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Overview

1. The potential of E-Commerce for SME exports
2. Key conditions for supporting E-Commerce
3. Brazil's ‘Easy Export’ SME programme

IGC

International
Growth Centre



E-Commerce is fast-growing

World and online trade, 2004-2012

» World Trade: +8% p/a
) /m-%// » Online Trade: +16% p/a
/,// N ~ » E-Commerce:
5 NS » 15% of all online trade
o L | | ~» To double by 2020.
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Source: Lendle et al, 2016
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E-Commerce differs from offline trade

1. Low entry costs expands 2. More equal access to trade
number of export countries (e.g. fewer specialised workers
(e.g. no country office needed) needed: SMEs can export)

Average Market Share Top 5%:
eBay versus Offline Exporters

Average Number of
Destinations Per Exporters
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eBay firms = Offline firms €
Source: Lendle and Vezine, 2014 &l
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- CHL = Chile, JOR = Jordan, PER = Peru, ZAF = South Africa. 4
International Source: Lendle and Olarreaga, 2016
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Key Conditions for E-Commerce

1. Accessing online e-commerce platforms: Internet Access
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Key Conditions for E-Commerce

1. Accessing online e-commerce platforms: Internet Access
2. Reducing Administrative Complexity: Customs Regulation

» Increasing ‘De Minimis’ Threshold (minimum level for import
customs duty and paperwork requirement)

» Limits SMEs ability to offer ‘return services’ (firms have to
pay duty, fill out paperwork on customers’ returned items)

De Minimis is high for Rwanda ($400 per shipment).
Explicit exemption for SME exporters?
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Key Conditions for E-Commerce

1. Accessing online e-commerce platforms: Internet Access
2. Reducing Administrative Complexity: Customs Regulation
3. Improving Delivery: Postal Services

» Increased cooperation to offer middle ground between
(i) cheap, relatively slow, untracked (national) postal services
(ii) fast, tracked, but expensive (private) courier services
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Key Conditions for E-Commerce

Accessing online e-commerce platforms: Internet Access
Reducing Administrative Complexity: Customs Regulation
Improving Delivery: Postal Services

Improving Payment Systems: Int. Transfers & Mobile Money

Bwn =

» Making/Receiving International Transfers often impossible for
smaller banks, costly and time-consuming across larger banks.

» One Network Area aims to harmonize tariffs on mobile voice
calls, SMS and data transmission within the EAC

» Challenges to Interoperability of Mobile Payment Systems
(Argent et al, 2013)
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Example from Brazil: Easy Export

* In 1999, SMEs only 2.3% of Brazil’s exports
« “Exporta Facil” introduced in 2000
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Cooperation of postal operators, customs, Ministry of
Finance, Ministry of Industry and Trade, etc.

Simplified export process for low-value exports
(De Minimis <10,000 USD, now <50,000 USD)

Postal service with cheap rates, taking care of export
paperwork (e.g. registering firms on export directory)

8,000 Postal outlets across the county (almost one in
every municipality)
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Example from Brazil: Easy Export

 Impact between 2002-2008:

4
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8,000 SMEs access int. markets with Exporta Facil
40% of total Brazilian exporters.

85% were new exporters

Users concentrated in poorer municipalities

Strong impact on lowering export costs, and on
expanding the number of SME exporters

Source: Caron and Anson (2008)
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Conclusion

1. The

2. Key

potential of E-Commerce for SME exports
Export to more countries, more accessible to SMEs

conditions for supporting E-Commerce
Internet Access

Customs Regulation

Postal Services

Int. Transfers & Mobile Money

3. Brazil's ‘Easy Export’' SME programme
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Integrated Reforms can lead to large impacts for SMEs
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