical support (84%) Disruption in supply chain (88%)

There were some notable gender differences in the challenges reported by women-owned SMBs compared to men-owned SMBs. Supply chain disruptions and increases
in online sales appear to be slightly more of a challenge for men-owned businesses, whereas women-owned businesses reported the costs of ensuring compliance with
COVID-19 restrictions as “very” challenging more frequently than men. However, men-owned SMBs said it was “somewhat challenging” more frequently than women-

owned SMBs.
Challenges Due to COVID-19
pe
34% o 159, 35%
39% 37%
36%
38% 38%
38%
57% 55% 55%
50% 49%
45% 46%
34% 34%
27% 25%
18%
8% 14% 13%
10% 10% 8%
- — - - - | - | -
Decrease in Decrease in Disruptionin Difficulty Increase in Increased Increased need  Additional costs to Settingup Increased need for
in-person sales cash flow supply chain attracting online sales demand for to offer new ensure compliance and/or managing logistics support
customers home delivery products and/or with COVID-19 e-payments (e.g., packaging,
services restrictions/ delivery options,
regulations storing inventory, etc.)

I Very challenging . Somewhat challenging . Not challenging
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E-commerce Trends Nearly half of SMBs closed physical stores since the onset of the COVID-19
pandemic. 44 percent of surveyed SMBs reported closing one or more physical

The number of SMBs selling online has increased over the past two years. Prior stores.
to the COVID-19 pandemic, 54 percent of surveyed SMBs were selling online. Two
years later, this increased to 67 percent. Men-owned SMBs represented a large Expanding e-commerce sales domestically was the top priority for business

portion of this increase in online sales.” A greater percentage of women-owned SMBs ~ growth. When asked to describe their business growth goals for the next two

than men-owned SMBs were selling online both prior to the pandemicandin 2022.  years, SMBs overwhelmingly indicated a desire to grow their domestic online sales.
SMBs were equally interested in growing their e-commerce exports as they were in
expanding in-person sales within the country.

There were some slight gender differences in responses, although they were not
statistically significant. More women-owned SMBs ranked international online
74% 77% sales as their first priority than men-owned SMBs, whereas more

men-owned SMBs ranked domestic online sales as their first priority.

SMBs in E-commerce Pre-Covid and 2022

64%

SMB Business Growth Goals for the Next Two Years

Domestic 07 10
e T
Domestic 07 ZQ0
B I i 1
Women-owned businesses Men-owned businesses
International i
Pre-COVID Year 2022 33%
I l e i i

International

in-person sales 13% §6% 14%

47%

67%

I 1st Priority I 2nd Priority I 3rd Priority I 4th Priority

7 The gap in men and women selling online pre-COVID-19 was statistically significant, but the gap lessened in 2022 and is no longer statistically significant.
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SMBs in India need additional information and support to help address Access to reliable internet was the factor that most SMBs reported to be “not
challenges with e-commerce sales. They ranked the following challenges to their challenging.” However, more than half (56%) of SMBs also indicated that this was
e-commerce sales most frequently: either “very” or “somewhat” challenging. Given the necessity of internet access to

e |earning about and complying with digital laws and regulations (83%) e-commerce, this percentage is still notable.

e access to information about how to run an e-commerce business (80%)
e management of online sale platforms (80%)

Challenges to SMB E-commerce Sales

43%
41% 47% 51% 33%
0 (v
. 33% 46%
46%
37%
29%
46%
41%
39% 39% 40%
30% 29930% 299 30%
©
27% 26% o
23% 21%
17%
14% 16% 14% 14%
I I I ]
Access to information  Access to Access to Compliance with Online Setup and Management of Recovering Cybersecurity  Learning about
about how to run reliable financing for business marketingand management of online sale the cost of and online and complying
an e-commerce internet upgrading to registration branding e-payments platforms e-commerce fees safety with digital laws
business e-commerce requirements and regulations
I Very challenging l Somewhat challenging . Not challenging

Advertising about my e-commerce business might be
something [that helps expand] my business more.
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E-commerce logistics are also a significant challenge for SMBs. Nearly nine Both women- and men-owned SMBs reported that they were less likely to
out of ten SMBs that are currently selling online reported that supply chain experience harassment and discrimination when conducting business online.
disruptions were a challenge for their e-commerce business. Product packaging Although not statistically significant, this was more frequently reported by women

and shipping was also a significant challenge, followed by management of online than men (57% versus 39%, respectively).
after-sales services.

Are you less likely to experience harassment and discrimination when

SMBs used a variety of platforms for online sales. International and local . . . . . . 5
conducting business online than when conducting business in-person?

platforms were used by 44 percent of SMBs selling online. Over 40 percent of

SMBs also used social media platforms for online sales, and over one-third used 57%
their own online store. Despite the large digital gender gap in India? there were no
significant gender differences in the use of online platforms for e-commerce. While
not statistically significant, somewhat more men-owned SMBs used social media 39% 39%
than women-owned SMBs.
27%
23%
Challenges to SMB E-commerce Logistics
40% 11%
47% . l
409
40% o
43% Women-owned businesses Men-owned businesses
| do not experience
Yes No harassmentand
I I . discrimination
47%
33%
30% 30% 1
24% 939, 23%
19%
14%
9%
d HE EE EN HE
Storage and Supply chain Product Provision of Management of
management disruptions packaging contactless online after-sales
of inventory and shipping delivery to services
customers (e.g., returns)
I Very challenging . Somewhat challenging | Not challenging

8 Internet & the big Indian gender divide, Tribune India, March 2019
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SMBs that sell online generally found government policies to be helpful during SMBs ranked access to trusted internet services the highest priority policy
2021. They found the following policies and programs particularly helpful: intervention. Their next highest priority intervention was for greater access to
business credit. Access to training was most consistently ranked as a lower priority
policy intervention. However, when comparing men-and women-owned SMBs,
the data shows some differences. For example, women SMB owners ranked
training programs higher than men SMB owners, whereas men ranked access to

e access to trusted internet services and other digital infrastructure (81%)
e simplified e-commerce regulations, taxes, and fees (76%)
e access to training about e-commerce (73%)

In general, women-owned SMBs found these policies more helpful than finance and business credit as a higher priority than women. These differences
men-owned SMBs did. For all areas, more men-owned SMBs reported that these were not statistically significant, but they do suggest further research is needed to
policies were “not helpful” or “not applicable” than women-owned SMBs. determine if there are gendered differences and, if so, what the implications are for

barriers and targeting policy support.

Helpfulness of Government Policies to SMB E-commerce SMB Policy Priorities to Support Expanding E-commerce

37%
. 36% Actcess t;) reliqble
e and other dgita 37% 17% 1% 23% 1%
33% 33% infrastructure

44%
40%
34% 34%
Simplificati f
29% " commerce 20% 16% 19% 19% 27%
business regulations, < 2 197 4 e
taxes, and fees
16% 16% 16%
11%
9%
Access to training o7 =Q 07
. . about e-commerce 11% 16% 17% 23% 33%
Access to reliable Access to Access to Access to Simplification of
internet services business credit subsidies for training about e-commerce business
and other digital e-commerce e-commerce regulations, taxes,

infrastructure and fees
Access to subsidies 07 230
for e-commerce 7% 26% 33% 20% 14%
I Very helpful l Somewhat helpful l Not helpful

I 1st Priority I 2nd Priority 3rd Priority I 4th Priority I 5th Priority
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Why Are Some SMBs Not Selling Online?

SMBs that are not currently selling online do see the benefits of e-commerce.
33 percent of surveyed SMBs were not currently selling online. Of these,
a large majority (76%) believed that e-commerce would be beneficial to

their business.

Top four constraints to SMB expansion to e-commerce:

e cybersecurity and online safety (76%)

® setup and management of e-payments (76%)

e recovering the cost of e-commerce fees (74%)

e Access to financing for upgrading to e-commerce (74%)

Nearly two-thirds of respondents found access to reliable internet as “very” or

“somewhat” challenging.

Constraints to SMB Expansion to E-commerce
26% 26%
38% 21%
26% 26% 21%
29% 21%
29%
32%
53%
50% 50% 50%
47%
44% 44%
38%
35% 35%
29%
24%
18%
15% 15% 15%
12% 12% 12%
I 6% I 6% 6%
- n BN BE » 0L BN HE EO
Access to Access to Access to Compliance  Cybersecurity  Facilitation  Learningabout Management Online Recovering Set-up and
information about  reliable financing for  with business and online of logistics:  and complying of online sale marketing the cost of management
how to run an internet upgrading to registration safety packaging, with digital platforms and branding  e-commerce of e-payments
e-commerce e-commerce  requirements storinginventory, lawsand fees
business shipping regulations

I Very constraining . Somewhat constraining . Not constraining
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Access to trusted internet and business credit are top priorities for SMBs who
want to expand to online sales. This suggests that SMB owners feel they do not
have a strong foundation of access to internet and financial capacity to shift to
online sales. In addition, approximately the same percentage of SMBs also ranked
simplification of e-commerce as a top priority.

SMB Policy Intervention Priorities to Support Expanding into E-commerce

Access to reliable
internet services 90
and other digital 29% 24% ) 12% 24%
infrastructure
Access to o7
bUSiness CrEdit
Simplification of
e-commerce =0, "
business regulations, 26% 15% 15% 24% 21%
taxes, and fees
32% 12% 29%
217 41% 12%

Access to
subsidies for
e-commerce

9%
9%

Access to
training about
e-commerce

I 1st Priority I 2nd Priority

9 11 percent of SMBs were not exporting prior to the pandemic.

©2022 United Parcel Service of America, Inc.

21% 12% 15%

Trends in Exporting

Half of the surveyed SMBs are selling internationally, with significantly more
women-owned SMBs (62%) exporting than men-owned SMBs (35%). Online
international sales made up an average of 45 percent of total business sales with
no notable gender differences. Most SMBs exported to other countries in South
Asia (71%), followed by North America (31%) and East Asia and the Pacific (31%).

Exporting has gotten easier for SMBs. 74 percent of SMBs engaged in e-commerce
exports reported that exporting has gotten easier since the start of the COVID-19
pandemic with no notable gender differences.’ This may be an opportunity to
educate SMB owners who are not currently exporting by informing them that the
conditions for export are becoming easier.

SMB E-commerce Export Destinations
71%

31% 31%

26%
23%
0 (4
I - -

East Asia Europeand  Middle East India and Southand  Sub-Saharan North America Other
and Pacific Eurasia and North South Asia Central Africa (Canada,
Africa America Mexico, USA)
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Top three challenges to SMB e-commerce exports: Government policies and programs were generally helpful for SMB e-commerce
® access to information on international markets, trade compliance, and customs exports. More than 80 percent of exporting SMBs found that each of the below
requirements (89%) policy areas were either “very” or “somewhat” helpful during the past year. Access
« facilitation of shipping and trade logistics (86%) to information on international markets and facilitation of shipping and trade
« navigation of export taxes and duties (80%) logistics were both the most challenging constraints for SMBs as well as the most
helpful areas of government policy, indicating that continued supportin these
However, the survey showed that SMBs in India face many challenges to exporting. areas would be helpful.

Overall, over 75 percent of SMBs currently exporting ranked all five challenges as

very” or “'somewhat” challenging. Helpfulness of Government Policies to SMB E-commerce Exports

43% 37%
40%
o
Challenges to SMB E-commerce Exports 37% 40%
34%
40%
34%
26% 31%
54%
49% 49%
43% 43%
54%
51%
46% 46% 46%
17%
9
23% % 6% i 6%
20%
17% [ | | | [ |
9% 9% Access to information Management Navigation of Protection of Facilitation of
° ° oninternational of e-payments export taxes intellectual shipping and
markets, trade and taxes from and duties property rights trade logistics
[ | ] compliance, and international
customs requirements  customers
Access to information Management Navigation of Protection of Facilitation of
on international of e-payments export taxes intellectual shipping and .
markets, trade and taxes from and duties property rights trade logistics I Very helpful Somewhat helpful [ | Not helpful
compliance, and international
customs requirements  customers
I Very challenging . Somewhat challenging . Not challenging
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Access to information about international markets and trade was the

highest priority policy intervention. SMBs overwhelmingly identified access to
information as their highest priority. While shipping and trade logistics was a top
challenge to SMB e-commerce exports and among the most helpful government
policies, this was actually their lowest ranked policy priority. Their second priority
for policy intervention is around management of e-payments and taxes from
international customers.

SMB Policy Intervention Priorities to Support E-commerce Exports

Access to information on

international markets, 07
trade compliance, and 43% 20%

customs requirements

1% 9%

-
S|

Management of
e-payments and taxes
from international
customers

2670 9%

Navigation of export
taxes and duties

Facilitation of shipping
and trade logistics

Protection of
intellectual 26% 11%
property rights

I 1st Priority I 2nd Priority 3rd Priority I 4th Priority I 5th Priority
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Sustainability

Environmental sustainbility is a priority for SMBs. An overwhelming majority
(89%) of the surveyed SMB owners reported their business as being ‘green’ or
environmentally-friendly. Moreover, between 40 and 60 percent of SMBs have
plans to incorporate more environmentally sustainable practices either in their
products, packaging, shipping, or manufacturing. Transportation is the area that

appears to have the least amount of investment in environmental sustainability.

