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I. Introduction 

 

A quiet revolution is taking place in international trade without government policy direction or 

much public fanfare: the rise of cross-border online trade as individuals and businesses of all 

sizes engage in trade by selling goods and services online. Lowering the costs for companies to 

trade across borders, ecommerce holds extraordinary potential for expanding global trade, 

promoting small business exports and entrepreneurship in the United States and around the 

world, and boosting export diversification and international development. Yet much of the world 

and most businesses are still not connected to the web. In addition, several of the countries that 

have relatively good information and communications technology (ICT) capabilities and Internet 

usage rates struggle to translate their connectedness into exports and economic gains. What is 

more, numerous new policy barriers to ecommerce and the global digital economy are cropping 

up, such as data protectionism.  

 

This paper proposes forward-looking policies and programs to overcome these challenges and 

accelerate developing nations’ transition to the digital era and ecommerce. Such policies and 

programs can be grouped under a coherent framework and initiative, “Aid for eTrade.” Aid for 

eTrade as proposed here is a close cousin of the global Aid for Trade initiative, which has over 

the past decade channeled more than $200 billion in bilateral and multilateral trade-related 

assistance to developing nations. Aid for eTrade has two main legs: (1) public and private 

investments in information technologies, computerization, e-training, and ecommerce-related 

logistics and capacity-building in developing countries; and (2) robust technical assistance for 

governments around the world to establish policies and regulatory frameworks conducive to 

unfettered cross-border ecommerce. While Aid for eTrade would most immediate benefit 

developing nations, it can also be a powerful catalyst of U.S. small business exports. 

 

The following section discusses the importance of ecommerce for small businesses, in particular. 

Section three analyzes the obstacles to the growth of ecommerce. Section four presents the Aid 

for eTrade concept and discusses ways to operationalize it. Section five presents an idea for 

“eCommerce Commons”, a new online platform that can be the starting point and key pillar of 

Aid for eTrade, aimed at collecting and cataloguing data, policy changes, policy innovations, and 

investments in ecommerce around the world. Section six concludes. 

 

II. How Ecommerce Is Transforming Trade and Development 

 

Ecommerce is soaring around the world. In the United States, total online transactions grew from 

$3 trillion in 2006 to $5.4 trillion in 2012, equivalent to about a third of U.S. GDP (figure 1). In 

terms of value, the bulk of these transactions are business-to-business (B2B) transactions; 

business-to-consumer (B2C) transactions make up some 12 percent. Globally, B2C transactions 
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alone are expected to soar to $2.4 trillion in 2017 from $1.5 trillion in 2014 (figure 2). The 

leading market will be Asia-Pacific, where ecommerce transactions will grow at a 50 percent 

annual average between 2012 and 2017, to make up nearly half of global ecommerce 

transactions (table 1). China is the leading market: according to the Boston Consulting Group, in 

2015, China will have 700 million netizens, almost twice as many Internet users as the United 

States and Japan combined.1 North America and Europe will also be large markets going into 

2017, together making up over a trillion dollars in B2C transactions.  

 

A sizable share of ecommerce is cross-border. For example, in the six main ecommerce markets 

– United States, UK, Germany, Brazil, China and Australia – cross-border ecommerce makes up 

an average of 16 percent of all ecommerce transactions.2 This share is growing rapidly. Cross-

border ecommerce is expected to make up 20-40 percent of all ecommerce in Asia-Pacific, the 

European Union (EU), and the United States by 2017 (figure 3).3 The growth of cross-border 

ecommerce will be especially explosive in Asia-Pacific, where cross-border online trade is 

expected to grow 3.7 times between 2011 and 2017. For Latin America, cross-border ecommerce 

is projected to triple between 2011 and 2017. In key country markets, the largest growth is in 

China, where cross-border transactions will make up an estimated $160 billion in 2018, up from 

$43 billion in 2013 (figure 4). In the United States, cross-border ecommerce transactions are 

expected to double to $80 billion in 2013-2017. These numbers could well be higher as trade in 

digital products – such as 3D printable parts and components – expands.  

 

The key driver of the growth of ecommerce is the rising Internet penetration around the world. 

Already, some 2.6 billion people, or 38 percent of the world’s population, use the Internet, and 

another 2-3 billion are forecast to access to web, typically through smart phones, by 2020, 

particularly in China, India, and Africa, as well as in Brazil and across South America.  

 

That more consumers get online should augment the share of B2C and C2C transactions in 

particular. Given the popularity of U.S. ecommerce sites, it can also increase U.S. exports. A 

2013 survey of cross-border online shoppers in the United States, Australia, Brazil, China, 

Germany, and UK showed that U.S. ecommerce sites were the most popular destination, cited by 

45 percent of the online shoppers, followed by the U.K. at 37 percent, China at 26 percent, Hong 

Kong at 25 percent, Canada at 18 percent, Australia at 16 percent and Germany at 14 percent.4 

The United States was the most popular market for shoppers in each of the other five countries; 

the most popular country for U.S. cross-border online shoppers was UK, followed by China and 

Canada. The most cited reason for buying from a foreign ecommerce site was to save money, 

cited by 80 percent of respondents, followed by finding goods not available locally, mentioned 

by 79 percent. 
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Figure 1 – U.S. B2B and B2C e-Commerce Transactions, 2006-2012 (in billions of US$) 
 

 
Source: U.S. Census Bureau E-Stats report 2012. 

 

 

Figure 2 – Global B2C E-Commerce Marketplace in 2012-17 (in billions of US$) 
 

 
Source: eMarketer. 
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Table 1 –Global B2C E-Commerce Marketplace in 2012-17 (in billions of US$ and average 

annual growth), by Region 
 

 
 

 
Source: eMarketer. 

 

 

Figure 3 – Domestic vs. Cross-Border E-Commerce Marketplace in 2017, by 

Country/Region 

 
Source: Forrester and ChannelAdvisor. 

