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As a global leader in logistics, UPS has long supported SMBs on their journey 
to growth and success. In 2020, UPS assessed the impact of the pandemic on 
U.S.-based SMBs in its COVID Customer Pulse report. This year, to improve its 
understanding of the situation for SMBs around the world, UPS conducted a 
survey of SMBs’ e-commerce activity in nine regionally diverse, developed and 
developing countries: Canada, India, Indonesia, Italy, Mexico, Spain, the UAE, the UK 
and Vietnam. The insights derived from these surveys informed the development 
of policy recommendations geared toward government stakeholders in each 
of these markets to support the growth of e-commerce and international trade 
activities for SMBs. 

UPS partnered with global consulting firm Nathan Associates to develop an online 
survey for SMBs to identify the challenges these businesses faced in adding and/
or expanding their online and international business operations, especially due 
to the COVID-19 pandemic. In each market, local partners supported the online 
data collection from 50-100 SMBs over a three-month period in March-May 2021. 
Since definitions for SMBs often vary, survey participants were selected based 
on the SMB definition used in each market. In total, 752 SMBs were surveyed, 
representing a variety of sectors, sales methods and models, including business-
to-business (B2B), business-to-consumer (B2C), direct, indirect and drop-shipping 
sales. The survey respondents also varied in terms of business size, level of 
e-commerce activity and business owner gender. 

Survey topics included the impact of the pandemic on SMB operations; challenges 
faced in accessing e-commerce; and day-to-day operations, including setting up 

online presence, e-payments, customs, shipping and warehousing, logistics, and 
utilization of trade agreements. 

The online survey included questions related to SMB characteristics, e-commerce 
trade activities, and challenges faced, especially during COVID-19. The quantitative 
results, which were analyzed using SPSS software, were supplemented by 
interviews with country-level government and SMB experts, as well as desk 
reviews of relevant e-commerce reports and policy-related documents. The main 
topics covered included: 

• Top challenges SMBs faced as a result of the COVID-19 pandemic 
• Top challenges in the context of e-commerce trade
• E-commerce regional and global export trends 
• Specific barriers for e-commerce export 
• Barriers for SMBs in expanding to online trade 

A number of broad trends were observed among SMBs surveyed in the 
aforementioned markets. For the majority of SMBs in both developed and 
developing countries, the COVID-19 pandemic has intensified concerns with cash 
flow. As consumer preferences shifted from in-person sales to online shopping, 
SMBs also cited challenges with attracting new customers, meeting demands 
for new products and services needed during the pandemic, and dealing with 
additional costs to comply with COVID-19 restrictions (such as packaging and 
shipping goods or contactless delivery). Several also cited disruptions in the 
supply chain as a key challenge faced during the pandemic.

EXECUTIVE SUMMARY
The COVID-19 pandemic has had a significant impact on the operations of small and medium sized businesses (SMBs) across the globe. In many 
economies, SMBs are significant employers and make up a majority of private sector firms. Worldwide, they represent about 90 percent of all 
businesses and more than 50 percent of employment. Formal SMBs contribute up to 40 percent of GDP in emerging economies. 

https://www.ups.com/us/en/services/knowledge-center/article.page?kid=art1714019703d&articlesource=longitudes
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Aside from pandemic-related challenges in both domestic and international 
e-commerce, some of the main challenges listed by SMBs in emerging markets, 
such as India, Indonesia, Mexico and Vietnam, included concerns related to the 
protection of intellectual property rights, tax regimes, and lack of infrastructure 
for e-payments. However, SMBs in more developed countries, such as Italy and 
the UK, also cited complexities of collecting taxes from customers as an important 
barrier. In some markets, the lack of reliable and secure internet connection was 
also identified as a concern. In many countries, SMB survey respondents identified 
the need for government subsidies or other forms of incentives to offset the initial 
investment needed to incorporate e-commerce trade and export activities.

Survey respondents also provided a number of recommendations on how 
governments could improve their support for the adoption or expansion of 
e-commerce activities by SMBs. These included: help with financing to cushion the 
impact of the pandemic; reduction in the amount of paperwork needed to access 
government support; access to training on how to increase online sales, including 
setting up e-payments, branding, website development and logistics; and helping 
develop a clearer understanding of trade rules and regulations. In the majority of 

markets, SMBs were using private shipping providers rather than postal operators 
to send goods to domestic or international e-commerce customers.

The report is sectioned into chapters focused on each country, and each chapter 
ends with policy recommendations based on the challenges identified by the SMBs 
surveyed. These tailored recommendations identify key areas where new policies 
could make a difference, including expanding outreach to SMBs, supporting SMBs’ 
digitization efforts, reforming customs and taxes, and helping SMBs utilize existing 
trade agreements. 

The survey responses make clear that many SMBs needed to pivot rapidly from 
brick-and-mortar-only operations to incorporating online sales. While this quick 
shift presents challenges in the short term, it also presents an opportunity for 
governments to help advance e-commerce activities for SMBs, which could 
contribute to greater economic resilience, competitiveness, and increased revenues 
in the long term. This report intends to provide policymakers and other key 
decisionmakers with a clearer understanding of the conditions faced by SMBs, as well 
as guidance on facilitating the success of SMBs through e-commerce and global trade. 

EXECUTIVE SUMMARY (CONT.)
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Small and medium-sized businesses (SMBs)1 make up the vast majority of Canadian (10.8 million) and employ nearly  
88.5% of the labor force, about 90 percent of the private sector labor force. Of exporting firms, 97 percent are SMBs, 
which together are responsible for $149.5 billion in exports.2 

EXECUTIVE SUMMARY 
UPS, in partnership with Nathan Associates, conducted a survey across 84 SMBs to understand current opportunities and challenges 
for e-commerce trade within the SMB sector in Canada. This report highlights the main survey findings and includes policy 
recommendations for government support. The key findings are below.