Current Practices vs. Future Plans for Environmental Sustainability

63% 63%
58%|
489 49%
46% 47%48% 46%
35%
31%
9%
Products Product Packaging Shipping Manufacturing Transportation None of these
Packaging

I Today (2022) l Next 3 years
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SMB Environmental Sustainability

1%
07 | don t know

Not atall

60%

Very
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Indonesia:

Supporting SMB Growth:

Unlocking Recovery
through E-commerce

Indonesia is the ninth largest market in the world for e-commerce, with e-commerce revenue from
consumers in Indonesia reaching US$43 billion in 2021.* While Indonesia may be ranked 59th on

the eTrade Alliance’s “Best Place for MSME Ecommerce” index,? the country has been applauded for
“outperforming their peers” in the adoption of policies conductive to e-commerce.? For small and medium
businesses (SMBs), e-commerce has been essential to their resilience during COVID-19.# A survey by the
World Economic Forum found that 80 percent of digital merchants were able to keep their business open
throughout 2020, compared to only 40 percent of offline businesses.> There are more than 62 million
SMBs in Indonesia, the vast majority of which (98.8%) are micro-enterprises.®

UPS, in partnership with Nathan Associates and Indonesia Prima, surveyed 165 SMBs in Indonesia to better
understand the challenges they are facing and the ways in which the flourishing e-commerce market can
help them grow and adapt to the rapidly changing global economy. In addition to assessing general trends
for how SMBs are engaging with e-commerce domestically and internationally, the survey also sought to
identify the relative experiences of women-owned SMBs compared to men-owned SMBs and general SMB
perspectives around sustainability.

The survey identified the following key findings:

e E-commerce is a priority for SMBs. SMBs ranked domestic online sales as their top priority for business
growth over the next two years. Somewhat more SMBs ranked domestic in-person sales as a higher priority
than international online sales. For the SMBs that are not currently selling online, a large majority see the
benefits of e-commerce, but they need help overcoming various challenges related to compliance with digital
laws and regulations, cybersecurity, managing e-commerce platforms and fees, and online marketing.
Decreased in-person sales was a top challenge for 2021 and 2022 survey respondents. The number of SMBs
selling online increased nearly 20 percent since the onset of the pandemic, while nearly half of SMBs reported
closing a store in the same time period; these trends indicate e-commerce will be a key tool for SMB sales.
Online marketing, management of online sales platforms, access to information on running an
e-commerce business, and access to information on digital laws and regulations are major challenges
for SMBs that are currently selling online. They generally found government policies helpful in the last
year, especially those regarding training and access to internet and digital infrastructure. However, more
research is needed to understand differences in access and awareness to these programs among different
groups; more men-owned SMBs reported these policies helpful than women-owned SMBs.’

There is notable interest in using e-commerce to reach international markets, with nearly half of SMBs
ranking this as either their second or third growth priority. Only a small percentage of respondents are
currently exporting, but they nonetheless reported that it has gotten easier since the onset of the COVID-19
pandemic. This is promising for the SMBs that want to grow their exports.

The eCommerce market in Indonesia, ecommerceDB

Best Place for MSME Ecommerce Index, eTrade Alliance

Alliance for eTrade Development: Expanding MSME Ecommerce in Developing Countries: Digital and eCommerce Policy Index and Path Forward

(p.18), USAID and eTrade Alliance, September 2021

W_hy e-commerce is key to Indonesia’s small businesses, World Economic Forum, November 2021

:Eljddnesia’s SMEs hold the key to growth. How can they scale up?, World Economic Forum, September 2021

Although the difference was not statistically significant, likely due to the large percentage of women-owned SMBs in the survey, the gaps do
warrant further research.
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Policy Recommendations

Support with E-commerce Sales: A large percentage of SMBs noted
difficulties in attracting customers and pointed to difficulties marketing
and branding. Policies and programs such as special credits or funds
could help support online business training for SMBs, especially women-
owned SMBs, to increase their capacity to develop and maintain online
sales. Government-sponsored trainings and resources could support
greater access to information about setting up and running e-commerce
businesses, complying with digital laws or regulations. The government
can also partner with international and domestic e-commerce
marketplaces to provide technical assistance for SMBs on how to leverage
on e-commerce platforms to target online shoppers. Partnerships with
sustainability bodies in engaging SMBs on how they could obtain green
labels and certifications for their products could also help.

Protect Intellectual Property Rights: The government can provide
support for filing for intellectual property rights for products produced by
SMBs, who have identified this area as a challenge. Policies should create
favorable conditions for enterprises in creating, forming, exploiting, and
protecting their intellectual property rights.

&

Provide Reliable Internet Access: Policies need to increase access to
secure and reliable internet connection. Access to reliable internet services
and other digital infrastructure is by far the highest priority for policy
intervention chosen by SMBs. While SMBs in larger cities have digitalized
more rapidly, there is a digital gap in rural and remote parts of this
archipelagic country. High speed internet is critical for both SMBs and their
customers, especially in rural areas. Technology enabled finance, or fintech
also offers promise for small SMEs

Promote Access to Trade: The following are some areas that need focus:
Simplify and facilitate customs processes for SMBs to ship their products
from Indonesia to international customers; Invest in outreach programs
to better educate SMBs on Indonesia's free trade agreements and export
opportunities; Expand capacity building workshops for SMBs to better
navigate the process of exporting their products to international markets;
Provide SMBs with networking events and opportunities to connect with
international buyers and local financial institutions.




Business Owner Gender

77% of surveyed SMBs were
women-owned businesses.*

77%
Women
? d\ -
Men
Top 5 Sectors

The most common sector in which SMBs
work was food and drink.

Food & Drink
Fashion & Apparel

Professional Services
Beauty, Personal Care
& Cosmetics
Tourism, Hospitality
and Accommodation

SMBs engaged in

online sales

80% of SMBs sold online, and 86% of these
businesses sold products online that needed
to be packaged and shipped.

80% 20%

Sold online ! Didn’t sell online

52%

Business Characteristics of Surveyed SMBs

Business Size

The majority of SMBs employed
10 people or less.

56%
34%

"

lam 1-10 11-50  51-100

theonly people people people
employee

165 SMBs

in Indonesia’

B2B or B2C

Of the SMBs currently engaged in
e-commerce, the majority sold directly
to customers.

75%

B2C

~—

*1 percent of SMBs said they weren't sure if the business was a women-owned business.

Business Age

Over 75% of SMBs started their
business within the last five years.

less than 2 years 35%
3-5years 42%
6-10 years 12%

11-20 years 7%
21+ years 4%

Physical Stores

Nearly three in four SMBs had
atleast one physical store.

27%

No physical store

A
physica
ggrqngore S

physmal stores

Business Location

Surveyed SMBs were nearly evenly split
between Jakarta (23%), another big city
(28%), medium sized city (28%), and a
small town or rural area (21%).

Medium  Small
Jakarta BigCity Sized City Town

Slelele
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TOP Pandemic-related Cha"enges Facing SMBs Decreased in-person sales was also the top challenge reported by SMBs in a similar

survey from the prior year.
Top four pandemic-related challenges facing SMBs in 2021-2022:

e difficulty attracting customers (93%)

e decreased in-person sales (93%) aDecreased in-person sales (82%) ) Decreased in-person sales (93%)
. .

.decrease in cash flow (,92_%) , , , , Increasing need to offer new products Difficulty attracting customers (93%)
* increased need for logistics support (e.g.,, packaging, delivery options, storing e and/or services (78%)

inventory, etc.) (81%)
Additional costs related to COVID-19 Decrease in cash flow (92%)
restrictions and compliance (73%)

0 Setting up and managing e-payments (71%) Increased need for logistics support
(e.g.,, packaging, delivery options,
storing inventory) (81%)

Challenges Due to COVID-19

30% 34% 40%
- o - ) 1%
41% 37% 35% 36%
(Y
- B < 0§ B &
25 - -
58%
53%
47%
38% 39% 4% 39%
34% 35%
19%
15% 15% 16% 15% 13%
o 11%
4%
2% 2%
— [ | - - - - [ [
Decrease in Decrease in Disruption in Difficulty Increase in Increased Increased need  Additional costs to Setting up Increased need for
in-person sales cash flow supply chain attracting online sales demand for to offer new ensure compliance and/ormanaging logistics support
customers home delivery products and/or with COVID-19 e-payments (e.g., packaging,
services restrictions/ delivery options,
regulations storing inventory, etc.,)
|
I Very challenging Somewhat challenging Not challenging
-
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E-commerce Trends

The number of SMBs that were selling online has increased over the past two years.

Prior to the COVID-19 pandemic, 61 percent of surveyed SMBs were selling online. Two

years later, this increased to 80 percent. There were no significant gender differences.

Nearly half of SMBs closed at least one physical store since the onset of the
COVID-19 pandemic. 45 percent of surveyed SMBs reported closing one or more
physical stores, and men-owned SMBs were less likely to have closed a store.
However, this may be because women were more likely to run businesses with 11
or more people, which were more likely to have closed physical stores.

Expanding e-commerce sales domestically was a top priority for SMB business
growth. When asked to describe their business growth goals for the next two
years, SMBs overwhelmingly indicated a desire to grow their domestic online sales,
followed by domestic in-person sales. While not statistically significant, more men-
owned SMBs listed international and domestic online sales as their first priority, and
more women-owned SMBs listed domestic in-person sales as their first priority.

SMB Business Growth Goals for the Next Two Years

Domestic
online sales

Domestic
in-person sales

International
online sales

N

18% 28% 4270 12%

International
in-person sales

I 1st Priority I 2nd Priority I 3rd Priority I 4th Priority

SMBs in E-commerce Pre-Covid and 2022

80%
| I
Pre-COVID/2020 2022

Physical Stores Closed by SMBs during COVID-19

72%
50%
25%  25%
17%
l . B
Women-owned businesses Men-owned businesses
0 store locations I 1 store location I 2 ormore store locations
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SMBs need additional information and support to help address challenges with Challenges to SMB E-commerce Logistics
e-commerce sales. SMBs that are currently selling online indicated they are dealing 30% 34%

with a variety of e-commerce sales challenges. Nearly 90 percent of surveyed SMBs . 31% l 35% S50,
reported the following as being either “very” or “somewhat” challenging to their .

e-commerce sales:

¢ online marketing and branding (94%)

e management of online sale platforms (92%) 46%
e learning about and complying with digital laws and regulations (92%) 42% 1%
. . ) 39%
® access to information about how to run an e-commerce business (89%) 36%
E-commerce logistics are challenging, but not as much of a challenge as
e-commerce sales. \When asked about various types of logistical challenges, SMBs 20% -
rated each of them about the same. However, these logistical issues were rated 15% . 15% 17%
“not challenging” more often than e-commerce sales issues were.
| o -— - -
Storage and Supply chain Product Provision of Management of
management disruptions packaging contactless online after-sales
of inventory and shipping delivery to services
customers (e.g., returns)
[ |
I Very challenging Somewhat challenging | Not challenging

Challenges to SMB E-commerce Sales
200, 27% 38% 33%
.0 5 33% 33% - . 31% 27% -
m B B 255 B B

67%
Sk 58% » 60% 58%
53% 55% 55% b
51%
. 15%
R , 9% %
7% 7% ; 8% 5%
3% 3% 4% .
|| || || || || - || || | ||
Access to information  Access to Access to Compliance with Online Setup and Management of Recovering Cybersecurity  Learning about
about how to run reliable financing for business marketingand ~management of online sale the cost of and online and complying
an e-commerce internet upgrading to registration branding e-payments platforms e-commerce fees safety with digital laws
business e-commerce requirements and regulations
m
I Very challenging Somewhat challenging Not challenging
-
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Very few surveyed SMBs are selling on global marketplaces like Amazon, Etsy,
or Big Commerce. Most SMBs are selling either via social media (70%) or on a local
marketplace like Tokopedia, Shopee, Lazada, or BliBli (56%). Only 6 percent are
selling on a global marketplace.

Few surveyed SMBs answered that they are less likely to experience harassment
and discrimination when conducting business online. 13 percent reported that
doing business online reduced harassment and discrimination, while the majority
of respondents either disagreed with this statement or reported that they do not
experience harassment.

SMBs who sell online generally found government policies to be helpful
during 2021. SMBs found the following policies and programs either “very” or
“somewhat” helpful:

e access to training about e-commerce (77%)
e access to reliable internet services and other digital infrastructure (76%)
e simplification of e-commerce business regulations, taxes, and fees (70%)

Helpfulness of Government Policies to SMB E-commerce

32% 27%
. . 30%
-

0
25% 19%
- = =
44%
40%
33%
29%
239
21% %
0
16% 14%
9%
Access to reliable Access to Access to Access to Simplification of
internet services business credit subsidies for training about e-commerce business
and other digital e-commerce e-commerce regulations, taxes,
infrastructure and fees
]
I Very helpful Somewhat helpful Not helpful
-

More men-owned SMBs reported that these policies were helpful than women-
owned SMBs, particularly for access to reliable internet and access to subsidies
for e-commerce. In addition, regarding business credit and e-commerce subsidies,
far more women-owned SMBs answered “l don't know” to this question, pointing
to a potential gender gap in awareness around financing programs. These
differences were not statistically significant with this sample; however, they may
be worth exploring through further research.

Helpfulness of government policies: access to e-commerce subisides

30%

17%
[
37%

32%

(7

23% 919 22%
7%

Women-owned businesses Men-owned businesses

m
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-
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SMB owners who sell online ranked access to trusted internet services as the
highest priority policy intervention. Their next highest priority intervention is for
greater access to business credit.

SMB Policy Priorities to Support Expanding E-commerce

Access to reliable internet
services and other digital 42% 26% 14% 8% 10%
infrastructure

Access to 20% 27% 16% 9%

business credit

Access to training 15% 14% 17% 36%

about e-commerce

Access to subsidies o7
for e-commerce 11% 22%

31% 29% 8%

Simplification of
e-commerce business 12% 11% 227 18%
regulations, taxes, and fees

1st Priority I 2nd Priority 3rd Priority I 4th Priority I 5th Priority
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Why are some SMBs not selling online?