 

 

 

 

 

 

 

 

 

 

 

 

2012 2013 2014 2015 2016 2017 CAGR

Asia-Pacific 301.2$     383.9$     525.2$     681.2$     855.7$     1,052.9$  50%

North America 379.8$     431.0$     482.6$     538.3$     597.9$     660.4$     15%

Western Europe 277.5$     312.0$     347.4$     382.7$     414.2$     445.0$     12%

Central & Eastern Europe 41.5$       49.5$       58.0$       64.4$       68.9$       73.1$       15%

Latin America 37.6$       48.1$       57.7$       64.9$       70.6$       74.6$       20%

Middle East & Africa 20.6$       27.0$       33.8$       39.6$       45.5$       51.4$       30%

Worldwide 1,058$     1,215$     1,505$     1,771$     2,053$     2,357$     25%
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Figure 4 –Cross-Border E-Commerce Marketplace in 2013 and 2018 (in billions of US$), by 

Country 
 

 
Source: Paypal, Modern Spice Routes. 

 

 

 

How Ecommerce Fuels Small Business Trade  

 

Ecommerce gives consumers access to a far wider variety of goods and services at lower cost. 

When such transactions are cross-border, they expand the gains from trade. On the flip side, 

companies, and small businesses in particular, benefit. Indeed, whereas only 1 percent of 

America’s 30 million small and mid-size enterprises (SMEs) (and about 5 percent of the 6 

million employment-providing SMEs) have traditionally exported, as many as 97 percent of U.S. 

companies selling online on eBay export.5 Granted, many of the 20 million companies are 

service providers that are not comparable to eBay sellers in that they don’t sell products like 

eBay seller do. However, the export participation of eBay sellers is also much higher than that of 

U.S. manufacturers, of which some 20 percent export. 

 

Online sellers are also highly diversified in terms of their export markets. U.S. online exporters 

regularly reach an average of 19 foreign markets, a stark contrast to offline exporters that 

typically export to just 1-2 countries, usually Mexico and/or Canada. And unlike offline 

exporters that typically do not last in the export game, online exporters have staying power: of 

even the very smallest U.S. companies, 54 percent remain active exporters after five years. Of 

the larger ones, 71 percent do.  
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These patterns bear out practically in all countries. The share of “technology-enabled” 

companies that sell on eBay and export is far greater than the share of traditional, offline 

exporters (figure 5).  

 

Figure 5 – Export Participation of Technology-Enabled vs. Traditional SMEs in 2013,  

by Select Economies 

 

 

 
Source: eBay (2013). Commerce 3.0 for Development. 

 

 

A key reason for the difference between online and offline exporters is that ecommerce spells 

death to geographic distance which for centuries has curtailed visibility, trust, and trade between 

buyers and sellers located far apart. Trade economists have long used as their workhorse the 

gravity model, where trade between countries is a function of their GDPs and distance: large 

countries that are close to each other trade much more than small countries that are distant. The 

gravity model has been hugely successful at explaining bilateral trade patterns between 

countries. Yet when economists analyze online trade, distance has scant explanatory power in the 

gravity model. This indicates that ecommerce dramatically expands buyers’ visibility of sellers 

even far away: sellers’ products are clearly visible and easy to explore even across oceans. In 

addition, online platforms’ star ratings systems, customer reviews, and payment tools give the 

buyer a sense of trust, the lubricant of trade that in the offline economy takes several transactions 

between buyer and seller to build.  

 

The differences between off- and online sellers cut across key metrics used to measure firms’ 

internationalization. For example, in Chile, Latin America’s star exporter, 100 percent of 

companies that sell on eBay also export, on average to 28 different markets. Remarkably, some 

80 percent of the first-time exporters, or “entrants”, survive in the export game after the first 

year, well above the one-third for offline exporters (figure 6).  
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The concentration of countries’ export volumes in the hands of few firms is also much less in 

online than offline trade. Entrants that sell on eBay make up 30 percent of Chile’s overall 

ecommerce export sales. Meanwhile, offline entrants make up only 1 percent of Chilean exports. 

As a result, the share of exports by the top-5 percent of firms with largest export volumes of all 

Chilean online exports is also very limited at 16 percent, as opposed to 92 percent for Chile’s 

offline exports. The setting is very similar in Peru and South Africa, countries for which 

comprehensive data are available (figures 7-8).  
 

This pattern overhauls another persistent finding in international trade – namely that world trade 

is driven by “export superstars”, or a few large multinationals such as GE, Boeing, Nokia, 

Samsung, and Sony that make up a tiny share of the number of exporters in their countries, but 

the bulk of their countries’ trade volumes. The reason for this pattern is that traditionally only 

large companies have had the global networks, capital, and scale economies to enter world 

markets, drive down costs, and compete. Ecommerce changes this setting: it is a low-cost way 

for even the smallest businesses to gain visibility among global buyers, and reach even the most 

distant markets. In short, ecommerce flattens the world, enabling the smallest of companies to 

enter and quickly gain a foothold in global markets.  

 

 

Figure 6 – Export Participation and Performance of Chilean Technology-Enabled vs. 

Traditional SMEs, 2013 

 

 
Source: eBay (2013). Commerce 3.0 for Development. 
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Figure 7 – Export Participation and Performance of Peruvian Technology-Enabled vs. 

Traditional SMEs, 2013 

 
 

Source: eBay (2013). Commerce 3.0 for Development. 

 

 

Figure 8 – Export Participation and Performance of South African Technology-Enabled vs. 

