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Use of ecommerce by
Central Asian firms and consumers
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Extensive margins: regional firms sell online and use digital channels

How firms sell online, by firm size
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Platforms used to market and sell online
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Usage grew especially during Covid-19

Online channels used by firms in 2022 vs. 2020
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Consumers’ ecommerce usage in 2022 vs. 2020
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Companies earn considerable revenues from online channels

Online revenues sources Online revenues
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As a result, online retail is more of all retail and economies, but still with much growth potential

Firms: relevance of ecommerce in sales Ecommerce as % of retail
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Online seller are gaining from ecommerce use - and firms that use many online channels to sell

are also likelier to use further technologies

% of online sellers that have gained from % of firms that use digital technologies, by use of

More revenue

More domestic customers

Better cash flow

We have diversified into new
products and services

More imports from foreign
markets

Greater profitability (margins)

Cut operating costs

More contracting by our

company of services like..

More hiring in our company

Increased offline sales (by phone
or in-store)

Exports to Central Asia

o
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ecommerce online channels
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CRM (customer relationship [N 22%
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Online job platforms to find [ 13%
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% of firms that export, by online sales status

Offline seller Social seller

Micro and Small (1-50 employees)

Region’s online sellers tend to export

Marketplace seller Sell via own online Sell via own online

store
B Medium and Large (®50 employees)

store annd
marketplace

% of exports coming from online channels, by size
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Medium and large (*51 employees) -
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% of exports coming from online channels, by sector

Sell products -

Sell services, including IT services -
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LEVEL 5 - Global
marketplace seller;
digital enterprise

(o)
Firms that sell on Amazon, Etsy, eBay, Upwork, < I O /O
etc., integrate all channels (stores, marketplaces,
social media); extensive digital transformation

Enabling more
firms to grow
into online

sellers 2 more sophistcated onine capaniiies
Requires better

LEVEL 4 - Local
marketplace seller

~30%

LEVEL 3 - Online seller

regional g5

enabling S ¢ e et e soreswinsa - ~20%
environment for 3@

ecommerce, = £ LEVEL 2 - Social seller

firms’ digital o e o e ~90%
transformation =

LEVEL 1 - Digitized but
offline seller

o .
Firms that may have wel?sites but do not use ~ I 5 A Of fl rms
socialmedia or have online stores REGIONAL

COOPERATION

Enabling environment for
Early-stage ecommerce ecosystem ecommerce

Source: Nextrade Group.



Cross-border and intra-regional digital trade



Digital services exports

Digital services exports 2007-21, in millions of USD Digital services exports as % of commercial services
exports 2007-21
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Digital services imports

Digital services imports 2007-21, in millions of USD Digital services imports as % of commercial services
imports 2007-21
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No data on bilateral flows = surveys



China

Russia

From my own country
Other Central Asia
USA

Germany

Other Europe
Korea

UK

Other

None of the above
India

UAE

0

32

Import markets
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Importance of ecommerce imports:
% of consumers that buy online

% of purchases from imports, by income group
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Importance of domestic vs. intra-regional vs. extra-regional markets for firms

Sales: % of online seller firms integrated digitally Purchases: % of online buyer firms integrated
into C.A. markets digitally into C.A. markets

Social sellers Social sellers

employees)

Markeplace sellers

Micro and small (I1-50
employees)

Social sellers .
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Medium and large
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Markeplace sellers
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Importance of domestic vs. intra-regional vs. extra-regional markets in sales made by firms

Sales as of % of total sales by firms

% of online sales to our
country of all our online
sales

% of online sales to Central
Asian markets of all our
online sales

% of online sales to extra-
regional markets of all our
online sales
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= Mostly domestic
= Mostly Central Asia
= Evenly domestic, regional

and international

Mostly international



Importance of domestic vs. intra-regional vs. extra-regional markets in purchases made by firms

Purchases as % of total purchases by firms

% of online purchases from
our own country of all our
purchases

% of online purchases from
Central Asian markets of
all our purchases

% of online purchases from
extra-regional markets of
all our purchases
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= Mostly domestic
= Mostly Central Asia
= Evenly domestic, regional

and international

Mostly international



Kazakhstan

Uzbekistan

Key ecommerce corridors

Bilateral flows:

Direction of % of regional ecommerce

Online import
Online export
Online import

Online export

Tajikistan Turkmenistan Uzbekistan Kyrgyzstan Kazakhstan

From-to Uzbekistan

From-to Kazakhstan

ll“\”lrl

Direction of % of ecommerce sales and

Uzbekistan
Kyrgyzstan
Kazakhstan
Turkmenistan
Tajikistan
Kazakhstan
Kyrgyzstan
Uzbekistan
Turkmenistan

Tajikistan

purchases for KZ, UZ
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Top needs for businesses to export more online

Businesses - top challenges to export more online

My team's knowledge about ecommerce

Knowing how to use marketplaces

Knowing which marketplace to use

Lack of digital marketing capabilities

Difficulty receiving payments from foreign buyers
Challenges to comply with foreign market access rules
Poor internet connectivity

Concerns about our IP rights

Compliance with data privacy rules

Getting working capital to fulfill international orders
Lack of trade finance

Cybersecurity concerns in crossborder transactions

Lack of access to financing to build online presence [l

Diversity of digital regulations to comply with in other..