SMBs that were not currently selling online see the benefits of e-commerce.
Of the 20 percent of surveyed SMBs that are not currently selling online, most
(82%) think that their business would benefit from expanding into e-commerce,
demonstrating a strong interest and demand for e-commerce supports.

Top constraints to SMB expansion to e-commerce.

e learning about and complying with digital laws and regulations (64%)
e cybersecurity and online safety (61%)

e online marketing and branding (61%)

e recovering the cost of e-commerce fees (61%)

e set-up and management of e-payments (61%)

More than 60 percent of surveyed SMBs that are not currently selling online
reported these areas either “very” or “somewhat” constraining. There is a small but
notable minority that answered “l don't know,” indicating that there are still SMBs
with minimal awareness about what running an e-commerce business entails.

Constraints to SMB Expansion to E-commerce

15%
12% 15%
24% | . 45%
9% I39% 39%
m36% 36%
30% 30%
21% 21%

=t
3
R

18% 8%
15%
12%
I I9% I

18%
. 1500 24% 21% 21%
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45%

42%
39% 39%
36%
33%
27%
24% 24%
18% 18% 18%
15% 15%
12% 12%
9% I I

Access to Access to Access to Compliance  Cybersecurity Facilitation of Learningabout Management Online Recovering Set-up and
informationabout  reliable financing for  with business and online logistics: and complying of online sale marketing the cost of management
how to run an internet upgrading to registration safety packaging, with digital platforms and branding  e-commerce of e-payments
e-commerce e-commerce  requirements storinginventory, lawsand fees
business shipping regulations
| |
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Access to trusted internet and business credit are top priorities for SMBs who

want to expand into to online sales. Access to reliable internet services and other

digital infrastructure is by far their highest priority for policy intervention.

SMB Policy Intervention Priorities to Support Expanding into E-commerce

Access to reliable internet

services and other digital 39% 30% 8 '/y
infrastructure

15% 27% 21%

I 4th Priority

Simplification of
e-commerce business 15%
regulations, taxes, and fees

Access to training o7
about e-commerce 12% 24%

Access to subsidies
(7
for e-commerce 6% 15%

I 1st Priority

I 2nd Priority 3rd Priority

I 5th Priority
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Trends in Exporting

15 percent of surveyed SMBs are engaged in e-commerce exports, with no notable
differences between men- and women-owned SMBs. For these SMBs, international
online sales make up anywhere from 1 to 100 percent of total sales, with an
average of 33 percent.

Exporting has gotten easier for SMBs. 60 percent of the SMBs that currently sell
internationally reported that exporting has gotten easier since the start of the pandemic.

Top three challenges to SMB e-commerce exports:

e facilitation of shipping and trade logistics (96%)
e protection of intellectual property rights (92%)
* management of e-payments and taxes from international customers (88%)

Even though a majority of SMBs said exporting has gotten easier since the start of
the pandemic, an even larger majority reported significant challenges to their export
businesses. More than 70 percent listed access to information on international trade
and facilitation of logistics as “very” challenging. Meanwhile, 92 percent reported that
intellectual property rights was either “very” or “somewhat” challenging.

Challenges to SMB E-commerce Exports

24%
40%
29%
12% 29%
72% 72%
58%
54% 52%
4%
0% 0% 0% | 0%
Access to information Management Navigation of Protection of Facilitation of
on international of e-payments export taxes intellectual shipping and
markets, trade and taxes from and duties property rights trade logistics

compliance, and international
customs requirements  customers

I Very challenging Somewhat challenging Not challenging
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Government policies and programs were generally helpful to SMB international Access to information about international trade was the highest priority for
e-commerce sales. Facilitation of shipping and trade logistics was the greatest policy interventions. SMB owners overwhelmingly identified access to information
challenge, but also the area where they most frequently reported that government as their top priority for policy interventions to support e-commerce exports.
policies have been either “very” or “somewhat” helpful. Interestingly, despite SMBs rating facilitation of shipping and trade logistics as a top

export challenge, it was most frequently ranked as their lowest policy priority.
Helpfulness of Government Policies to SMB E-commerce Exports

38% . . e .
32% 32% SMB Policy Intervention Priorities to Support Expanding E-commerce Exports
90, 33%
32% Access to information on
international markets, 07 0 07
trade compliance, and 56% 20% @%A4% 16%
customs requirements
Facilitation of shipping 07 909 A 07
= 38% and trade logistics 16% 12% 2074% 48%
32%
Management of
e-payments and taxes o 290 (o7
from international 12% 36% 32% 16% 4%
16% customers
12% 13% 0%
Navigation of export 07 07 290,
4 BN EE EE EA
Access to information Management Navigation of Protection of Facilitation of
on international of e-payments export taxes intellectual shipping and
markets, trade and taxes from and duties property rights trade logistics Protection of intellectual  Jf 907
compliance,and  international property rights Jo8% 127 48% 32%

customs requirements  customers

1st Priority I 2nd Priority 3rd Priority I 4th Priority I 5th Priority




Sustainability

Environmental sustainability is a priority for SMBs. An overwhelming

majority (83%) of surveyed SMB owners report their business as being either
“very” or “somewhat” environmentally-friendly. In addition, many SMBs report
having plans to incorporate more eco-friendly or sustainable aspects into

their businesses, particularly with regards to products and product packaging.
Transportation is the area that appears to have the least amount of investment in

environmental sustainability.

Current Practices vs. Future Plans for Environmental Sustainability

66%
55% 56%
43%
38%
34%
30%
23% 22%
19%
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Italy:

Supporting SMB Growth:
Unlocking Recovery
through E-commerce

Italy is ranked 20th on the e-Trade Alliance’s “Best Place for MSME Ecommerce” index.! However, many of the
country’s 4.3 million small and medium businesses (SMBs) have been slow to adopt digitization technologies
compared to their counterparts in other EU countries.? This digital gap appears to have only grown during the
COVID-19 pandemic, where large businesses that were already digitally advanced were able to take advantage
of the growing e-commerce market, but smaller businesses may have been left behind.> Nonetheless, the
Italian government has shown that SMB digitization* and supporting SMB ability to export® are among their
top priorities. The government has also made 2 billion Euros available for export promotion, including 400
million Euros in non-repayable grants for the refinancing of the 394/91 Fund managed by SIMEST.® Moreover,
the relatively high contribution of SMBs to the country’s exports (53% in Italy compared to the EU average of
25%)’ could indicate the potential of e-commerce exports as an opportunity for SMB growth.

UPS, in partnership with Nathan Associates, Confartigianato, Federvini and the University of Florence
in Prato, surveyed 101 SMBs in Italy to better understand the challenges they are facing and the ways
in which the flourishing e-commerce market can help them grow and adapt to the rapidly changing
global economy. In addition to assessing general trends for how SMBs are engaging with e-commerce
domestically and internationally, the survey also sought to identify the relative experiences of women-
owned SMBs compared to men-owned SMBs and general SMB perspectives around sustainability.

The survey identified the following key findings:

¢ There has been an increase in the online presence of SMBs since COVID-19. While the number of SMBs
that moved into online sales increased by 10 percentage points, they are still feeling the impacts of COVID-19.
When compared to a similar survey from 2021, surveyed SMBs continue to report that decreases in cash flow
and compliance with COVID-19 requirements are among the biggest ongoing challenges from the pandemic.

e E-commerce is a priority for SMBs that are currently selling online. The majority of SMBs that are
currently selling online ranked domestic online sales as their top priority growth area for the coming two
years. However, many SMBs that are not currently selling online are not interested in e-commerce; they
either don't see any benefits or aren't sure if there would be any benefits.

* Access to financing for e-commerce upgrades in the form of business credit and subsidies were among
the greatest challenges for SMBs and priority areas for policy intervention. Women-owned SMBs,
in particular, reported access to business credit and the cost of e-commerce fees as major challenges.
However, overall, Italian SMBs indicated that they are dealing with fewer e-commerce challenges and
constraints relative to SMBs surveyed in other countries for this report.

¢ Exporting has gotten easier and is a priority for many SMBs. More than half of the SMBs that are currently

exporting via e-commerce indicated that exporting has gotten easier since the start of the pandemic. A
sizable minority ranked e-commerce exports as their first or second priority area for growth.

Best Place for MSME Ecommerce Index, eTrade Alliance

Closing the Italian digital gap: The role of skills, intangibles and policies, OECD, March 2022

i

The Ministry of Foreign Affairs and Trade is one of the recipients of funds through the National Recovery Plan. In the latest emergency measures adopted by

the current government to support companies vis a vis the effects of the Ukrainian conflict, there was a refinancing of a series of funds dedicated to SMBs to

support exports. The Ministry of Foreign Affairs is also planning to re-launch the National Export Pact adopted in 2020 as a response to the pandemic.

PNRR: until 3 December subsidized loans for export-oriented SMEs, Ministry of Foreign Affairs and International Cooperation

The digitalisation of small and medium-sized enterprises in Italy: Models for financing digital projects - Summary Report, European
Investment Bank, May 2021

UupwN—

~N o

Italy


https://www.allianceforetradedevelopment.org/best-place-for-msmes-in-commerce
https://www.oecd-ilibrary.org/docserver/e33c281e-en.pdf?expires=1653403626&id=id&accname=guest&checksum=B000E40AAA42CA08349AA306B7F99441
https://www.esteri.it/en/sala_stampa/archivionotizie/comunicati/2021/11/pnrr-fino-al-3-dicembre-finanziamenti-agevolati-per-pmi-orientate-allexport/
https://www.eib.org/attachments/thematic/digitalisation_of_smes_in_italy_summary_en.pdf
https://www.eib.org/attachments/thematic/digitalisation_of_smes_in_italy_summary_en.pdf

Policy Recommendations

Build E-commerce Capacity: Policies should support customized trainings
on creating an online store, managing logistics and digital payments.
Programs such as special credits or funds could help support online
business training for SMBs, especially women-owned SMBs to increase
their capacity to develop and maintain online sales. Government-
sponsored trainings and resources could support greater access to
information complying with digital laws or regulations.

Support Digital Literacy: In the latest Digital Economy and Society

Index (DESI), Italy is behind many European peers in the general level of
digitization as well as in digital literacy of the population. Only 42 percent
of people between 16 and 74 have basic digital skills, compared to the EU
average of 58 percent. Policies should focus on increasing digital literacy so
that e-commerce can thrive.

Provide Financial Incentives: The government should support access to
credit, subsidies, and training support. The National Recovery Plan (PNRR),
which aims to internationalize SMBs could be expanded to provide such
support. In particular, there should be an Investment Tax Credit which
allows SMBs to save up to 40 percent on taxes and create greater liquidity
to invest, for example, in technologies, software, and digital skills.

8 Women'’s Entrepreneurship Fund, Invitalia
9 Business voucher plan, Ministry of Economic Development, February 2022
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Expand Export Support: Customs and trade facilitation and improved
access to information on international trade and tariff regulations,

as well as brokerage services, are needed for SMBs and should be
facilitated at a “regulatory” level. The government should continue
efforts to support SMBs, especially micro businesses, to engage in
export activities by providing continuous education on the opportunities
offered by e-commerce. The government should expand its Women'’s
Entrepreneurship Fund and allocate funds for export promotion as a part
of this initiative.® UPS has recently launched its own Women Exporter
Programin Italy as well. National institutions should work hand-in-hand
with specialized logistics operators to improve the ease of exports.

Build Digital Infrastructure: Reliable internet is still an issue in parts of
Italy, especially the south. In February 2022, the Ministry of Economic
Development initiated the connectivity voucher plan to support greater
internet affordability.® This measure should be further enhanced with
“e-commerce education” solutions that can also create demand for
these services.



https://www.invitalia.it/cosa-facciamo/creiamo-nuove-aziende/fondo-impresa-femminile
https://nathan365.sharepoint.com/sites/files/Intl/10544-10 UPS SME E-Commerce Research Activity/WO3 - 2022 Support/Report/Italy/old

Business Characteristics of Surveyed SMBs

Business Owner Gender

40% of surveyed SMBs were
women-owned businesses.

40%
Women
60%
Men
Top 5 Sectors

The most common sector in which SMBs
work was food and drink.

Food and Drink 20%
Professional Services 14%
Home, garden, and
& furniture 12%
IT, electronics and
ICT devices 1%
Fashion and clothing 11%

SMBs engaged in

online sales

67% of SMBs sold online, and 86% of these
businesses sold products online that needed
to be packaged and shipped.

57% 43%

Sold onli Didn’t sell online

©2022 United Parcel Service of America, Inc.

Business Size

The majority of SMBs employed 10
people or less.

61%

14% . 5% 7% 1q

| —— —

lam 1-10 11-50  51-100 101-250
theonly people people people people
employee

101 SMBS

D ¢
inltaly

B2B or B2C

Of the SMBs currently engaged in
e-commerce, the large majority sold
directly to customers.

3%

Other
71%
26% L Bec
B2B
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Business Age

More than half of SMBs had been in business
for over 10 years.

less than 2 years 4%

3-5years 17%
6-10 years 26%
11-20 years 18%
21+ years 35%
Physical Stores

The majority of SMBs had one physical store.
Men were more likely to have 1 store and women
were more likely to have no physical store.

11%

No physical store

74%
15% 1 physical

tor
2 ormore store
physical stores

Business Location

35% of SMBs have their primary business
location in a small town or rural area. 30%
were in Rome or another large city and 35%
were in a mid-sized city.

mid-sized city rural or
35% small town
Rome or L

other 30%
large city



Top Pandemic-related Challenges Facing SMBs
Top four pandemic-related challenges facing surveyed SMBs in 2021-2022:

decrease in cash flow (56%)

difficulty attracting customers (55%)

supply chain disruptions (54%)

dealing with additional costs related to COVID-19 restrictions and compliance
(53%)

Italian SMBs are still experiencing some effects of COVID-19 on their businesses,
but relatively fewer than many of the other countries surveyed in this report.