Traditional SMEs, 2013 

 

 
Source: eBay (2013). Commerce 3.0 for Development. 
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Not only are more SMEs coming to the fold to drive and diversify their countries’ exports; online 

selling is highly beneficial for these SMEs. Surveying 3,250 SMEs in 11 countries (Brazil, 

China, India, Kenya, Mexico, South Africa, South Korea, Turkey, Ukraine, and two advanced 

economies, France and Sweden), Boston Consulting Group (BCG) finds that SMEs that are 

heavy web users are almost 50 percent likelier to sell products and services outside of their 

immediate region and 63 percent likelier to source products and services from farther afield than 

are light or medium web users (figures 9-10). In addition, online SME sellers in all countries 

report major economic benefits from the Internet in distribution, marketing, and the range of 

products they are able to stock and sell, and place a high value on websites. With online trade 

creating a larger market of prospective buyers, it can be especially powerful for generating social 

gains – enabling “bottom of the pyramid” micro businesses serving local and neighborhood 

shoppers to gain online presence and visibility to global consumers. 

 

 

Figure 9 – SMEs’ Sales Reach by Market, by Level of Web Use 

 

  
 

Source: Boston Consulting Group (2014), “Greasing the Wheels of the Internet Economy.” 
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Figure 10 – SMEs’ Purchasing Reach by Market, by Level of Web Use 

 

 

Source: Boston Consulting Group (2014), “Greasing the Wheels of the Internet Economy.” 

 

 

 

III. Why Isn’t eCommerce Global Already? Challenges Ahead 

 

Exporting online is a strategy bar none to help SMEs in advanced and developing countries alike 

to grow through exports, and for consumers to access a larger variety of goods at a lower cost. 

However, ecommerce is still far from ubiquitous. Much of the developing world has yet to come 

online, and most companies around the world in areas that do have Internet access have yet to get 

on ecommerce platforms and/or create online stores. This happens even in advanced markets: for 

example, in Canada, where nearly 90 percent of SMEs use the Internet, only 18 percent have 

reported making online sales.6 What is more, the future potential of ecommerce to drive trade, 

entrepreneurship, and development is hampered by four major challenges: 

 

Data protectionism. The first challenge is governments’ curbing companies’ access to data and 

its transfer across borders.7 Cross-border data flows are critical for companies that manufacture 

and export to access digital goods and digital support services – such as logistics, online services, 

retail, distribution, finance, or professional services – at competitive prices. One challenge is 

forced localization of data and servers. Some emerging markets such as Brazil, China, Indonesia, 

Nigeria, Malaysia, and Vietnam have or are planning laws to force companies place servers as a 

condition for market access. Usually used as a job-creation program for locals to man server 

hubs, such programs create costly inefficiencies for foreign companies. And granted, some 

countries may want local servers for less benevolent purposes, such as to expand access to their 

citizens’ information.  

 

Another challenge is data privacy. The transatlantic arena is already highly contested: Europeans 

have tight consumer data privacy rules, which complicates U.S. companies’ customer service in 



11 
 

Europe. China too has taken steps toward tighter privacy rules, in the face of concerns about 

identity theft and trade of personal data. 

 

These types of restrictions imply that prices of goods and services using these data in their 

making would also rise. Such costs would be passed to the consumer, thus proving self-defeating 

for the implementing country. According to a recent analysis by European think-tank ECIPE, 

data localization requirements and related data privacy and security laws that discriminate 

against foreign suppliers of data, as well as against downstream goods and services providers, 

could cost 0.2-1.7 percent of national GDPs – in Brazil -0.2 percent, China -1.1 percent, EU -0.4 

percent, India -0.1 percent, Indonesia -0.5 percent, Korea -0.4 percent and Vietnam -1.7 percent.8 

Also complicating the setting is that many companies have servers in one country, customers in 

another, and operate out of a third one. Yet there is no clarity in international law about which 

country controls or can stop the data traveling between these three points. At its worst, data 

protectionism can balkanize the global digital economy and ecommerce. 

 

Security and ease of online payments. Fluid payments systems are critical for companies that 

sell goods and services online. Yet security and ease of online payments are major challenges in 

the developing world, in particular. Points of concerns for emerging market web users are the 

security and privacy of online payments. In the BCG survey of 3,250 SMEs in 11 countries, 51 

percent of SMEs stated that individuals’ belief in the safety of personal data online is a 

“problem”, and 38 percent indicated consumers’ trust in online payments system is a problem 

(figure 11). SMEs viewed these two problems as the top-3 most significant frictions for online 

transactions, out of 27 frictions. Similarly, a 2014 PayPal survey of more than 15,000 consumers 

across 15 countries revealed that the average percentage of consumers that worry about sharing 

data online is 59 percent around the globe.9 In the United States, where consumers are used to 

online transactions and trust the layers of security, the share is less, at 29 percent. 

 

Part of the challenge is the novelty of ecommerce – consumers are simply not used to paying 

online, especially on their mobile phones. In Turkey, online platform hepsiburada.com has 

sought to overcome this hesitation by offering a pay-at-your-door option;10 however, this is quite 

inefficient for the online sellers, certainly when buyers are based in different countries. But trust 

is not the only challenge; payment tools can also be wanting. For example, in Brazil, where 30 

million new e-consumers have come online in 2011-2013, establishing a local payment entity is 

estimated to take six months and significant investments.11 In addition, while credit cards are an 

easy means to pay for online transactions, only 20 percent of Latin America’s shoppers have 

credit cards; the rest can affect online transactions though more cumbersome traditional means, 

such as bank transfers. In Brazil, some 70 percent of consumers do not have credit cards that are 

accepted for international transactions, and transferring money out of the country can imply a 25 

percent fee.12 Such challenges can make sellers in foreign countries anxious about not getting 

paid, dampening cross-border trade.  

 

Some countries have found alternatives to credit card payments, such as online payments tied to 

mobile phone billing; in others like China, eWallets or digital wallets – software such as 

MasterCard PayPass that enable a user to make financial transactions on ecommerce sites – are 

an accepted choice among consumers. Yet survey data indicate that challenges lie ahead in 

guaranteeing the integrity of these payments. Interoperability too poses a challenge: a mobile 
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payments platform that is tied to a particular national carrier network is not useful for cross-

border ecommerce transactions: when in another country and not a subscriber to the buyer’s 

telecom network, the business will be unable to accept the payment.   