Data privacy and consumer protection rules in.. Jll

0% 10%

Ability to use online marketplaces like Amazon to
grow our sales

Better internet connectivity
Knowledge on how to do ecommerce
Better digital marketing cababilities

Access to working capital

Access to longer-term financing for digital
transformation

Lower logistics costs

Cheaper logistics

Better ability to deal with data privacy and digital
rules in foreigh markets

Better access to talent

Auvailability of warehouses

Trust mark or identity for online buyers to trust
us

Ability to accept payments from customers

30% 40% Access to hardware like computers

Ability to manage international logistics

Better ability to deal with data privacy and digital
rules in our market

Ability to meet foreign market access regulations

[=]
BQ

5%

10%

15%

20%

Businesses — top needs to sell more online

25%

30%



Consumers - | have canceled an international order...

Because of high online
payment costs

Problems interacting
with the seller

Because seller could not
take payment the way |
wanted to pay

1 got worried about fraud

Because of high delivery
costs

Because of long delivery
times

2

o 20%

® Happens often, at least 20% of the time

Has happened once or twice

Top needs to buy more online across borders

40% 60% 80% 100%

u Happens some 10% of the time

B Never

Consumers - | would buy more online if...

Delivery cost was lower

Products were cheaper

Returning a product was easier

If | could trust that the product would arrive

If | wasn't so afraid of online fraud

If it were easier to pay the seller
If there were more ecommerce stores and
more online selection in my country

If 1 had have more time to analyze and
compare the products online

If 1 learned about how to buy online and where
to search online

0% 10% 20% 30% 40% 50% 60%



Extra-regional purchases are a large share of spending — even if delivery times are long

Value of purchases by source

% of the value of online
purchases from domestic
markets of all purchases

% of the value of online
purchases from other
Central Asian markets of
all purchases

% of the value of online
purchases from extra-
regional markets of all

purchases
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20%
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40%
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60%
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80%
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1009

Delivery times in int’l vs. domestic ecommerce

International online
shopping
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ml Day m2-3Days
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40%

8-14 days

60%

m 15-21 days

80%

m>2] days

100%



D 30EE Mapbox © OperSigaitip

Promoting ecommerce can also promote FDI

1. T 19
1
{3 5
Where do top tech companies have office locations? 2 10
) 15
Accenture, Alibaba, Amazon, Cognizant, Dropbox, eBay, Etsy, Facebook, Gaoogle, "M 10
1B, InPasys, Inbuit, Mastencarnd, Microsolt, PayPal, Salesforce, SAP, Tencent, Texas
instruments, Wisa, YiMWare, Wipro
°9
n _©® .
N
o i
o © ; L e D
&) b o
S . ..
» ®
&
s ®



Promoting good digital trade policies



Methods

* Regional integration groupings

« Upgrading free trade agreements
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Source: Suominen (2021)
https://www.nextradegrou
pllc.com/impacts-of-
digital-trade-agreements

Also digital cooperation in trade agreements:

Digital trade provisions increasingly prominent in free trade agreements

» Goods

W Services

Goods and services

® Goods, services, and digital trade



Digital trade provisions increasingly prominent in trade deals

UK-Singapore

UK- UK-New Korea-Singapore
. Korea-US CPTPP  Chile-Uruguay USMCA US-Japan DTA RCEP DEPA SADEA . Digital Economy | .
Provision Australia  Zealand Digital Partnership
FTA (2011) (2018) FTA (2018) (2019) (2020) (2020) (2020) (2020) Agreement
FTA (2021) FTA (2022) (2022) Agreement (2021)

Moratorium on customs duties on electronic
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transmissions and digital products
Non-discriminatory treatment for digital
o L o L o o o L L L
products
Ban on data localization (localizing ‘“computing
e g o e O o e [ [ O O O O
facilities” such as servers)
Free crossborder transfer of data of personal
. . 9 L o L o e o o L L L L
information
Protect consumers’ personal information O O O Q @ Q [ O O ® ®
Consumer protection laws preventing deceptive
. ... 9 L o L o e o o L L o L
commercial activities
Measures against spam or unsolicited messages O [ O O ™ O ) O O O O
Prohibit forced transfer of source code as a
.. L o L o o L o L
condition for market access
Collaboration on cybersecurity management O ) O O ™ O o (41 O O O
Safe harbor for internet intermediaries (] (]
Open government data O O L “ L - L L

Source: Suominen (2022)
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MSMEs and

How do you
export or import
data?