Two of these top four challenges—decrease in cash flow and dealing with costs
related to COVID-19 restrictions—were also top pandemic-related challengesin a
similar survey in 2021. However, the SMBs surveyed in 2022 did not report these
issues to be quite as challenging as in the 2021 survey.

2021 2022

o Decreased in-person sales (84%) , Decrease in cash flow (56%)

a Decrease in cash flow (70%)

Dealing with additional costs related to Supply chain disruptions (54%)
COVID-19 restrictions and compliance (69%

Difficulty attracting customers (55%)

Increased need to offer new products Dealing with additional costs related to
and services (67%) COVID-19 restrictions and compliance (53%)

Challenges Due to COVID-19

38% 36% 44% 36% 56%
42% 50%
42% 4% 4%
37% 30% 36% 28%
33% 33%
30%
21% 20%
13%
18% 18% 17%
11%
9% = 7% 7%
- - - - = - -
Decrease in Decrease in Disruption in Difficulty Increase in Increased Increased need  Additional costs to Setting up Increased need for
in-person sales cash flow supply chain attracting online sales demand for to offer new ensure compliance and/or managing logistics support
customers home delivery products and/or with COVID-19 e-payments (e.g, packaging,
services restrictions/ delivery options,
regulations storing inventory, etc.)
I Very challenging Somewhat challenging I Not challenging

©2022 United Parcel Service of America, Inc.
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E-commerce Trends

The number of SMBs selling online has increased since the start of COVID-19.
Prior to the pandemic, about 47 percent of surveyed SMBs were selling goods
or services online. This increased about 10 percentage pointsin 2022. Slightly
more women-owned SMBs were selling online than men-owned SMBs, but this
difference was not statistically significant.

Less than one-quarter of SMBs permanently closed a physical store during the
COVID-19 pandemic. 21 percent of surveyed SMBs reported that they closed at
least one physical store since the start of the pandemic.

SMBs in E-commerce Pre-Covid and 2022

63%

55%

50%
45%

Men-owned businesses

I Year 2022

Women-owned businesses

I Pre-COVID

©2022 United Parcel Service of America, Inc.

Expanding e-commerce sales domestically and internationally are top priorities
for SMB business growth. \When asked to describe their business growth goals
for the next two years, SMBs overwhelmingly reported domestic online sales as
their highest priority. International online sales were the second highest priority,
followed by domestic in-person sales.

SMB Business Growth Goals for the Next Two Years

Domestic
online sales

58708 9% 9%

International
online sales

3670 38% 7%

Domestic

i 1970
in-person sales

International
in-person sales

17% 66%

L
=

I 1st Priority 2nd Priority

I 4th Priority

I 3rd Priority
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Overall, SMBs currently selling online indicated that they are dealing with However, there were some notable gender differences. 60 percent of women-

few e-commerce sales challenges compared to SMBs in many other countries owned SMBs reported that e-commerce costs were a challenge, compared to only

surveyed for this report. Less than 15 percent of SMBs indicated that any of 36 percent of men-owned SMBs. More women-owned SMBs than men-owned

the challenges were “very” challenging, and more than half said that access to SMBs also stated that registration processes for e-commerce upgrades (32% versus

information about how to run an e-commerce business was not a challenge at all. 18%, respectively) and access to financing (60% versus 27%, respectively) were

SMBs ranked the following challenges to their e-commerce sales most frequently: challenging. On the other hand, more men-owned SMBs indicated that internet

* recovering the cost of e-commerce fees (47%) access vya§ a cha.IIer?ge (39% compared to 24% of wonlﬂen.). These differences were

« online marketing and branding (43%) rlot statls:c;\IIy significant; however, the large gaps do indicate that further research
is warranted.

e access to financing for upgrading to e-commerce (41%)
e cybersecurity and online safety (41%)

Challenges to SMB E-commerce Sales

53% 53% 53%
0% 38%
45% ° 45%
29% 43%  36% 0%  27%
33%
22% 22%
12% 14%
7% 9% 9%
=0 =0 N =0 =0 ZH sl =
0
- - = — — -
Access to information  Access to Access to Compliance with Online Setup and Management of Recovering Cybersecurity  Learning about
about how to run reliable financing for business marketingand  management of online sale the cost of and online and complying
an e-commerce internet upgrading to registration branding e-payments platforms e-commerce fees safety with digital laws
business e-commerce requirements and regulations
I Very challenging Somewhat challenging I Not challenging
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Supply chain disruptions are a challenge for about half of SMBs that are selling Few SMBs answered that they are less likely to experience harassment and
online. 46 percent of SMBs that sell online indicated that supply chain disruptions discrimination when conducting business online. Of the SMBs currently selling
were either “very” or “somewhat” challenging. For all other areas, at least half of online, 19 percent reported that they are less likely to experience harassment and
SMBs indicated that they were not challenging at all.

discrimination when conducting business sales online compared to in-person sales.

More women-owned SMBs indicated that after-sales services were a challenge SMBs that sell online found government policies to be somewhat helpful during
(44% compared to 27% of men-owned SMBs), although it was not statistically 2021. Less than 20 percent of SMBs found any government policies to be “very”
significant. helpful in supporting their e-commerce businesses, although significantly more

Most SMBs are selling via their own online store or a global online marketplace.
More than half of surveyed SMBs sell on either their company’s online store (60%)
or on a global online marketplace such as Amazon, eBay, or Etsy (57%). Less than

answered that they were “somewhat” helpful. Perhaps equally notable are the
combined number of responses of either “not applicable” or “l don't know,” which
may indicate that many SMBs may not be aware of government policies and
programs that are available to support their businesses.

25 percent were selling via social media, a national or local marketplace, or the

platform of a partner company.

59%
29%
43%
29%
17%
7% I
- .
Storage and Supply chain
management of disruptions
inventory

Very challenging
|

Somewhat challenging

Challenges to SMB E-commerce Logistics

55%

26%

9%
-

Provision of
contactless
delivery to
customers

Helpfulness of Government Policies to SMB E-commerce

Not challenging
|

34%
28%
53% 33% 3%
0 0
26%
31%
2% 19% 19%
17%
16% 16%
14%14% 14% 14%
10%10% 10% =
o7 01U 70 0
3% 9% 9%
|
Management of
online after-sales . . .
services
(e.g., returns) ) _ L e o ,
Access to reliable internet Access to Access to subsidies Access to training Simplification of
services and other digital business credit for e-commerce about e-commerce e-commerce business
infrastructure regulations, taxes, and fees
Very helpful Somewhat helpful I don't know I Not applicable
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SMBs ranked access to reliable internet services and access to business credit as
the highest priority policy interventions. \When combining the rankings for first
and second priorities, access to business credit was ranked the highest; however, a
higher percentage (34%) ranked access to reliable internet and digital infrastructure
as their first priority. Nearly half of SMBs also ranked access to e-commerce
subsidies as a first or second priority (47%).

SMB Policy Priorities to Support Expanding E-commerce
Access to reliable internet
services and other digital 34% 17% 16% 21%
infrastructure
e cred i i
business credit e Tl
Access to subsidies 2907 AL
for e-commerce . i
Navigating C 9AC
&-commerce platforms 1 i
Access to training about
e-commerce )% 24% 22% 29%

1st Priority 2nd Priority 3rd Priority I 4th Priority I 5th Priority
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Why Are SMBs Not Selling Online?

SMBs that are not currently selling online are unsure about the benefits of
e-commerce. Nearly three out of four of the SMBs that are not currently selling
online answered that they either do not see the benefits of e-commerce (42%) or
that they do not know (28%). This suggests a general disinterest in e-commerce
among Italian SMBs that are not currently selling online.

SMBs reported few reasons that might be constraining them from expanding to
e-commerce. Most SMBs indicated that the constraints listed in the survey were
either not a constraint or not applicable. This is true even when we only look at the
SMBs that answered that they do see benefits to expanding their business online.
The top two constraints were identified as a challenge by less than one-third of
respondents: access to financing for upgrading to e-commerce (28%) and learning
about and complying with digital laws and regulations (26%). This suggests that there
may be other reasons why SMBs are not adopting e-commerce business models.

30%

Beneficial

Constraints to SMB Expansion to E-commerce

30% 30% 30%
21% 28% 28%
21%
21% 21% 19% 19% 21%
19% 14%
16% 16%
12% -4 9% [ 12%
£ o
9% 9% 9%
7% 7% 7%
2% 2% % z z 2%
o o 2% ©
ol Ml ol HUHE ox <0l zHNl & NANE ENE
Access to Access to Access to Compliance  Cybersecurity Facilitation ~ Learningabout Management Online
information about  reliable financing for  with business and online of logistics:  and complying of online sale marketing
how to runan internet upgrading to registration safety packaging, with digital platforms and branding
e-commerce e-commerce  requirements storinginventory, laws and
business shipping regulations

. Very constraining Somewhat constraining Not constraining

I I don’t know

33%

14%

9%

2% l

-
Recovering
the cost of

e-commerce
fees

I Not applicable

SMB Belief They Would Benefit from Expanding to Online Sales

42%

Not beneficial

23%
19%

2%
0%

Set-up and

management
of e-payments
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SMBs that are not currently online prioritize policy interventions related

to reliable internet services and access to business credit or subsidies or
e-commerce. When asked about priority policy interventions to support
expansion into e-commerce, slightly more SMBs answered that reliable digital
infrastructure, such as reliable internet, was their first priority, over access to
business credit. When combining SMBs first and second priority, more SMBs
ranked access to business credit as a priority. However, as shown in the previous
question about reported constraints, few of these SMBs said that access to
financing was a constraint. Only 7 percent said it was “very” constraining and

21 percent said it was “somewhat” constraining.

SMB Policy Intervention Priorities to Support Expanding into E-commerce

Access to reliable internet
services and other digital 28% )% 9% 16% 19%
infrastructure )
-“-I.%
Simplification of
e-commerce business 21% ) 23% 19% 28%
egulations, taxes, and fees
Access to subsidies , zZ
for e-commerce 167 2O/ 33% 14% 9%
12% 40% 23%

I 4th Priority

Access to 9
. N )69, Q
business credit 2670 4]

Access to training 9%
about e-commerce Y

1st Priority 2nd Priority 3rd Priority

I 5th Priority
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Trends in Exporting

About 30 percent of surveyed SMBs are exporting (52% of those selling online).
For these SMBs, international online sales make up an average of 40 percent of
their sales. The large majority (87%) export to other parts of Europe and Central
Asia. 30 percent export to South America and Central America, and just over 23
percent export to North America. More women-owned SMBs reported they are
selling internationally than men-owned SMBs (68% versus 39%, respectively).

More than half of SMBs (53%) indicated that exporting has gotten easier since
the start of the pandemic. Though this experience is mixed as 40 percent said that
exporting has not gotten easier. The remaining 7 percent were not exporting prior
to the pandemic.

SMB E-commerce Export Destinations

87%
30%
23%
17%
13%
I I
East Asia Europe and Middle East India and South and Sub-Saharan  North America
and Pacific Eurasia and North South Asia Central Africa (Canada,
Africa America Mexico, USA)
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Top three challenges to SMB e-commerce exports: About half of exporting SMBs indicated that government policies to support
e access to information on international markets, trade compliance, and customs e-commerce exports were helpful. ?ollaes supporting managenﬂqent f’f
requirements (60%) ‘e‘z—payments”and taxes from international customers was ran!<ed very” or .
« navigation of export taxes and duties (57%) sgmewhat helpful by the Iarge.st number of SMBs (50%). Still, almost one-third
e facilitation of shipping and trade logistics (50%) said these were not helpful. Sln'-nllar to SMB responses to the ques.tlc_)n about
helpfulness of government policies to e-commerce sales and logistics, a notable
Most SMBs indicated these were “somewhat” challenging or not challenging at minority answered “not applicable” or “ don't know" to this question, indicating
all. Itis worth noting that more than half of SMBs reported that protection of there may be a lack of awareness about what government policies and programs
intellectual property rights was not a challenge to e-commerce exports. exist to support SMBs with e-commerce exports.
Challenges to SMB E-commerce Exports Helpfulness of Government Policies to SMB E-commerce Exports
27%
50
% 37% 30% 20%
53% 479 30% 23%
43
37% % 40%
33% 7% 339% 33%
23% 30% 30% 30%
1 20%
10% B 23%
. 3% I 3% 20%
A f M- N f P f F: T f = %
ccess to information anagement avigation o rotection o acilitation o
oninternational  of e-pagyments expgrt taxes intellectual shipping and 13% 13%  13% 13% 13%
c?r?\:;l;l?;;'cgfr?d a;:\ctletl'a::tsi;r"oarrw and duties property rights trade logistics 10% 10% 10%
customs requirements  customers 7% 7%
I Very helpful Somewhat helpful I Not helpful . I . I . . .

Access to information on Management of Navigation of export Protection of Facilitation of shipping and
international markets, e-payments and taxes taxes and duties intellectual trade logistics
trade compliance, and from international property rights
customs requirements customers

I Very helpful Somewhat helpful Not helpful I I don't know I Not applicable
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Access to information about international markets and trade and navigation
of export taxes and duties were the highest priorities for policy intervention.
40 percent of exporting SMBs said that access to information about international
markets was their first priority. Notably, 86 percent reported that protection

of intellectual property rights was their lowest priority, which aligns with their
answers about how this issue has not been challenging.