 

Figure 11 – SMEs’ Perception of Major Problems to Using the Internet in 11 Countries 

 

 
 
Source: Boston Consulting Group (2014), “Greasing the Wheels of the Internet Economy.” 

 

 

Trade and compliance costs. Especially in developing countries the costs of moving trade and 

trade-related services providers (shippers, logistics, warehousing, etc.) are significant, given poor 
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transport infrastructures, monopolistic service provision, and other inefficiencies. These costs are 

especially high for small businesses shipping small parcels, the hallmark of B2C online trade. 

Given their limited shipments, SMEs have higher fixed costs per parcel (or “per unit”) in 

shipping their products than do large exporters shipping large volumes.  

 

Similarly, unit costs of trade compliance are higher for low-volume than high-volume exporters. 

SMEs’ trade compliance is poor, even in advanced economies such as the United States. In 

addition, trade compliance rules are evolving and mushrooming in many countries, complicating 

small business trade. While the costs of non-compliance can be both lost sales and hefty fines, 

the fixed costs for individuals and small businesses to meet complex customs regulations risk 

overwhelming the profits from shipping a small parcel.   

 

That many online sellers have not previously exported or not exported regularly means 

governments lack data on them to determine whether they do comply with trade rules and are not 

engaged in illicit transactions. A particular future concern is that governments can, even for very 

legitimate reasons, become wary of these small new entrants in trade and exercise excessive 

scrutiny over them, thereby raising their costs and dampening the hugely promising trend of 

internationalization of small businesses.  

 

To be sure, governments have fashioned so-called trusted trader and other programs to fast-track 

participating companies’ exports through customs. But these types of programs tend to be 

designed for mid-size and large companies. They are much too burdensome and elaborate for 

individuals and small businesses to meet. Governments have also in many countries introduced 

and raised de minimis levels (a ceiling on the value or weight of cross-border shipments below 

which customs clearance is simplified and fast-tracked); however, such a ceiling is still very low 

in most countries.  

 

Digital divides. The fourth barrier to cross-border ecommerce is resources. Developing world’s 

transition to the digital age takes investments, including in broadband access, computerization, 

data security, e-learning opportunities, and, very important, ecommerce-related capacity-building 

for SMEs. There are two digital divides. One is the more traditional one, the availability and 

quality of ICT. Another is the growing “second digital divide” – vast differences in the 

capabilities of countries and companies to leverage the web. In other words, it is one thing to 

become networked; it is quite another to use the technologies to win in the global digital 

marketplace, and accrue positive economic impacts related to the use of ICT.13 

 

Figure 12 correlates the findings from the World Economic Forum’s 2014 Global Information 

Technology Report – on the y-axis is an index of the availability and quality of ICT 

infrastructure and digital content, and on the x-axis is a measure of economic gains from ICT. 

Advanced economies have excellent ICT infrastructure and reap economic gains from ICT. A 

large portion of emerging markets and developing countries do quite well on the infrastructure 

side, but have yet to translate their connectivity into economic gains. At the bottom left-hand 

quadrant are countries with poor ICT infrastructure – these include less advanced parts of Africa, 

South Asia, Latin America, and Eastern Europe.  
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There is a second digital divide also in ecommerce. Getting online is one thing for SMEs – and 

many have yet to even build websites (figure 13). Successfully exporting online is a completely 

another thing. It is not a simple task for SMEs, especially as more and more companies are 

battling for the online consumers’ wallet space. Cross-border ecommerce requires companies to 

locate foreign customers in the cyberspace; market to them via social media and ecommerce 

platforms; brand, label, and price products for foreign customer tastes; create a multichannel 

shopper strategy; build savvy advertisement strategies, and establish partnerships with local 

ecommerce platforms such as Taobao in China or MercadoLibre for Central and South America. 

While many sellers on ecommerce platforms become exporters serendipitously after being 

discovered by a foreign seller, those seeking to grow market share internationally need to be 

much more systematic and strategic, and learn to master these tools. 
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Figure 12 – Quality of CT Infrastructure and Economic Impacts from ICT in 2014, Select 

Economies 

 

 
 

Source: The World Economic Forum. 2014. Enabling Trade Index. 
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Figure 13 – ICT Infrastructure and Economic Impacts from ICT in 2014, Select Economies 

 

 
 

Source: Enterprise Surveys. 

 

 

IV. Aid for eTrade 

 

World trade is increasingly online, yet many parts of the world and many companies are not.  

Even some of the more connected parts of the world have yet to leverage the web for economic 

gains. And policy, security, trade facilitation, and resource constraints hamper ecommerce 

globally.  

 

The international trade and development communities can play a proactive role in overcoming 

these hurdles by launching a new, concerted effort called “Aid for eTrade.” Aid for eTrade, as 

conceptualized here, is a close cousin of the global, WTO-led Aid for Trade agenda, which has 

since 2005 invested $200 billion in boosting developing countries’ trade capacities, largely in 

infrastructures and productive capacities in such sectors as energy and agriculture.  

 

Aid for Trade has worked to expand trade. For example, according to one analysis, a doubling of 

total A4T would imply that recipient exports increase by about 5 percent and recipient imports 

increase by about 3 percent.14 The effect on recipient exports is stronger than the effect on 

recipient imports. Such findings are echoed across studies.15 Typically a 10 percent increase in 

A4T means a 0.3-0.4 percent increase in exports. A4T has been found to be most effective when 

pursued in countries with a sound institutional and economic environment, and/or when aid is 

part and parcel of broader economic reforms. Studies also find that A4T has helped expand 

donor countries’ trade.  
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Perhaps in reflection of these gains, annual Aid for Trade funding has grown by 80 percent since 

2005. However, ICT-related investments make up only 1.2 percent total Aid for Trade 

investments. Given the catalytic potential of online trade, even modest pro-ecommerce 

investments could yield great gains. But unless a stand-alone initiative, Aid for eTrade risks 

being overshadowed by the traditional focus areas of Aid for Trade. Aid for eTrade needs to be a 

stand-alone initiative aimed to accelerate the spread of ecommerce globally.  