To our
foreign

affiliates

From

especially
. Online seller- All sectors Micro and small
online seller-
exporters All sectors Medium and large
exporters o
In-person icro and smal
expO I"t and services Medium and large
ImpO rt data: Physical Micro and small
products Medium and la
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data transfer Exporters
o o 0 Remote Micro and small
is critical for digita
services Medium and large
MSMEs that |
Digital Micro and small
export us'“g products Medium and large
ecommerce in In-person Micro and small
o o services .
Medium and large
Asia, Africa,
LAC Physical Micro and small
products Medium and large
Non-Exporters
Remote Micro and small
digital
services Medium and large
Digital Micro and small
products

Medium and large
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From our . L. . . No data
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foreign . moved
. platforms to other companies governments
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Data privacy rules in foreign countries _3?% 43%

Consumer protection rules abroad _33°> 43%

High foreign taxes on online sales 29%

Differences in digital regulations and data laws across markets I ——— 4B%

Legal liability rules online, like potential liability for copyright EEEEEEEEEE———— 9%

violation 27%
i isti I 9%
High logistics costs 3

Firms’ main policy

Customers' difficulties to pay us —— 9%

challenges to

m Online seller-

Micro and small (1-50 employees)

expo rti ng o n I i n e: Differences in tax regimes across markets — it gets confusing _m 33% exporter
Customs tariffs and other barriers at the border to get a good P —————— 33.30%
D t . d into another country 20%
a a prlvacy an Concerns about our IP rights abroad _20% 29%
E rte
Iocal ization and Compliance with foreign trade rules TN 3.50% 17% xporter
Data localization rules - we cannot easily move our data puu——— |5
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regulator aroun

g y Customers' low spending power _IO% 14%

L]
fragmentation Consumer protection rules abroad I 7%
Data privacy rules in foreign countries 4% 59%
High foreign taxes on online sales _4|% 48%

i I——— 3| %
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IMPACTS: Firms have gained from CPTPP’s ecommerce chapter and market access

Ensuring companies in member countries can move customer data across borders [N [ 33%
33%
30%

Ensuring companies can store their data wherever they want
Ensuring good protection of consumers’ privacy in CPTPP region

Ensuring member governments do not impose duties on imported digital products

g
&

Eliminating barriers to services imports into our country

&

Reducing our own country's tariffs on imported products
Ensuring consumers in the CPTPP region do not get spammed 5%
Other CPTPP members' reducing tariffs on products from our country

Eliminating barriers to services exports form our country

® This is very beneficial
for us

Online seller-exporter

33%

&

Encouraging businesses to develop self-regulation for good behaviors online

be]
2

&

Ensuring companies in member countries can move customer data across borders -
This is somewhat

beneficial for us

E

Ensuring companies can store their data wherever they want 17%

3

Ensuring good protection of consumers’ privacy in CPTPP region

§

Eliminating barriers to imported services

Encouraging businesses develop self-regulation for good behaviors online

i

u This will have negative
impact on us

i

Eliminating barriers to our country's services exports

g

Ensuring member governments do not impose duties on imported digital products

i

Ensuring consumers in the CPTPP region do not get spammed

Exporter to CPTPP region

Reducing our own country's tariffs on importer products

This does not change

Other CPTPP members' reducing tariffs on products from our country ian §
anything for us

Reducing our own country’s tariffs on imported products
Ensuring good protection of consumers' privacy in CPTPP region
Encouraging businesses develop self-regulation for good behaviors online

Ensuring companies can store their data wherever they want ¥ 1 do not know

8

Ensuring companies in member countries can move customer data across borders 4

Ensuring member governments do not impose duties on imported digital products

Non-exporter

Other CPTPP members' reducing tariffs on products from our country 21%

5%

Eliminating barriers to imported services

*

Ensuring=ing consumers in the CPTPP region do not get spammed

E

[ |
26% ||
Source: Suominen (2021) https://www.nextradegroupIIc.com/impacts-of-digital-trade-agreemen@6 10% 20% 30% 40% 50% 60%

Eliminating barriers to our country's services exports
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Ecommerce cooperation in other regional integration groupings already advanced

PACIFIC ALLIANCE

. Develop regulatory frameworks that facilitate
ecommerce development

. Facilitate SMEs’ use of ecommerce

. Promote self-regulation in the private sector to
promote trust in ecommerce

. Protect consumers: Exchange information on
suppliers that have been sanctioned for fraudulent
and deceptive trade practices

. Promote trade in digital services

. Prevent customs duties, fees or charges on the
import or export of digital goods and services