SMB Policy Intervention Priorities to Support E-commerce Exports

Access to information on
international markets
| 1 AN z 0
trade compliance, and 4070 e 20% 3%
customs requirements

Facilitation of shipping >y
and trade logistics 2970

Navigation of export 0
taxes and duties =4

Management of
e-payments and taxes 207 20
from international 2% 307 17% 13%
customers
Protection of intellectual -0z | =07
property rlghts § §

1st Priority 2nd Priority 3rd Priority I 4th Priority I 5th Priority
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Sustainability

Environmental sustainbility is a priority for SMBs. 20 percent of surveyed SMBs
said that they consider their businesses to be “very green,” and a much larger
percentage (59%) said their business was “somewhat green.”

Around half of SMBs reported that their products (52%) and product packaging
(46%) were environmentally-sustainable, which were also the two areas where
they planned to take the most action in the future to increase sustainability.

Current Policies vs. Future Plans for Environmental Sustainability

52%
46%

38% 39%

28%
22%

Products Product packaging Shipping
packaging

Today (2022)
-

24%
18% 18%

11%

Manufacturing Transportation

Next 3 years

18%
13%

None of these

SMB Environmental Sustainability

3%

| don't know Not applicable
0% —
Not at all 20%
‘ Very

59%

Somewhat
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United Arab

Emirates:
Supporting SMB Growth:
Unlocking Recovery
through E-commerce

The survey identified the following key findings:

AwnN—

Many SMB:s are still relying on in-person sales for their businesses. For two years in a row, they ranked
the decline in in-person sales as their top COVID-19 challenge. Meanwhile, the same SMBs that reported
not selling online prior to the COVID-19 pandemic are still not selling online, indicating that none were
prompted by the pandemic to enter into e-commerce.

E-commerce is a priority for SMBs. SMBs ranked domestic e-commerce sales as their top priority for
business growth over the next two years. However, their second priority was domestic in-person sales.
Although SMBs indicated that exporting is a lower priority than domestic sales, the SMBs that have
been exporting since before the pandemic reported that exporting has gotten easier, suggesting that the
growing e-commerce sector may have eased the ability of SMBs to export.

There were few notable differences between the experiences of women-owned businesses and men-
owned businesses. Of the surveyed SMBs, women were more likely to run online businesses and
more likely to sell on a global platform like Amazon or Etsy. The survey asked about experiences of
harassment and discrimination while conducting business, both online and offline, but found no notable
differences between men and women SMBs.

Best Place for MSME Ecommerce Index, eTrade Alliance

The United Arab Emirates (UAE) eCommerce Landscape 2020: Accelerated growth during turbulent times, Visa, November 2020
Investment summits and helping start-ups: Sheikh Mohammed bin Rashid launches pro-business moves, The National, June 2021
Small and Medium Enterprises (SMEs), The United Arab Emirates’ Government portal


https://www.allianceforetradedevelopment.org/best-place-for-msmes-in-commerce
https://ae.visamiddleeast.com/dam/VCOM/regional/cemea/unitedarabemirates/media-kits/documents/visa_uae_ecommerce_landscape_2020_ppinion_paper_vf.pdf
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https://u.ae/en/information-and-services/business/small-and-medium-enterprises/small-and-medium-enterprises

Policy Recommendations

Access to Business and Market Information: Expand SMB digitization
programs to provide more comprehensive information about processes,
laws and regulations, support, and financial incentives to help SMBs
transition their businesses. Implement trade and export programs, capacity
building and provide education on market access opportunities that
encourage SMBs to export and expand into new markets.

Enhance Financing Mechanisms: UAE has a range of small business
financing services for startups and larger SMBs alike, but small businesses
still lack access to long term bank finance and have cash flow constraints,
especially during COVID-19. Policies could consider revising collateral
requirements and other ways which could make bank loans more
accessible to small businesses. The government could increase SMB
financing facilities and grants to support SMBs with managing cash flow to
withstand volatile conditions.

Streamline Trade Policies and Border Procedures: Customs requirements
are a constraint for SMBs and the government could consider ways to
streamline border procedures and reduce trading costs to encourage SMBs
to export and expand into new markets.

Boost Online Marketing: Conduct awareness and learning campaign
around online platforms about the benefits of social media marketing and
online sales channels. Collaborate with leading e-commerce marketplaces
to increase SMB awareness and use of such platforms for online sales.

Strengthen Supply Chain Resilience: Provide training and support
resources specifically for SMBs to build more resilient supply chains by
forecasting demand, diversifying suppliers, and digitizing supply chain
processes. Embrace novel digital approaches to map supply chains to
identify potential vulnerabilities and threats.
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Business Characteristics of Surveyed SMBs

Business Owner Gender

43% of surveyed SMBs were women-
owned business.

43%
Women @ i;\

Top 5 Sectors

The most common sector in which SMBs

work was food and drink.

Food & Drink

Fashion & Apparel

Beauty, Personal Care
& Cosmetics

Home, Garden & Furniture

Gifts & Collectibles 6%

SMBs engaged in
online sales

Less than half of SMBs sold online. Of those
that sell online, one-quarter sell goods or

products that need to be shipped.

47% 53%

Sold online !

©2022 United Parcel Service of America, Inc.

Didn’t sell online

Business Size

Nearly two-thirds of SMBs employed
between 1-50 people.

32%  30%

22%
13%
3%
—

lam 1-10 11-50 51 100 101 300
theonly people people people people
employee

115 SMBs

in United Arab Emirates

B2B or B2C

Of the SMBs currently engaged in
e-commerce, the large majority sold directly
to customers.

Both
()
B2B

65%

B2C

~—
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Business Age

The majority of SMBs were 3-10 years old,
and very few people started businesses
during the COVID-19 pandemic.

less than 2 years 6%
3-5 years
6-10 years
11-20 years
21+ years

46%

Physical Stores

The majority of SMBs had at least one
physical store. Only 3% did not.

2%

No physical store

56%
42% 1 physical
2 or more store
phy5|cal stores

Business Location

The majority of SMBs were based in the
capital, with 53% in Abu Dhabi and 46% in
another large city.

Another
Abu Dhabi large city
46%




Top pandemic-related challenges facing SMBs

Top four pandemic-related challenges facing surveyed SMBs in 2021-2022:

e decreased in-person sales (81%)

e disruption in supply chain (81%)

e decrease in cash flow (78%)

e difficulty in attracting customers (76%)

Three of these challenges—decreased in-person sales, decrease in cash flow, and
disruption in supply chain—were also reported as top challenges from COVID-19 in
a similar survey in 2020-2021.5

2021

mecreased in-person sales (92%)

e Decrease in cash flow (87%)

2022
> Decreased in-person sales (81%)

Disruption in supply chain (81%)

9 Increased demand for at home delivery (84%) Decrease in cash flow (78%)

msruption in supply chain (80%)

Difficulty in attracting customers (76%)

Challenges Due to COVID-19

26% 42%
s 30% =
] 31%
55%
49%
18%
14%
I 8%
Decreasein Decreasein Disruptionin Difficulty Increase in
in-person sales cash flow supply chain attracting online sales
customers

I Very challenging

5 The 2021 survey surveyed a different sample of SMBs.

©2022 United Parcel Service of America, Inc.

Somewhat challenging

46%
| ]
34%
-
42%
36%
30% 30%
24% 21%
10%
_ 18%
16% 13%
10%
[ —
Increased Increased need  Additional costs to Setting up Increased need for
demand for to offer new ensure compliance and/ormanaging logistics support
home delivery products and/or with COVID-19 e-payments (e.g., packaging,
services restrictions/ delivery options,
regulations storing inventory, etc.)

I Not challenging
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E-commerce trends Expanding e-commerce sales domestically was the top priority for business
growth. When asked to describe their business growth goals for the next two
years, SMBs overwhelmingly noted a desire to grow their domestic online sales,
followed by domestic in-person sales. SMBs ranked international online sales as
their third priority.

SMBs were not prompted by the pandemic to begin selling online. The same
SMBs that reported not selling online prior to COVID-19 are still not selling online.®
It is worth noting that SMBs employing 11-50 people were more likely to sell online
than those employing 1-10 people (53% and 30%, respectively).

A small percentage of SMBs closed physical stores since the onset of the COVID-19

pandemic. 13 percent of surveyed SMBs reported closing a physical store.
SMB Business Growth Goals for the Next Two Years

SMBs in E-commerce Pre-Covid and 2022 Domestic

online sales

53% 53%
46% 47% Domestic @ o
in-person sales 31% 44% 17% 7%
International
2%
International
in-person sales I
Selling online Not selling online I 1st Priority I 2nd Priority I 3rd Priority I 4th Priority

I Pre-COVID/2020 I 2022

6 One SMB was founded after the pandemic had begun.
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SMBs have varied experiences concerning their top challenges to e-commerce
sales. SMBs reported the following as their top challenges to e-commerce sales:

e online marketing and branding (57%)
e obtaining financing to advance e-commerce (56%)
e access to information on how to run an e-commerce business (52%)

However, this is certainly not the experience of all SMBs; just under half reported
these same areas as being not challenging.

Few SMBs reported e-commerce logistics challenges as “very” challenging.
Supply chain disruptions (37%) were the greatest challenge to SMB logistics.
However, nearly two-thirds of SMBs report this as not challenging at all, and it was
not applicable to many. This makes sense given that few of the sampled SMBs sold
goods and products that require packaging and shipping.

Challenges to SMB E-commerce Logistics

50%
46%

43% 43% 44%

24%
- 30%
28%  26% .

0% 20% 22%
15%
7%

. =l =0l =
| | |

Storage and Supply chain Product Provision of Management of
management disruptions packaging contactless online after-sales
of inventory and shipping delivery to services

customers (e.g, returns)

I Very challenging Somewhat challenging I Not challenging I Notapplicable

Challenges to SMB E-commerce Sales

O
56%  43% g

26% . I
35%
.46% 4

56%

39% 50%

46%
.44% 39% 35‘744% .
28% S99, . ' 30%
0
57 =
37% % 30%
26%
13% 13% 13%
9% 11%
0
7% 7%
l I -
Access to information Access to Access to Compliance with Online Setup and Management of Recovering the Cybersecurity Learning about
abouthow torun reliable internet financing for business marketing and management of online sale cost of and online and complying
an e-commerce upgrading to registration branding e-payments platforms e-commerce fees safety with digital laws
business e-commerce requirements and regulations
-
I Very challenging Somewhat challenging I Not challenging

©2022 United Parcel Service of America, Inc.

Supporting SMB Growth: Unlocking Opportunities through E-commerce | United Arab Emirates | 87



Women-owned SMBs are more likely to sell on a global online marketplace SMBs ranked access to reliable internet services and other digital infrastructure
(43% of women compared to 0% of men). All women-owned SMBs and most as the highest priority policy intervention to support engagement in
men-owned SMBs sell online via social media. While not part of this survey, 2019 e-commerce. Unlike in other countries like the UK, simplifying e-commerce
research into e-commerce in the UAE indicates that Facebook and Instagram were regulations, taxes, and fees was ranked as the last priority by the majority of SMB

the most popular social media platforms for selling online.” More detailed research owners in the UAE (56%).
into understanding the challenges associated with social media sales and logistics
could identify additional ways to support SMB uptake of e-commerce.

SMBs that sell online generally found government policies to be helpful during
2021. They found the following policies and programs particularly helpful:
Access to reliable internet

SMB Policy Priorities to Support Expanding E-commerce
e access to trusted internet services and other digital infrastructure (81%) services and other digital

. . . infrastructure
e simplified e-commerce regulations, taxes, and fees (78%)

e access to business credit (70%)

. _Accessto 31% 24% 26% 15% 4%
More than half of SMB owners also found access to e-commerce training (65%) and business credit
access to e-commerce subsidies (57%) helpful.

Access to subsidies
for e-commerce

Helpfulness of Government Policies to SMB E-commerce

48% Access to training & L
48% 50% FopeeuL 1% | 11% 30% 31% 17%
41%
44% Simplification of
— e-commerce business  Z 15% | 7 19% 56%
regulations, taxes, and fees
43%
I 1st Priority I 2nd Priority . 3rd Priority I 4th Priority I 5th Priority
33%
30
% 28%
20%
19%
7% 159 17%
13%
i} I
Access to reliable Access to Access to Access to Simplification of
internet services business credit subsidies for training about e-commerce business
and other digital e-commerce e-commerce regulations, taxes,
infrastructure and fees
I Very helpful Somewhat helpful I Not helpful

7 Nearly seven in ten UAE residents trust social media shopping, The National, September 2019
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Why Are Some SMBs Not Selling Online?

SMBs that are not currently selling online are mostly unsure if their business
would benefit from expanding to online sales. Of the respondents not selling
online, nearly two-third did not know if expanding to online sales would benefit
their business, suggesting that helping SMB owners better understand the costs
and benefits of online sales may support uptake of e-commerce.

SMB Belief they Would Benefit from Expanding to Online Sales

62%

Don't change

20%

Beneficial

N

Constraints to SMB Expansion to E-commerce

21%

Top four constraints to SMBs expansion to e-commerce:

e compliance with business registration requirements (49%)

access to financing for upgrading to e-commerce (43%)

learning about and complying with digital laws and regulations (43%)
e access to information on how to run an e-commerce business (41%)

SMBs not selling online need basic support, including support in business
registration processes. SMBs ranked compliance with business registration
requirements as the greatest barrier to expanding to e-commerce. In addition,
many SMBs reported several important aspects of e-commerce—such as online
sales, online marketing, recovering the cost of e-commerce fees, and managing
e-payments—as being “not applicable” as a barrier. This demonstrates a need to
build a stronger understanding of the business functions that enable successful
expansion to e-commerce. Educating SMB owners on these areas may better equip
them to determine if online sales are a strategic growth area for their business and
assess what barriers currently exist to transitioning to e-commerce.