 

Aid for eTrade has three particularly timely and compelling starting points.  

 

 Engages a large ecosystem of stakeholders. A powerful public-private coalition could 

quickly converge behind Aid for eTrade. The countless winners from an accelerated 

expansion of the web and ecommerce to developing countries are ecommerce platforms 

such as eBay, Alibaba, and Amazon, the several venture capital and private equity firms 

now investing in ecommerce companies, millions of online sellers in the U.S. and other 

developed countries, shipping and logistics firms looking to move parcels over longer 

distances, and governments that are racing to create jobs through exports. There are 

further beneficiaries from digitization and expansion of ecommerce infrastructures: also 

gaining would be cloud computing and network services such as IBM or Cisco, computer 

makers and semiconductor companies from Dell to Intel, search engines such as Google, 

social media from Facebook to LinkedIn, Bitcoin exchanges, Paypal, and credit card 

companies. Also banks, ports, advertising industry, and educational institutions would 

gain, as would energy companies because ecommerce inherently requires electricity; 

telecom companies because fixed-line Internet connections are required; tech hardware 

companies because more hardware will be purchased; and tax and accounting firms 

because ecommerce will bring more technology to the commercial process and will make 

it easier to file.  

 

Many of these players are advanced in considering ways to expand the web to poor 

economies; Facebook, for example, has floated the idea of using drones to give non-

Internet users in various developing countries free high-speed Internet access. Aid for 

eTrade could buttress such efforts. 

 

 Secures free and open Internet. Aid for eTrade can be a tool to drive Internet freedoms 

and battle digital protectionism, if the aid is conditioned on the removal of today’s 

troubling bottlenecks to ecommerce, such as government-imposed limits to Internet use, 

local content rules, and barriers to trade in services. As such, Aid for eTrade could be the 

digital world’s equivalent to the U.S. Millennium Challenge Corporation (MCC) that 

assists only countries that have instituted a good regulatory environment and adhere to 

open and free markets. To be sure, policymakers especially in developing countries can 

also benefit from policy advice and technical assistance to formulate right types of policy 

and regulatory frameworks for Internet governance and ecommerce. Aid for eTrade could 

buttress this process in pro-reform countries. 

 

 Can ride on the wave of regional integration and free trade agreements. Some of Aid 

for eTrade interventions can be regional, such as in world regions with comprehensive 

free trade agreements (FTAs). FTAs are complementary to online trade: for example, 
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North-South FTAs can help liberalize trade in services, which in turn can bring more 

efficient logistics providers to developing country markets. In turn, Aid for eTrade can 

powerfully complement the trade liberalization resulting from FTAs. One good and 

timely place to start could be the Trans-Pacific Partnership (TPP) agreement, which will 

contain a chapter on ecommerce, and which has several developing country members that 

could benefit from capacity-building and investments in ecommerce capabilities – and 

which also has a number of developed countries whose SME exporters would gain from 

improved connectivity and online export opportunities in the TPP partner markets. In 

addition to TPP, venues on which Aid for eTrade can be built include the Asia-Pacific 

Economic Cooperation (APEC) forum, which has long had working groups both for 

SMEs and for development of ecommerce, and the Association of Southeast Asian 

Nations (ASEAN), which has strong business-government interaction and has long had a 

focus on ecommerce, including supporting the “e-Commerce Database Project,” aimed to 

offer a comprehensive picture of the state of ecommerce within the ASEAN region. 

 

Capacity-building to make more of FTAs is nothing new. For example, the U.S.-Central 

America Free Trade Agreement (CAFTA), which included provisions on labor standards, 

was coupled with U.S. and Inter-American Development Bank assistance to implement 

and enforce such standards in Central America.  

 

What Exactly Would Aid for eTrade Do? 

 

The Aid for eTrade initiative should have tangible and achievable goals. For example, it could 

commit to investing $100 billion in ecommerce-related projects between 2015 and 2020, and 

drive at tripling global cross-border ecommerce during that time. 

 

How exactly would these investments be deployed? Developing countries face a range of 

infrastructure, regulatory, and resources constraints that hamper their ability to engage in trade 

and translate gains from trade into growth and development. The global Aid for Trade agenda 

addresses these challenges in three main areas: technical assistance for trade policy and 

regulations; trade-related infrastructure, such as building of roads, ports, and telecommunications 

networks; and building of productive capacity, such as supporting the private sector to exploit 

comparative advantages.16 Aid for eTrade as conceptualized here has similar components, only 

focused on spurring ecommerce. Five key areas of support could serve as a starting point: 

 

1. Capacity-building to leverage ecommerce 

 

Many SMEs still do not have a website, let alone engage in online trade or export online. Aid for 

eTrade should rectify this problem. One way to do this is by bolstering export promotion 

agencies and associations’ capabilities to train SMEs to learn using ecommerce as a growth 

strategy. This learning needs to be tailored to the many SMEs that do or could run their 

ecommerce operations on smart phones. There are already various efforts on the way that can be 

learned from and built upon. As an example, in October 2013, El Salvador’s export promotion 

agency PROESA (Agencia de Promoción de Exportaciones e Inversiones de El Salvador) 

launched a program to support SMEs’ online trade.17 The so-called “Online Export Program” is 

aimed at 90 companies with export potential, and consists of five modules of classroom training 
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to enable these companies’ to plan an overseas online marketing strategy and to use virtual tools 

such as social media and digital marketing in advertising and selling their products or services.  

 

Another example is partnership forged in June 2014 between the World Bank and the 

International Trade Center (ITC) called “Developing SMEs’ Exports through Virtual 

Marketplaces Project.”18 The effort is implemented in Jordan, Morocco and Tunisia, and aimed 

to increase the volume of exports by SMEs and create a business environment conducive to 

ecommerce.  