MERCOSUR

*  Develop regulatory frameworks
that facilitate ecommerce
development

*  Digital signatures

*  Promote common data privacy
rules

*  Bar customs duties, fees or
charges on the import or export
of digital goods and services

*  Use of regional financial
instruments to promote
common digital infrastructure

*  Development common methods
for resolution of ecommerce
disputes



CENTRAL AMERICA

Promote a regional ecommerce
agenda, working with regional
institutions to

*  Facilitate crossborder logistics

. Promote crossborder payments

. Promote MSMEs in ecommerce

. Enable access to finance and
Fintech integration

. Promote digital regulatory
harmonization

*  Promote free data flows

)

e |



Extensive coordination and cooperation: ASEAN

L 53
\ #;

T

94

ASEAN

ASEAN Economic Community
Blueprint 2025

ASEAN Work Program on
Electronic Commerce 2017-2025
2019 ASEAN Agreement on
Electronic Commerce

Masterplan on ASEAN
Connectivity 2025

Digital Integration Framework
Action Plan (DIFAP) 2019-2025

ASEAN Ecommerce
Agreement 2021-2025
ASEAN Digital Economy
Framework Agreement

Support specific aspects of cross-
border ecommerce, such as
electronic payments, trade
facilitation, and convergence of
national commerce-related
regulations



Ecommerce Protocol as part of
AFCFTA

AUC Digital Transformation
Strategy 2020-30

AUC Agenda 2063



USAID EXAMPLE: Promote shared warehousing and
FROM THE AMERICAN PEOPLE Cargo consolidation to |Ower' IOgiStiCS costs

Central America -
Consolidate Cargo to
lower e-export costs

* Delivery costs to USA often double
price of product

* Solution: cargo consolidation and
warehousing — from sellers in
Central America, ship bulk to the
USA, warehouse there

E |
;% F: ;ﬁ * Result: domestic delivery costs for
S¥ SY SU oYU buyer
B > = W
~r S \ss >
o8 ¥ off P




USAID EXAMPLE: Become ecommerce transshipment hub

FROM THE AMERICAMN PEOPLE

Panama - Ecommerce Free Trade Zone

Transshipment and
aggregation for goods

from China + EU to
ecommerce platforms ,
in LATAM

Facilitating ease of
doing business and
throughput with

* Digital finance

*  Smart
manufacturing

*  Blockchain-
enabled
traceability

Malaysia — Digital Free Trade Zone

DIGITAL FREE TRADE ZONE

By

nourabla Dato’ Sri Mohd Najib Bin Tun Ak

3 Jrlv a I\ nls* “of Aal” U'Sk

8

* E-fulfillment hub for exporters and importers

to reach global customers

* E-service platform for accelerated online trade

facilitation process

* End-to-end business support for cross-border

trade via Kuala Lumpur International Airport
KLM



Financing SME’s ecommerce and digital transformation

Malaysia eTrade Grants Digital transformation loan guarantees

OBJECTIVE:
ENCOURAGE SMEs TO AUTOMATE PROCESSES
AND DIGITALISE OPERATIONS

Eligibility: Malaysian SMEs
* Promotes the use of 20 markets by exporting SMEs. Purpose: Buy equipment, hardware,
software and services
* Adpvisory services, training, online assistance Rate: Up to 4%
Max Amount:  RM3 million
* Funding of up to $1,300 for digital marketing, photos, Max Tenure: 10 years
translation, fulfillment Availability:  Until 31 Dec 2020

* Also covered: costs of shipping products to Amazon or other

overseas warehouses.
* Guarantee of 80 % on bank loans up to

US$725.000 for digital transformation

* 36 new markets and > 3,500 companies




How to get there? Priorities for region

* Creating regional goals and regional roadmap to
promote digital trade and establishing action
plans and pilots

* Open digital regionalism: Establishing globally
compatible, interoperable digital policies

* Promote dialogue on evolution of digital
economy and interoperability of digital platforms

* Sharing experiences with the Pacific Alliance,

ASEAN, APEC, etc. who have already developed
regional ecommerce agendas

=» More Digital trade and FDI
* Promote software, trade in services, creators

* Engage local governments on ecommerce
development

* Tracking regionally comparative data on (1)
ecommerce usage by firms and consumers and
(2) national policies and practices

Continuous learning and tracking via sector-,
‘ firm-, country- and city-level data
Public-private partnerships and

investment attraction to foster the
region as an ecommerce hub

Capacity-building

last-mile logistics
iders, and trainers
Co-financing and
creation of financing
facilities for digital
transformation
projects

Technical assistance for digital
transformation, feasibility studies,
ecommerce plans

Knowledge sharing
and awareness-
building about best
practices

programs to merchants,
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