While access to reliable internet was rated as “not a constraint” by 44 percent of
SMB owners who are not currently selling online, it was rated a constraint by more
than one-third of SMB owners (34%), demonstrating that the foundation of reliable
internet access for e-commerce could be more evenly distributed.

46%
44%
20% 28%
18% 41%
39% 39%
23% 56%
219 " 26%
33% 33% 33%33%
30% 30
28% 28 8 20%
. 13‘% 26
Q
23% gB% 23% 23% 209
139
16%
15 5%
13 13% 139
11% 1%
8% 8%
7%
I I I i
Access to Access to Access to Compliance  Cybersecurity Facilitation ~ Learningabout Management Online Recovering Set-up and
information about  reliable financing for  with business and online of logistics:  and complying of online sale marketing the cost of management
how to runan internet upgrading to registration safety packaging, with digital platforms and branding e-commerce of e-payments
e-commerce e-commerce  requirements storing inventory,  laws and fees
business shipping regulations
I Very constraining Somewhat constraining I Not constraining I Not applicable
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SMBs that do not sell online prioritized access to trusted internet and business Trends in Exporti ng

credit as their top priority areas for support to transition to online sales. This

suggests that SMB owners feel they do not have a strong foundation of access to Exporting has gotten easier for SMBs. Only a small percentage (11%) of surveyed

internet and financial capacity to shift to selling online. SMBs engage in exporting, but all of them reported that exporting has gotten
easier since the COVID-19 pandemic? This indicates an opportunity for educating
SMB owners who are not currently exporting, by helping them realize that the
conditions for export have become easier.

SMB Policy Intervention Priorities to Support Expanding into E-commerce

Top three challenges to SMB e-commerce exports:

Access to reliable
ahd othar digital 18% 8% 11% * management of e-payments and taxes from international customers (69%)
infrastructure

e facilitation of shipping and trade logistics (64%)
e access to information on international markets, trade compliance, and customs

Access to subsidies 31% 21% 5% requirements (54%)
for e-commerce

) Access to 23 30 15 16% 16%
business credit & & e ¢ Challenges to SMB E-commerce Exports

46%
Access to training 11% 13% 26% 26% 23% B
about e-commerce

38% 46%
T 46% 469

Simplification of
e-commerce business A 10% 10% 28% 44%
regulations, taxes,
and fees 31%
23%
I 1st Priority l 2nd Priority l 3rd Priority l 4th Priority I 5th Priority 15%
I =

Access to information  Management Navigation of
oninternational of e-payments export taxes
markets, trade and taxes from and duties
compliance, and international

customs requirements  customers

I Very helpful Somewhat helpful

8 All of these SMBs were exporting both prior to and during the pandemic, enabling a strong comparison of the changed conditions for export.

62%
54%
46%
[
31%
8%
0% |
Protection of Facilitation of
intellectual shipping and

property rights trade logistics

I Not helpful

©2022 United Parcel Service of America, Inc. Supporting SMB Growth: Unlocking Opportunities through E-commerce | United Arab Emirates | 90



Government policies and programs that provided access to information about Access to information about international trade is a high priority. SMB owners

international trade have been helpful to SMBs. More than 75 percent of SMB overwhelmingly identified access to information as their top priority, navigation of
owners felt that access to information and protection of intellectual property rights export taxes and duties as second priority, and management of e-payments from
policies were either “very” or “somewhat” helpful. However, more than one-third international customers and facilitation of shipping logistics tied as a third priority.
(38%) reported that policies and programs to help them navigate taxes and export Far fewer SMBs ranked support in intellectual property rights as a priority area.

duties were unhelpful.

SMB Policy Intervention Priorities to Support E-commerce Exports
Helpfulness of Government Policies to SMB E-commerce Exports

0%
Access to information on
international markets, 1F0 =0
trade compliance, and 62% 15 15%" 8%

customs requirements

Navigation of export 15%

50,
taxes and duties 23 15%

5
Bl ks

o7 Management of
38% e-payments and taxes

31% S e o 1%
- 23%23% 23%

(v (7
15% 15% Protection of intellectual -
o property rights 8% 15% 46% 31%
= l I
Access to information  Management Navigation of Protection of Facilitation of Facilitati ¢ <hiopi
on international of e-payments export taxes intellectual shipping and acilitation of shipping A
markets, trade and taxes from and duties property rights trade logistics and trade logistics 8% 1% | 8% 15% 38%
compliance, and international

customs requirements  customers

“

I Very helpful Somewhat helpful . Not helpful

1st Priority 3rd Priority I 4th Priority I 5th Priority




Sustainability

Although more than half of SMB owners report their business is ‘green,” most do
not currently have an interest in advancing sustainability throughout business
operations. A majority (68%) ranked their SMB as being ‘green’ or environmentally-
friendly, yet more than half have no plans to advance sustainability in any area of
their business in the next three years.

Women SMB owners were less likely than men SMB owners to have plans to make
their business more ‘green’ in the next three years (44% versus 65%, respectively).

Current Practices vs. Future Plans for Environmental Sustainability

56%
52%
43%
41% .
21%
13%
11%
8% 7%
6% g °
5% 4%
. || [ ||
Products Product Packaging Shipping Manufacturing Transportation None of these
Packaging
Today (2022) Next 3 years
I / ey

SMB Environmental Sustainability

Not applicable

23%

I don't know

1% %
Notatall

N
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United
Kingdom:

Supporting SMB Growth:

Unlocking Recovery
through E-commerce

The United Kingdom (U.K.) is ranked as the sixth best place in the world for small and medium
businesses (SMBs) to do e-commerce! and considered to be the most advanced e-commerce market in
Europe.? This is good news for the approximately 5.5 million SMBs in the country.®> However, many are
still recovering from the impacts of COVID-19 and are struggling with new trade regulations from the
Trade and Cooperation Agreement with Europe.*

UPS, in partnership with Nathan Associates and Lowe Consultancy Services, surveyed 100 SMBs in
the U.K. to better understand the challenges they are facing and the ways in which the flourishing
e-commerce market can help them grow and adapt to the rapidly changing global economy. In
addition to assessing general trends for how SMBs are engaging with e-commerce domestically and
internationally, the survey also sought to identify the relative experiences of women-owned SMBs
compared to men-owned SMBs and general SMB perspectives around sustainability.

The survey identified the following key findings:

¢ Supply chain disruptions and decreased in-person sales continue to be major pandemic-related
challenges for SMBs. Difficulty attracting customers and maintaining cash flow are also significant
challenges.
E-commerce is a priority for SMBs. The number of SMBs that have begun conducting business online
has increased by 20 percentage points in the last year. Surveyed SMBs also ranked e-commerce sales
as their top priority for business growth over the next two years. However, this growth priority was
specifically for domestic e-commerce sales, which were of higher priority than international sales,
with SMBs ranking in-person domestic sales as their second growth priority.
SMBs need support with logistics, navigating supply chain disruptions, and online marketing.
SMBs that sell online ranked these as priority challenges in running an e-commerce business.
SMBs are struggling with exports. SMBs reported that exporting has not gotten any easier since the
start of COVID-19. Many express ongoing frustrations with the implications of Brexit on their trade
with Europe. Few SMBs see international trade as a priority; they ranked growth in international
e-commerce sales as their third priority after domestic sales both online and in-person.

1 Best Place for MSME Ecommerce Index, eTrade Alliance

2 E-commerce in the United Kingdom (UK) - statistics & facts, Statista, January 2022

3 UK Small Business Statistics: Business Population Estimates for the UK and Regions in 2021, The Federation of Small Businesses
4 One year on, Brexit deal gets massive thumbs-down, SmallBusiness.co.uk, February 2022

United Kingdom
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https://www.fsb.org.uk/uk-small-business-statistics.html
https://smallbusiness.co.uk/one-year-on-brexit-deal-gets-massive-thumbs-down-2559721/

Policy Recommendations

Increase Business Capacity for SMBs: S\MBs overwhelmingly indicated a lack
of know-how in online marketing and branding, lack of access to information
on how to run an e-commerce business, and logistical constraints. This

can be addressed by expanding special funds for SMBs, tax credits, or other
advisory services designed to help SMBs develop and boost their online
presence and help them manage logistics, inventory, and shipping. Data

also shows that the take up of small business services launched since

the pandemic has also been slow. Part of the solution could be greater
awareness raising of existing services offered by the government.

Modernize Trade Agreements: Trade agreements should include modern
customs provisions that can help take the time, cost, and complexity out
of trade through additional services liberalization. The government should
set high standards for fair competition, provide for a level playing field for
SMBs, and facilitate the terms of trade for SMBs and consumers.

Simplify Administrative Process for Trade: Simplification of taxes, fees,
and administrative processes associated with trading across borders will
help SMBs become more efficient and productive and will enable logistics
companies such as UPS to get goods to their final destination more quickly,
which will also broaden the business horizons of SMBs.

Increase Logistics Support: SMBs have identified the need for support
with logistics around packaging, inventory, and shipping. Both the
government and logistics partners could work together to help SMBs
with management of inventory, efficient and cost-effective transport
and delivery services, and help businesses scale up to fulfill higher
volume orders.




Business Characteristics of Surveyed SMBs

Business Owner Gender Business Size
40% of surveyed SMBs were women-owned The vast majority of SMBs employed 10 or
businesses* fewer people. The vast majority of SMBs
employed 10 or fewer people.
40%
Women 55%
33%
59% 10
MZ’] —% 0% 1% 1%
—— Iamthe 1-10 11-50  51-100 101-300 Over 300
only people people people people people

employee

Top 5 Sectors

The most common sector in which SMBs
work was food and drink.

100 SMBs

Food & Drink 20%
Fashion & Apparel
Professional Services
Home, Garden & Furniture

Gifts & Collectibles

in United Kingdom

SMBs engaged in B2B or B2C

online sales Of the SMBs currently engaged in .
e-commerce, the large majority sold directly

77% of SMBs sold online, and 86% of these to customers.

businesses sold products online that needed

to be packaged and shipped. 18%

77% 923% BZB_/’ —

Sold online ! B2C

*1 percent of SMBs said they weren't sure if the business was a women-owned business.

Didn’t sell online

©2022 United Parcel Service of America, Inc.

Business Age

Nearly one-third of SMBs started their
business during the COVID-19 pandemic.

less than 2 years 30%
3-5years 26%
6-10 years
11-20 years

21+ years

Physical Stores

Over one-third of SMBs did not have a
physical store.

35%
No physical store 50%
1 physical
store
15%
2 or more
physical stores ~

Business Location

The majority of SMBs were based in London.

Supporting SMB Growth: Unlocking Opportunities through E-commerce | United Kingdom | 95



Top pandemic-related challenges facing SMBs

Top four pandemic-related challenges facing surveyed SMBs in 2021-2022: Two of these challenges—disruption in supply chain and declines in in-person

o difficulty in attracting customers (70%) sales—were also reported as top challenges in a similar survey from the prior year.

e disruption in supply chain (67%) 2021 2022

: jgg::i:cilni Z;Ziril(z) r\lNS?6|e3$c,7°()67%) o Increased demand for home delivery (73%) Difficulty attracting customers (70%)
a)isruption in supply chain (69%) ~ 7 Disruption in supply chain (67%)
9 Online sales increased (67%) Decreased in-person sales (67%)
mecreased in-person sales (61%) / Decrease in cash flow (63%)

Challenges Due to COVID-19

88%
90, 27%
19% 27% [ |
] 14% [ | 45%
B
(v
40% 40% o
48% 49% 37% N B
43% [ 43%
40% 39%
o 359
33% 35% 34% %
30% 28%
26%
17% 17%
10% 11% 11%
6%
0%
Decrease in Decrease in Disruption in Difficulty Increase in Increased Increased need Additional costs Setting up Increased need
in-person sales cash flow supply chain attracting online sales demand for to offernew  to comply with and/or for logistics
customers home delivery products new regulations managing support
and/or services e-payments
I Very challenging Somewhat challenging . Not challenging
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E-commerce Trends

The number of SMBs selling online has increased since the onset of the
COVID-19 pandemic. The number of SMB owners that report selling online has

increased by 20 percentage points from pre-COVID to 2022

Few SMBs closed physical stores. Even with this increase to online sales, only
8 percent of SMBs reported closing a physical store since the start of COVID-19,

regardless of gender, business size, or location.

SMBs in E-commerce Pre-Covid and 2022

77%

57%

Pre-COVID/2020 2022

©2022 United Parcel Service of America, Inc.

SMBs overwhelmingly noted a desire to grow their domestic online sales,
followed by domestic in-person sales. They reported international e-commerce
sales as their third priority. These findings suggest that supporting SMB owners to
strengthen their existing online clients while expanding to new clients would be a
desired intervention. Programs or policies that aid exporting would do well to first
build SMB owner demand.