 

In the context of Aid for eTrade, programs of this kind offer important opportunities for public-

private partnerships with private sector players, such as ecommerce platforms, shipping and 

logistics companies, and payments processors interested in seeing more SMEs export.  

 

2. Safe and high-quality online payments 

 

One of the key factors that concern developing country web users is the security and privacy of 

online payments. Developed and secure online payments system, especially on mobile phones, 

are critical to allay consumers’ concerns about the integrity of online transactions. Some 

developing countries have sought to address this problem through legal reforms and public sector 

initiatives. For example, Thailand’s Department of Business Development (DBD) is giving 

SMEs engaged in online trade a “DBD Registered”-symbol to affirm their existence and quality 

to online shoppers. However, much more can be done. For example, there are numerous 

payments providers with strong fraud detection tools that could be bolstered through public-

private partnerships in developing regions so as to enhance the security of payments and educate 

the public about fraud prevention.19  

 

3. Trade compliance for ecommerce 

 

SMEs’ trade compliance is poor, even in advanced economies such as the United States. Trade 

rules are only becoming more complex; the costs for individuals and small businesses to meet 

complex customs regulations risk overwhelming the profits from shipping a small parcel. Non-

compliance also costs, both in terms of hefty fines and lost sales. Small businesses engaged in 

online trade need new compliance tools.  

 

A couple of solution, discussed in another CSIS working paper, are a Trusted eTrader program 

aimed at small online sellers, and Turbo Tax for eTrade, an online platform that enables SMEs to 

quickly see what the specific requirements are for them to export their products from their 

markets to their respective target markets, and impute their compliance data in a simple digital 

form for customs in a way akin to TurboTax. This would streamline the compliance process, and 

also create a paper-trail and build companies’ compliance track-record and confidence with 

governments. In addition, ecommerce platforms could supply governments with large-scale data 

on the transactions made on them, in order for governments to gain greater visibility into the 

patterns in online exports and behaviors of online sellers. To be sure, raising de minimis levels 

can also alleviate compliance costs.    
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4. Streamlined warehousing, distribution and shipping for small parcels 

 

Selling online successfully requires timely delivery: after all, online trade is critically based on 

the consumer’s trust that the product will be delivered intact and on time. Slow customs 

clearance, poor infrastructures, and inefficient transport services can decelerate the movement of 

goods sold online especially in developing countries. Yet developing countries’ transport 

systems and, in fact, the entire global transport architecture is still quite ill-suited for moving 

small parcels fast. Goods are placed in containers that are opened and inspected at ports, 

intermodal transportation has major gaps, and centralized transport systems are vulnerable to 

attacks and acts of nature.20 Businesses that want to sell to consumers in large emerging markets 

such as Russia and India face dismal local distribution capabilities, needing to build their own 

distribution networks. Warehouses and distribution centers also are not optimized. Just in the 

United States there are 535,000 logistics facilities, each handling typically one and at most 10 

companies. 

 

Aid for eTrade can address these challenges. For example, it can fund online tools that make it 

easy for small businesses anywhere to access warehouses in their vicinity, collectively combine 

parcels into larger shipments, and build distribution capabilities in foreign markets.  

 

A more ambitious idea for the long-run is the “physical internet” first envisioned by a research 

team in Canada.21 The physical internet would connect all players in global logistics and 

transport infrastructure – realization centers, distribution centers, warehouses, transit centers – 

much like the Internet connected computers in the 1970s. The physical internet would enable 

warehouses and distribution centers anywhere to accept handling and storing of containers from 

a far wider variety of clients than is now the case; in turn, producers, distributors, and retailers to 

move their products from and to multiple such geographically dispersed yet networked centers in 

an efficient manner. Such a decentralized and flexible system would help particularly small 

businesses, often with one-off small shipments and relatively random demand patterns. Aid for 

eTrade could pilot elements of the physical internet for online exports in certain countries, 

perhaps with the leadership of a leading ecommerce platform and other private sector actors.  

 

5. Policy advice on Internet governance and ecommerce-related policies 

 

Many countries are working on laws and regulations on the Internet and ecommerce. For 

example, Aid for Trade should assist especially developing countries in this process, providing 

technical assistance for countries to establish policy frameworks that protect online buyers and 

sellers while preserving a free and open Internet local and globally. Such policy advice would 

address many areas of the digital economy, such as liberalizing online financial transactions and 

opening logistics markets for foreign service providers.  

 

Who is Aid for eTrade for — and How is It Managed? 

 

The starting points for Aid for eTrade could be the following:  

 

 Priority Countries. Aid for eTrade interventions should have two types of priority 

countries. The first are countries that (1) already have the basic ICT infrastructure for 
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leveraging to ecommerce; (2) adhere to open Internet policies and have the institutional 

and regulatory environments key to creating impact through ecommerce investments; and 

(3) are committed to working with the donor community and private sector to drive 

ecommerce. For the first criterion, the target countries could be ones that are above mid-

point in the WEF’s indicator of ICT infrastructure per figure 12, but that have yet to 

attain the economic impacts from ICT to the same extent as most OECD nations. This set 

would include Eastern and Southern European economies, several Latin American and 

Caribbean economies, and select East Asian economies.  

 

The second set of countries should be those that meet conditions 2 and 3, but that have 

yet to establish solid ICT infrastructure. This includes countries at the bottom left hand 

side quadrant in figure 12 – many African nations. Indeed, in many of these countries in 

Africa, the economic impact of ICT and online trade could be especially large.   

 

 Pilots. Aid for eTrade should be sequenced by testing it out with a few pilots with 

countries devoted to growing ICT and ecommerce. Such pilots should be carefully 

monitored and measured for results, for drawing lessons learned for others countries. 

Built upon forthcoming FTAs such as TPP, such pilots would harness the momentum of 

the trade community to mobilize the aid community. 

 

 Conditionality. The Aid for eTrade effort should also establish clear conditions for 

countries to receive aid and investments, based on the progress they have made or are 

committed to making toward good Internet and ecommerce governance.   