SMB Business Growth Goals for the Next Two Years
0%

Domestic
online sales

32% 5%

Domestic

. 200 20

in-person sales 29% 574
International A 65% 39
online sales 0970 J7/4

0%

International

in-person sales 4% 95%

I 1st Priority I 2nd Priority I 3rd Priority I 4th Priority
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Challenges to SMB E-commerce Logistics
SMBs that are currently selling online overwhelmingly indicated that they 43%

are dealing with more logistical challenges than sales challenges. The only
online sales challenge substantially identified by SMBs was online marketing
and branding (77%). They ranked the following challenges to their e-commerce

29%

_ 53%
logistics most frequently:
e storage and management of inventory (72%) l
e supply chain disruptions (65%) 36%347 27%
. . . (4
e product packaging and shipping (48%) 29% 57,
. . 10%
We used to sell 30-40 percent of products online. I am reducing 5%
this to about 15 percent as supply chain issues including lack of B
lorry drivers and increase in container ship prices have meant I am Storage and Supply chain Product Provisionof  Management of
management disruptions packaging contactless online after-sales
. . . . . . i " d shinpi deli 4 h
significantly reducing the variety of items we sell online. of inventory andshipping  delivery to i
I Very challenging [ | Somewhat challenging l Not challenging
Challenges to SMB E-commerce Sales
92%
84%
79%
O
77% 60% 74%
68%
65% 62%
57%
26%
18%
18% . 22% 16%
2% u = 17% 13% m -
[ | [ |
5% 5% o S 5%
C 4% 0 | - 4% o
- = - — 0% = 0% - -
Access to information  Access to Access to Compliance with Online Setup and Management of Recovering Cybersecurity  Learning about
about how to run reliable financing for business marketingand management of online sale the cost of and online and complying
an e-commerce internet upgrading to registration branding e-payments platforms e-commerce fees safety with digital laws
business e-commerce requirements and regulations
I Very challenging [ | Somewhat challenging I Not challenging
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Most SMBs that sell online use their own website for sales, followed by social
media platforms. Just over one in five are using a global online marketplace
like Amazon for sales.> Women-owned SMBs were statistically less likely to sell
products on a partner company’s online platform (used by 25% of men-owned
SMBs versus only 6% for women). This suggests that networking opportunities
may add value to women's SMBs.

SMBs that sell online generally did not find government policies helpful during
2021. While over half of SMBs (51%) found access to business credit to be helpful
and about one-fifth found access to subsidies for e-commerce helpful, less than 10
percent reported that government policies related to training about e-commerce;
simplification of e-commerce business regulations, taxes, and fees; and access to
reliable internet were helpful. This may indicate more government policy supportis
needed, or that SMBs are not aware of the support available.

Women may be less aware of government policies and programs to support SMBs
in e-commerce. When asked about which policies were helpful in the last year,
women-owned SMBs were more likely to answer “I don't know” about policies to
simplify e-commerce regulations. In addition, 45 percent of women SMB owners
stated that access to subsidies for e-commerce was not applicable, while only

11 percent of men SMB owners said the same. This implies a potential gender
difference in understanding of various government policies.

Helpfulness of Government Policies to SMB E-commerce

69%
38%
35%
29%
26%
17%
6%
3%
0% (] 0%
Access to reliable Access to Access to Access to Simplification of
internet services business credit subsidies for training about e-commerce business
and other digital e-commerce e-commerce regulations, taxes,
infrastructure and fees

Somewhat helpful Not helpful

I Very helpful

5 This is somewhat different from responses from SMBs surveyed in 2021. In the 2021 survey, 52% of U.K. SMBs used an online platform and 49% used a partner company’s online platform. Strikingly different from the 2022
survey, only 5 percent of SMBs had their own website and 23 percent sold online using social media. Because the samples were different for the 2021 and 2022 survey, it is difficult to draw conclusions from this, but perhaps

worth further exploration.
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SMBs ranked the simplification of business regulations, taxes, and fees as the second priority, while only 7 percent of men did so. Men overwhelmingly placed
highest priority policy intervention to support their engagement in e-commerce. access to training as their last priority (45%). Of course, this does not mean that
This was the highest priority of both SMBs currently selling online and SMBs that women-owned SMBs need more training and less financing than men-owned
are not. There were also some notable gender differences. 32 percent of men SMBs, but it does suggest different behavioral patterns that should influence the
ranked access to subsidies for e-commerce as their second priority, whereas only 9 way policies and programs are targeted and communicated to ensure they reach
percent of women did so. 27 percent of women ranked access to training as their both men-and women-owned businesses equally.

SMB Policy Priorities to Support Expanding E-commerce

T ommarce owners 33% 30% B0% 9% 18%
business regulations, Men

taxes, and fees owners_ 48% 18% 20% 9% 5%

internet servicesand ~ OWNers 7% % L % &
other digital -
Infrastructure  owners 18% 5% 11% 25% 41%

W - L0
Access to O%Vn;irrls 15% 18% 33% 24% 9%
busi di _
usiness credit OWNr‘]i?S 16% 39% = i

2%
Women- 15% 9 339% 21 21
Access to subsidies for ~ OWners < % 33% % %
e-commerce Men

owners 14% 32% 32% 16% 7%

e i e 36% 6%
Access to trainingabout ~ OWNers 15% 27% 15% 36% 6%
COMMEE  ners AR %21 36% 45%

I 1st Priority I 2nd Priority 3rd Priority I 4th Priority I 5th Priority
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Why Are Some SMBs Not Selling Online?

SMBs that are not currently selling online are mostly unsure if their business
would benefit from expanding online.

Of the respondents not selling online, 61 percent did not know if their business
would benefit from expanding to online sales. Only 22 percent said yes, and 17
percent said no. This suggests that empowering SMB owners to understand the
costs and benefits of online sales is a potential strategy for expanding uptake of
e-commerce.

Many expressed that they weren't sure if the costs of setting up online would be
worth the benefits. A few SMBs noted that they used to sell online, but have since
stopped for various reasons, including the challenges of after-sales customer service,
experiences with fraud, and difficulty in competing with other online stores.

SMB Belief They Would Benefit from Expanding to Online Sales

22%
Beneficial
e 61%
&~ Unsure

We used to sell online, however we had a number of
issues with after sales and returns that made it more
hassle than it was worth. Additionally, during COVID
we were being undercut by online competitors.

The start-up time, cost, and management,
along with then shipping perishable goods has
so far put us off of [expanding to online sales].
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Top four constraints to SMB expansion to e-commerce: While the top four constraints outline key areas to support SMBs to transition to

online sales, the survey also showed there is also a lack of understanding of the
role of cybersecurity, management of online sale platforms, recovering the cost of
e-commerce fees, and the setup and management of e-payments. Educating and
informing SMB owners on these areas may help them to determine if online sales
is a strategic growth area for their business.

e facilitation of logistics: packaging, storing inventory, shipping (91%)

e online marketing and branding (74%)

e access to financing for upgrading e-commerce (61%)

® access to information about how to run an e-commerce business (57%)

Constraints to SMB Expansion to E-commerce

100%
61%
78%
48%
57%
48%
48%
48% 48%
39% 39%
35% 35%
30% 30% 30%
26% 26%
22% ‘7 17% 22%
17% 17%) 7%
i ™
9% 4% 9%
0% 4% 4%4% 4% 4%
0% I 0% . o% ] | 0%
Access to Access to Access to Compliance  Cybersecurity Facilitation ~ Learningabout Management Online Recovering Set-up and
information about  reliable financing for  with business and online of logistics:  and complying of online sale marketing the cost of management
how to run an internet upgrading to registration safety packaging, with digital platforms and branding  e-commerce of e-payments
e-commerce e-commerce  requirements storinginventory,  laws and fees
business shipping regulations

I Very constraining
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. Somewhat constraining

l Not constraining
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The main priority for policy intervention for SMBs who want to expand to online
sales was simplification of e-commerce business regulations, taxes, and fees.
This suggests that SMB owners not currently selling online do not have a strong
understanding of the legal and regulatory requirements of e-commerce. Access to
subsidies for e-commerce was also a high priority, with over half (56%) identifying
it as a first or second priority.

SMB Policy Intervention Priorities to Support Expanding into E-commerce
0%

Simplification of
e-commerce =
business regulations, 65% 17% 13% 4%
taxes, and fees

0%
Access to subsidies T
for ereommere JJ% 9%
0%

Access to 07 1R0

business credit 48% 26%
Access to

training about A% 26% 4% 48% 17%
e-commerce
Access to reliable
internet services

and other digital (&4 17% 78%
infrastructure

I 1st Priority l 2nd Priority I 4th Priority I 5th Priority

3rd Priority
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Trends in Exporting

22 percent of the surveyed SMBs are selling internationally. For the majority
of these, export sales represent 20 percent or less of their total sales. The top
e-commerce export destinations were to Europe and Eurasia (55%) and North
America (50%).

Exporting has not necessarily gotten easier for SMBs. Despite the significant
global shift toward e-commerce, only 32 percent of SMBs that sell internationally
reported that exporting has gotten easier. When asked about Brexit-specific
challenges to exporting, respondents pointed to increased costs, confusing laws
and regulations, loss of the European Union market, and shipping delays as being
particularly challenging.

Have E-commerce Exports gotten easier since the start of COVID-19?

59%
32%
9%
Easier Not easier I didn't export before

the pandemic

It has been very difficult securing customers
abroad with extremely confusing legislation
and transporting equipment across to the EU.
Brexit plus Covid was very confusing.
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Top three challenges to SMB e-commerce exports: SMBs that export do not feel that government policies are aiding their efforts to

® access to information on international markets, trade compliance, and customs export in the COVID-19 and Brexit context.
requirements (77%)
* navigation of export taxes and duties (73%)

* facilitation of shipping and trade logistics (64%) Helpfulness of Government Policies to SMB E-commerce Exports

However, the experiences of SMBs are not monolithic. For example, management 86%
of e-payments was “very” or “somewhat” challenging for half of surveyed SMBs, yet 82% 82% 82%
41 percent reported it was not a challenge.

55%
Challenges to SMB E-commerce Exports
41%
. 41%
.
B
9% 9%
32% — —_— 5% 5%
- 45% _ 0% L 0% 0% 0% 0% 0%
1% 1% Access to information Management Navigation of Protection of Facilitation of

on international of e-payments export taxes intellectual shipping and
36% 23% |36% markets, trade and taxes from and duties property rights trade logistics

32% compliance, and international
18% IS%I

customs requirements customers
27%
| |
I Very helpful Somewhat helpful l Not helpful
I 14%

Access to information Management Navigation of Protection of Facilitation of

on international of e-payments export taxes intellectual shipping and

markets, trade and taxes from and duties property rights trade logistics
compliance, and international

customs requirements  customers

I Very challenging Somewhat challenging l Not challenging
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Access to information about international markets and trade was the top
priority for government support. SMBs overwhelmingly identified access to
information as the greatest priority, with navigation of export taxes and duties

as their second priority, and management of e-payments from international
customers as a third priority. Unlike prior responses that emphasized shipping and
logistics as a major challenge, far fewer SMB owners ranked support in shipping
logistics for exports as a priority policy intervention.

When asked specifically about export challenges in the context of Brexit, nearly
three-quarters of respondents chose to comment. The most common answers

cited were increased costs of shipping, confusion around trade laws and

regulations, and difficulty in navigating regulations. Examples of how SMBs coped
include: one respondent opened a European subsidiary to maintain business, one
respondent reported having to pass increased local hire staff costs onto customers,
and one respondent noted that they lost access to the European Union market. In

total, respondents reported increased costs and increased confusion.

SMB Policy Intervention Priorities to Support E-commerce Exports

Access to information
on international
markets, trade
compliance, and
customs requirements

Navigation of export
taxes and duties

Management of
e-payments and taxes
from international
customers

Facilitation of shipping
and trade logistics

Protection of intellectual
property rights

I 1st Priority

0%

36% 1)'1
0%

I 2nd Priority

3rd Priority

N
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I 4th Priority

I 5th Priority
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Sustainability

SMB owners demonstrated a strong interest in being environmentally-friendly in
their business operations. A large majority (83%) report their SMB as being ‘green’
or environmentally-friendly, and the majority seek to make improvements across

their business areas, particularly in transportation, including shipping and delivery.

Current Practices vs. Future Plans for Environmental Sustainability

67%
62%
57% 56%
51%
46%
38%
21%
17% 16%
I II i
-
Products Product Packaging Shipping Manufacturing Transportation None of these
Packaging
I Today (2022) Next 3 years
||

SMB Environmental Sustainability

2%

Not at all

\ 19%
Not very Very

\\/_
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Vietham:
Supporting SMB Growth:
Unlocking Recovery
through E-commerce

The survey identified the following key findings:

AwnN—

(6]

E-commerce is a priority for SMBs. Of the surveyed SMBs, more women-owned SMBs than men-owned
SMBs moved into online sales since the start of the pandemic. However, more men-owned SMBs than
women-owned SMBs have prioritized e-commerce—both domestically and internationally—as their top
priority area for growth.

Decreased in-person sales was the top challenge facing SMBs surveyed in 2021 and 2022. The number
of SMBs selling online since the start of the pandemic increased by over 25 percent, while nearly one-
third of SMBs reported closing physical stores in the same period, indicating e-commerce has been an
important tool for SMB sales.

Women-owned SMBs reported more challenges in their e-commerce operations. This was particularly
true with regards to access to information about how to run an e-commerce business, access to internet,
access to financial resources, management of online platforms, and supply chain disruptions. However,
women-owned SMBs were also more likely to indicate that certain types of government support were
helpful, specifically access to business credit, than men-owned SMBs.

Access to information about international markets and requirements is a top challenge and priority for
SMBs. Only a small percentage of the sample was currently selling internationally, but they consistently
prioritized access to information about global markets, trade compliance, and customs requirements as
their priority need.

E-commerce in Vietnam - statistics & facts, Statista, April 2022

Roundtables: Small and Medium Enterprises and the EVFTA, Ministry of Planning and Investment, March 2021

Vietnamese SMEs achieve breakthrough growth with cross-border e-commerce, Vietnam Investment Review, December 2021

Over 57.5 per cent of Vietnamese SMEs struggle with digital transformation: How can they cope with the challenge?, Vietnam Investment
Review, April 2021

Best Place for MSME Ecommerce Index, eTrade Alliance


https://www.statista.com/topics/5321/e-commerce-in-vietnam/%23dossierKeyfigures
https://www.mpi.gov.vn/en/Pages/tinbai.aspx?idTin=49802&idcm=133
https://vir.com.vn/vietnamese-smes-achieve-breakthrough-growth-with-cross-border-e-commerce-89998.html
https://vir.com.vn/over-575-per-cent-of-vietnamese-smes-struggle-with-digital-transformation-how-can-they-cope-with-the-challenge-83754.html
https://vir.com.vn/over-575-per-cent-of-vietnamese-smes-struggle-with-digital-transformation-how-can-they-cope-with-the-challenge-83754.html
https://www.allianceforetradedevelopment.org/best-place-for-msmes-in-commerce

Policy Recommendations

Expand SMB Digitization Support: Support SMBs with online marketing
and branding and access to information on how to run an e-commerce
business. This was a major obstacle for SMBs who want to expand into
e-commerce as well as those trying to expand their presence online.
Continue to keep SMBs up to date on information on international
markets, compliance, and customs requirements.