 

 Data on investments in ecommerce. Aid for eTrade can use the data gathered for Aid 

for Trade, to map out ICT and ecommerce-related investments made around the world. 

Aid for eTrade should improve on these data in at least two ways: (1) create a thorough, 

real-time mapping of both public and private investments in ICT, ecommerce in different 

countries, and also in various ecommerce platforms; and (2) present data in real-time, as 

projects are approved and investments are being made. Such a database would enable all 

stakeholders in Aid for eTrade to gain a quick sense of efforts on the way to support 

ecommerce in various economies, help especially developing countries gain a sense of 

how they rank vis-à-vis others in ecommerce-related investments and what other counties 

are doing, and chart out gaps and the impact of investments.  

 

 Data on the state of ecommerce. Even though several think-tanks, consultancies and 

ecommerce platforms have produced and compiled survey and other data on the drivers 

and effects of ecommerce, there are gaps and inconsistencies, particularly on transaction- 

and firm-level data. Aid for eTrade can create a survey-based databases updated annually 

much like the World Bank’s country-level Doing Business database and firm-level 

Enterprise Surveys are, on the challenges and obstacles faced by companies, consumers, 

and service providers in different world markets when engaging in online trade.   

 

 Monitoring and evaluation. The impact of Aid for Trade has not been well-monitored 

or -evaluated. Accountability has centered on large collections of projects and case 

stories that are voluntarily supplied and thus heavily selected by donors. And while most 
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Aid for Trade projects include some form of evaluation, the rigor with which these are 

planned and carried out varies substantially. Aid for eTrade needs to do better, for the 

sake of accountability, enhanced understanding of which interventions are effective and 

why, and generalizable lessons-learned. This means that participating stakeholders agree 

on common monitoring and evaluation criteria.  

 

 Investors. Aid for eTrade investments should be, to the extent possible, public-private 

partnerships and multi-stakeholder initiatives. In the traditional Aid for Trade model, 

donors are increasingly seeking to leverage private sector financing (use “blended 

finance”), and to pool funds with each other, in order to prioritize efforts together, and to 

enhance economies of scale in aid provision. This is very powerful. Particularly blending 

schemes, such as the European Union-Africa Infrastructure Trust Fund, are found to be 

able to leverage in up to 15 times the initial investment through other sources of 

finance.22 Multilateral development banks too can help mobilize additional capital, such 

as private financing and donor trust fund capital. 

 

 Coordination. The Aid for eTrade initiative could be coordinated by the WTO as Aid for 

Trade is. This would give the WTO new, highly relevant things to do right when its 

credibility is at stake – and it would benefit from the lessons-learned from Aid for Trade, 

the WTO’s one successful effort over the past decade. Coordination would not mean 

determining priorities for Aid for eTrade, but rather acting as a data hub and convening 

annual meetings to monitor progress.  

 

Another good possibility or WTO’s partner could be the World Bank – this would bring 

strong technical expertise to the table, including for measuring investments, 

methodologies for assessing the viability of investments, engaging both public and 

private stakeholders (including via World Bank’s private sector arm, the International 

Finance Corporation) and evaluating results, something World Bank inherently works on 

in its own projects. Also regional development banks, such as the Asian Development 

Bank (ADB) and Inter-American Development Bank (IADB), could serve as 

coordinators. In Aid for Trade, WTO works jointly with OECD, which collects much of 

the data of Aid for Trade investments, compiles case studies from donors and recipients, 

and publishes technical analyses on the impact of Aid for Trade, among other things. 

However, an approach driven by development banks could be a superior for Aid for 

eTrade, in light of these organizations’ deep technical expertise, development know-how, 

resource base, and on-the-ground presence in the recipient economies.  

 

To be sure, since Aid for eTrade requires a great deal of coordination, perhaps the easiest 

way to start would be for an intrepid donor such as the United States to incubate Aid for 

eTrade with private sector partners, and other key donors such as Japan and key EU 

members.  

 

V. New Platform as Starting Point for Aid for eTrade: “eCommerce Commons” 

 

The first step and path of least resistance toward Aid for eTrade is an enhanced real-time 

understanding of policies, investments, and market developments in ecommerce around the 
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world, and extraction of lessons-learned from existing policy and other initiatives to help 

companies and consumers to engage in online trade. Even though there is by now a vast reservoir 

of databases, analyses, policies, and practical experiences on ecommerce-related policies, 

projects, and investments around the world, it is also the case that data, information, and 

discussion on the state and ways to stimulate ecommerce remains ad hoc, uncoordinated, and 

dispersed across variety of forums around the world, whether government affairs arms of 

ecommerce companies, government ministries, think-tanks, countless media outlets, and 

multilateral development banks.  

 

For example, the World Economic Forum, U.S. Department of Commerce, U.S. ITC, eBay, 

UBS, and McKinsey Global Institute all have produced data, indices, and world-class analyses 

on connectivity and ecommerce, and the WTO is tracking ecommerce. Still countless others, 

such as U.S. Chamber of Commerce, OECD, and leading consulting firms are producing 

research and data on a broader set of issues related to the global digital economy. Each day 

analysts in Washington and Brussels think-tanks alone are working on policy ideas and 

initiatives on Internet governance and ecommerce.  There is no one instance that would 

consistently, proactively and in a real-time fashion aggregate such ecommerce-related data and 

information.  

 

Even more important, no instance collects and codifies data on ecommerce policies and 

investments for donors, policymakers, and private sector players to understand the state of the 

global ecommerce economy and how it can best be advanced. The latest policy innovations and 

best practices aimed at furthering ecommerce remain dispersed across governments and 

multilateral development banks rather than being systematically tapped, even though accessing 

in one single place about such innovations would be very useful for developing country 

policymakers, typically with limited bandwidth and staff resources to do research.  