Support Access to Finance for SMBS: SMBs in Vietnam identified access to
finance and business credit as a major barrier to expanding to e-commerce.
Policies should support more SMB lending by banks, as well as alternative
financing such as crowdfunding, fintech, and additional methods to
determine credit worthiness, such as alternative credit scoring based on
transaction data. Support can also leverage partnerships with e-commerce
platforms to offer discounts and financing that make the upfront costs of
transitioning to e-commerce less burdensome.

Invest in Digital Trade Infrastructure: Digitize customs and tax collection
processes to make cross-border trade more efficient

Protect Intellectual Property Rights: Provide support to SMBs to protect
intellectual property rights and shorten the timeline (currently two years)
for approval for IP rights. Improve the mechanisms and policies to create
favorable conditions for enterprises in creating, forming, exploiting, and
protecting their intellectual property rights.

Streamline Trade Policies and Border Procedures: Simplify customs

and processes for duty and tax collection for low-value shipments by
removing the limitations on the number of orders with tax and special
inspection exemptions per day and per month and reduce information
requirements to clear low-value shipments. The current e-commerce cross-
border transaction management decree, which is being drafted, limits
exempted shipments to one order per day and four orders per month or
per shipper, making the process of identifying which orders are exempted
very complicated and time-consuming. The HS codes are also required for
low-value shipments for tax purposes, which further delays the clearance
process. Customs and tax collection processes should be digitized to make
cross-border trade more efficient.




Business Characteristics of Surveyed SMBs

Business Owner Gender

43% of surveyed SMBs were
women-owned business.*

43%
Women @ i;\

Top 5 Sectors

The most common sector in which SMBs

work was food and drink.

Food and Drink

Manufacturing

Professional Services
Computer Software,
Apps, Digital Content
Computers, Electronics,
and ICT Equipment

SMBs engaged in

online sales

67% of SMBs sold online, and 75% of these
businesses sold products online that needed

to be packaged and shipped.

67% 33%

Didn’t sell online

,

Sold online

9%

Business Size

The majority of SMBs employed
10 people or less.

43%

29%

10%

7%

lam 1-10 11-50  51-100 101-300
theonly people people people people
employee

113 SMBs

in Vietnam

B2B or B2C

Of the SMBs currently engaged in
e-commerce, the large majority sold
directly to customers.

8%

Other 7%;%():
18% —
B2B

*4 percent of SMBs said they were not sure if the business was a women-owned business.
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2 or more
phy5|cal stores

Business Age

More than half of SMBs started their
business within the last five years.

22%

less than 2 years
3-5years 30%
6-10 years 26%
11-20 years
21+ years

Physical Stores

Three out of four SMBs had at least one
physical store.

24%

No physical store

A
33% Py

Business Location

66% of SMBs have their primary business
location in either Hanoi or Ho Chi Minh City.
22% are in other urban areas and 12% are in
rural areas or small towns.

Hanoi or Ho

Chi Minh City other
999 urban areas

rural or o

small town  12%




Top Pandemic-related Challenges Facing SMBs
Top four pandemic-related challenges facing surveyed SMBs in 2021-2022:

e decreased in-person sales (88%)

e decreasein cash flow (86%)

e supply chain disruption (83%)

e difficulty attracting customers (81%)

In a similar survey from the prior year, SMBs also reported decreased in-person
sales as the top challenge from COVID-19, suggesting that they still view in-person
sales as an important aspect of their business sales.

| ]
|
52% 50%
10%
= -
Decrease in Decrease in
in-person sales cash flow

6 The 2021 survey surveyed a different sample of SMBs.
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There were some significant gender differences. For example, women-owned SMBs

were significantly more likely to report that increases in online sales and demand

for home delivery were either “very” or “somewhat” challenging (71% compared to

38% of men-owned SMBs). This may be because more women than men moved
sales online during the pandemic. Men-owned SMBs were also more likely to
report that demand for new products or services was not challenging.

2021
aDecreased in-person sales (74%)

9 Setting up and managing e-payments (73%)

9 Additional costs related to COVID-19
restrictions and compliance (67%)

0 Increasing demand for home delivery (65%)

Challenges Due to COVID-19

. R
.
| ]
|
—
47% [
43%
34%
29%
26%27% 24%24% 27%
21% 21%
16% 17%
u . I I I
Disruptionin  Difficulty attracting Increase in Increased Increased need  Additional costs to Setting up
supply chain customers online sales demand for to offer new ensure compliance and/or managing
home delivery products and/or with COVID-19 e-payments
services restrictions/
regulations
I Very challenging Somewhat challenging I Not challenging

2022

Decreased in-person sales (88%)
Decrease in cash flow (86%)

Supply chain disruption (83%)

Difficulty attracting customers (81%)

26%249%

Increased need for
logistics support
(e.g. packaging,
delivery options,

storing inventory, etc.)
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E-commerce Trends

The number of SMBs selling online has increased over the past two years,
particularly for women-owned SMBs. The percentage of women-owned
businesses that are selling online increased by 23 percentage points since the start
of the pandemic. This is significantly higher than men-owned businesses, which
only increased by about four percentage points.’

More than one-third (36%) of SMBs closed at least one physical store since

the onset of the COVID-19 pandemic, most of whom were women. 35 percent
of women-owned SMBs closed one store compared to only 10 percent of men
owned-SMBs. 73 percent of men-owned SMBs did not close any stores, which was
significantly higher than the 52 percent of women-owned SMBs.

SMBs in E-commerce Pre-Covid and 2022
84%

61% 58%

51%

Men-owned businesses

I Year 2022

Women-owned businesses

I Pre-COVID

7 These rates do not include the SMBs that were not operational prior to COVID-19.
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Expanding e-commerce sales domestically was the top priority for business
growth. When asked to describe their business growth goals for the next two
years, SMBs overwhelmingly indicated a desire to grow their domestic online
sales, followed by domestic in-person sales. However, there were some gender
differences. Women-owned SMBs were significantly more likely to rank domestic
online sales as their third priority than men-owned SMBs. Although not statistically
significant, more men than women ranked online sales both domestically and
internationally as their first priority.

SMB Business Growth Goals for the Next Two Years

0%
Domestic
online sales

0%
Domestic

in-person sales

34%

45% 24%

14%

Men-owned
businesses

Women-owned
businesses
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businesses
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International
online sales

43% 11%

68%
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businesses

69%

I 4th Priority
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Major e-commerce challenges include online marketing and information

about how to run an e-commerce business. More than 80 percent of SMBs said
that online marketing was either “very” or “somewhat” challenging. Other major
challenges indicate they are seeking basic knowledge about how to run an
e-commerce business (78%) as well as financial resources to make the investments
toward digitization (74%).

There were some significant gender differences. Women-owned SMBs were
significantly more likely to rank the following as challenging than men-owned SMBs:

e access to information about how to run an e-commerce business
e reliable internet access

e access to financial resources to upgrade to e-commerce

¢ management of online platforms

Supply chain disruptions are the biggest logistical challenge to SMB e-commerce
operations, particularly for women-owned businesses. 82 percent of all SMBs
ranked this as challenging. Yet about 95 percent of women-owned SMBs ranked
supply chain disruptions as either “very” or “somewhat” challenging, compared to
65 percent of men-owned SMBs.

Challenges to SMB E-commerce Logistics

49%

42%

33%
29%
18%
I o5
Storage and Supply chain
management disruptions

of inventory

I Very challenging

Challenges to SMB E-commerce Sales
47%

(v
46% 6%

37%
B 32%
B 439
39%
36%
32
. 29%
S 7% 18%
I I I i
Access to information  Access to Access to Compliance with Online
about how to run reliable financing for business marketing and
an e-commerce internet upgrading to registration branding

business e-commerce requirements

I Very challenging
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Somewhat challenging

38%
41%

34%
37%
33%
26%28%

i% I I i

Setup and Management of Recovering
management of online sale the cost of

e-payments platforms e-commerce fees

I Not challenging
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and shipping
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Somewhat challenging

36% 42%
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Cybersecurity
and online
safety

46%

34%
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(e.g., returns)
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Most SMBs are selling online via social media. 62 percent of SMBs sell via social
media. Just over one-third sell via their own online store or a local or regional
market (38% and 37%, respectively). Only 9 percent of respondents sell on a global
platform, like Amazon.

Nearly a quarter of surveyed SMBs answered that they are less likely to
experience harassment and discrimination when conducting business online.
There were no significant gender differences, however.

SMBs who sell online generally found government policies to be helpful during
2021, particularly for women-owned SMBs. 70 percent of SMBs and 76 percent
of women-owned SMBs reported that government policies that provided access
to reliable internet were either “very” or “somewhat” helpful, compared to 60
percent of men-owned SMBs. Women were also more likely to report that access
to business credit was helpful (63% compared to 43% of men). In addition, men-
owned SMBs were more likely to answer “l don't know” regarding business credit,
suggesting a gap in knowledge about these types of programs.

Helpfulness of Government Policies to SMB E-commerce

33%
. 34%
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24%
30% 32% 32%
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infrastructure and fees
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SMB owners who sell online ranked access to trusted internet services as their
highest priority policy intervention. The next highest priority interventions were
for greater access to business credit and e-commerce subsidies.

SMB Policy Priorities to Support Expanding E-commerce

Access to reliable
internet services
and other digital

infrastructure

Simplification of
e-commerce
business regulations,
taxes, and fees

Access to
business credit

Access to subsidies
for e-commerce

Access to
training about
e-commerce
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Why Are SMBs Not Selling Online?

SMBs that are not currently selling online see some benefits of e-commerce. Of the
33 percent of surveyed SMBs that are not selling online, nearly two-thirds (62%)
see the benefits of e-commerce to their business. This means that nearly one-third
do not think their business would benefit from e-commerce, and about 8 percent
are not sure.

Top four constraints to SMB expansion to e-commerce:

access to finance for upgrading to e-commerce (70%)

management of online sales platforms (68%)

online marketing and branding (68%)

access to information about how to run an e-commerce business (65%)

It is worth noting that nearly 60 percent said that access to internet was not a
challenge, despite this being a highly ranked policy priority among the same group.
However, a notable minority—more than one-third—of SMBs still struggle with
reliable digital infrastructure.

Constraints to SMB Expansion to E-commerce

46% ;

32% 35%
27%

43% 35%
59%
32%
30%49%  32% 30% I
I 41% .
38%
22%
. 32%
27%
24% 24% 24% 24%
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14% 14% I I
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information about  reliable financing for  with business and online of logistics:  and complying of online sale marketing the cost of management
how to run an internet upgrading to registration safety packaging, with digital platforms and branding  e-commerce of e-payments
e-commerce e-commerce  requirements storing inventory, lawsand fees
business shipping regulations

I Very constraining
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Somewhat constraining

I Not constraining
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Access to business credit is the top priority for SMBs that want to expand into
online sales, followed by access to reliable internet services. Although about
two-thirds of SMBs not currently selling online said that reliable internet is not

a challenge, more than half (57%) ranked it as their first or second priority for
policy intervention.

SMB Policy Intervention Priorities to Support Expanding into E-commerce
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Trends in Exporting

Only 15 percent of all surveyed SMBs (22% of those selling online) are engaged
in e-commerce exports. For these SMBs, international online sales make up an
average of 27 percent of total sales. The majority of these SMBs (59%) export to
other parts of East Asia and the Pacific.

Exporting has gotten easier for SMBs. 53 percent of the SMBs that sell
internationally said that e-commerce exports have gotten easier since the
start of the pandemic. 29 percent disagreed and 18 percent did not export
prior to the pandemic.

Information on international markets and protection of intellectual property
rights were the top export challenges. It is notable that almost two-thirds of
respondents ranked all export challenges as either “very” or “somewhat” challenging.

Challenges to SMB E-commerce Exports

29% 47%

. 299% 29%
. 24%

47%
41% 41% 41%

29% 29% 29%
24%
18%
i i

Access to information Management
on international of e-payments
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compliance, and international
customs requirements  customers

Facilitation of
shipping and
trade logistics

Protection of
intellectual
property rights

Navigation of
export taxes
and duties
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Government initiatives that provided information on international markets
and supported the management of electronic payments and taxes from

international customers were most helpful to surveyed SMBs.

Helpfulness of Government Policies to SMB E-commerce Exports
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Access to information about international trade was the highest priority for
policy interventions. Given that SMBs reported access to information about
international markets, trade compliance, and customs as their greatest challenge
and an area where the government was most helpful, it is not surprising that they
also ranked this overwhelmingly as their top priority area for policy intervention.

SMB Policy Intervention Priorities to Support E-commerce Exports
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Sustainability

Environmental sustainability is a priority for survyed SMBs. A |large majority
(76%) of SMB owners report their business as being either “very” or “somewhat”
environmentally-friendly. In addition, many SMBs report having plans to
incorporate more eco-friendly or sustainable aspects into their businesses,
particularly with regards to products, product packaging, and manufacturing.
Transportation is the area that appears to have the least amount of investment in
environmental sustainability.

Current Practices vs. Future Plans for Environmental Sustainability
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SMB Environmental Sustainability
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