 

There also is no one instance that would monitor public and private spending and investments in 

ecommerce-related projects and companies, even though such data would enable donors and 

other stakeholders to target and assess the impact of investments and projects aimed to advancing 

ecommerce, investors to grasp where money is flowing in the ecommerce ecosystem and why, 

and developing country policymakers gain a sense of how they rank vis-à-vis others in 

ecommerce-related investments and what other counties are doing, and chart out gaps and the 

impact of investments. 

 

In sum, the failure to tap the wealth of information and existing experiences on “what works” in 

policies and investments in ecommerce is a lost opportunity for developing country policymakers 

to chart out policy options to advance SMEs and consumers’ participation in global ecommerce 

in their countries; for donors to understand the landscape of investments aimed at catalyzing 

ecommerce and to assess their effectiveness; for private sector leaders in the ecommerce 

ecosystem as well as for trade negotiators to quickly grasp the state of policies pertaining to 

ecommerce, so as to make investment and policy decisions. One way to bridge this gap – and a 

means that can become the starting point and key pillar of the Aid for eTrade initiative – is a new 

online platform for public and private stakeholders with an interest in advancing global 

ecommerce: eCommerce Commons. 
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eCommerce Commons adds new, fresh and actionable value to the policy discussion and policy 

making on ecommerce-related investments and policies, and facilitates public and private 

investments in ecommerce infrastructures and companies. The platform has four main 

components:  

 

 eCommerce Policy Alert: akin to the Global Trade Alert, this interface catalogues and 

maps in real time policies and policy changes in cross-border ecommerce and digital 

economy around the world, and classifies them into liberalizing, restrictive, and 

potentially restrictive. A common criteria needs to be developed.  

 

 eCommerce Investment Tracker: eCommerce Commons keeps track of public and 

private ecommerce-related investments and projects globally. It can also catalogue the 

rise of new ecommerce platforms. 

 

 eCommerce Innovations: The policy innovations interface catalogues and compiles the 

latest ecommerce-related policy innovations and best practices driven by governments 

around the world. 

 

 eCommerce Information. Real-time clearing house on research, analysis, databases, and 

emerging policy innovations to fuel ecommerce, curated from think-tanks and other 

sources around the world. The site can also pull real-time news, videos, blogs, studies, 

and announcements related to ecommerce. 

 

eCommerce Commons can also be an interactive forum, for example by including:  

 

 Training for eCommerce: eCommerce Commons can stage frequent training 

opportunities for developing country policymakers in particular on various aspects related 

to ecommerce policies and market developments, such as webinars and videos engaging 

diverse speakers and experts. Registered users of the site can suggest topics for such 

seminars. 

 

 ecommerce Ecosystem. eCommerce Commons can also include social networking tools, 

to encourage global “mindshare” on ecommerce-related policies, challenges, and market 

opportunities with a view to building a forum for dialogue and helping unearth fresh 

ideas and lessons-learned on best ways to catalyze and fuel ecommerce globally.  

 

Set up this way, eCommerce Commons adds much more value than a user would gain, say, from 

a Google search of “ecommerce policy innovations”. It also adds to and complements instances 

that are analyzing the ecommerce economy, such as think-tanks. The closest equivalent to 

eCommerce Commons is Cross-border eCommerce Community (http://www.crossborder-

ecommerce.com/), but that site is aimed at banks, payment service providers and their merchants 

to grasp opportunities for global expansion. It is largely a clearing house of information, videos 

and reports, rather than a value-adding platform with fresh, actionable data and information. It is 

also more narrowly focused than eCommerce Commons, which is aimed at the policy 

community and broader set of private sector stakeholders interested in expanding and opening 

the global digital economy. 

http://www.crossborder-ecommerce.com/
http://www.crossborder-ecommerce.com/
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VI. Conclusion 

 

Ecommerce opens immense opportunities for both advanced and developing countries’ small 

businesses and individual citizens to engage in trade, expand their sales, and reduce the cost of 

their purchases. Though world trade is increasingly generated bottom-up by thousands of small 

businesses and entrepreneurs trading online, many parts of the world and many companies are 

not connected to the web. Even some of the better connected parts of the world have yet to 

leverage the web in full, to score economic and social gains. In addition, there are serious policy, 

security, trade facilitation, and resource constraints to spreading ecommerce globally.  

 

This paper proposes forward-looking policies and programs to overcome these challenges and 

accelerate developing nations’ transition to the digital era and ecommerce. Such policies and 

programs can be grouped under a coherent framework and initiative, “Aid for eTrade.” Aid for 

eTrade as proposed here is a close cousin of the global Aid for Trade initiative, which has over 

the past decade channeled more than $200 billion in bilateral and multilateral trade-related 

assistance to developing nations.  

 

Aid for eTrade should be a concerted public-private initiative to channel $100 billion in 

ecommerce-related investments in the next five years, starting with countries that have relatively 

good connectivity but that have yet to translate their connectivity into trade and economic gains. 

The Aid for Trade initiative can critically gain from the momentum of new free trade 

agreements, and it could be piloted in a region driving at trade liberalization and integration, 

including in ecommerce, such as the TPP. The starting point to Aid for eTrade can be 

eCommerce Commons, a new platform that collects and codifies policy change, policy 

innovations and investments in ecommerce economies around the world.   

 

The immediate beneficiaries of Aid for eTrade are several: developing and developed country 

SME exporters, as well as the countless players making up the global ecommerce ecosystem, 

from ecommerce platforms to online payment providers, the several venture capital and private 

equity firms now investing in ecommerce companies, shipping and logistics firms looking to 

move parcels over longer distances, and governments that are racing to create jobs through 

exports.  

 

Aid for eTrade is a timely, high-impact value proposition. Structured right, it will accelerate 

global business, free trade, and economic growth – and help spread world-class education, de-

bureaucratize doing business, and democratize markets across the developing world. Multiple 

industries, millions of exporters, and countless of governments should line up in support.  

 

 

 

 

 

 

 

 

This project was generously funded by eBay Inc.  
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