SMBs were active in 18 different sectors. The top two business sectors represented were Food and Drink and Beauty, Personal Care, 
and Cosmetics. Despite the large variety in sectors of operation, 75 percent of SMBs were engaged in B2C sales.

The top three challenges SMBs faced as a result of the COVID-19 pandemic:  
• Worsening cash flow (86%)
• Disruptions in the supply chain (80%)
• Increasing need for logistics support (76%) 

The majority of SMBs were selling online (68%). Of these, 46 percent used direct sales to fulfill online orders, 25 percent used indirect 
sales, and 9 percent used both direct and indirect sales. 18 percent of SMBs used a combination of drop-shipping, direct, and indirect 
sales or all three online sales methods. Only 2 percent used drop-shipping as their only online sales method. Unlike direct or indirect 
online sales, SMBs that drop-ship goods do not need to store inventory or ship the products or goods. Instead, these businesses use 
third party suppliers to ship the products directly to the customer.  

39 percent of SMBs were engaged in both domestic and international e-commerce. For logistics, most SMBs used the national postal 
service (84%) while 43 percent used private shipping providers and couriers.

SMBs faced three main challenges with e-commerce sales during the COVID-19 pandemic:
• Attracting new customers (88%)
• Packaging and shipping goods (79%)
• Marketing and advertising (74%)

For e-commerce exports, the majority of SMBs identified understanding the administration costs related to customs as an 
additional barrier.

1 This report uses the term small and medium-sized businesses (SMBs) to refer to small and medium-sized enterprises (SMEs) 
2 https://www.international.gc.ca/trade-commerce/trade-agreements-accords-commerciaux/agr-acc/cusma-aceum/sme-pme.aspx?lang=eng  
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CANADA:  
Supporting SMB Growth: Unlocking Opportunities through E-commerce  

https://www.international.gc.ca/trade-commerce/trade-agreements-accords-commerciaux/agr-acc/cusma-aceum/sme-pme.aspx?lang=eng
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SMBs recommended the following improvements to government support: 
• Tools and training programs for helping SMB e-commerce exporters, such as  

webinars on exporting rules and shipping 
• Supportive policies for SMB e-commerce activity
• Simplified handling and customs procedures 
• Reductions in shipping costs for exports

DETAILED SURVEY RESULTS
Small and Medium Business Owner Characteristics

Business Owner Characteristics: Most SMB owners were 25 - 64 years old (74%); 57% identified as a woman
Business Size: Nearly all SMBs had less than 10 employees (99%) and the average business size was 2 employees
Business Age: The majority of SMBs were less than 10 years old (80%) and the average business age was 5 years

15%
Services 

85%
Goods

SMBs SELLING GOODS OR SERVICES

I lost all my retail partners [due to COVID-19] and now need  
to convert my business to go online and find customers.   

– SMB SURVEY RESPONDENT

5%
Do not want to sell online 

68%
Sell online

27%
Would like

to sell online 

SMBs ENGAGED IN ONLINE SALES

Nearly all SMBs were either selling online (68%) or would like to sell  
online in the future (27%). 

23 percent of SMBs benefited from government programs,  
Canada Emergency Wage Subsidy (CEWS),  Canada Emergency Business 
Account (CEBA) interest-free loans, the loan guarantee for Small and Medium-
Sized Enterprises, Canada Emergency Rent Subsidy (CERS), and the Regional 
Relief and Recovery Fund (RRRF).  
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Main business challenges as a result of the COVID- 19 pandemic:
1. Worsening cash flow (86%) 
2. Handling disruptions to the supply chain (80%)
3. Increasing need for logistics support such as packaging, delivery options and storing 

inventory (76%)
4. Growing need to offer new products or services (72%)

Government support for SMBs
• 23% benefited from COVID-19 related support such as the business loan programs 

(CEBA, RRRF), small business relief grants, regional grants, or wage subsidies3 (CEWS)
• 11% applied but did not receive any support or benefits 
• 65% did not apply and did not receive any support or benefits 

3 CEBA: Canada Emergency Business Account and RRRF: Regional Relief and Recovery Fund

Cash �ow decreased Disruption to 
supply chian

Logistics support Need to offer new 
products or services

66%

70%

74%

78%

82%

86%
86%

80%

72%

76%

MAIN BUSINESS CHALLENGES FACED DURING COVID-19
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Percent of respondents operating in sector

SMB SECTORS*

40 percent of SMBs operated in two or more sectors.

COVID-19: Increased demand but [we were] not able to  
ship items as component parts [were] slow to arrive.    

– SMB SURVEY RESPONDENT

*Some sectors were removed 
from the graph: three sectors 
with only one SMB respondent 
are not shown (Sports & 
Recreation, Industry, Electric/
gas/steam/ air conditioning 
supply) and 12 responses in the 
‘Other category’.
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E-COMMERCE TRADE
68 percent of SMBs engaged in e-commerce trade, most of whom sold goods online (58%).4  

46 percent used direct sales and sold and shipped their goods directly to customers. 25 percent used indirect sales and sold and shipped goods made by 
other companies. 9 percent used both direct and indirect sales. 18 percent of SMBs used a combination of drop-shipping, direct, and indirect sales or all three 
online sales methods. Only 2 percent used drop-shipping as their only online sales methods. Unlike direct or indirect online sales, SMBs that drop-ship goods do 
not need to store inventory or ship the products or goods. Instead, these businesses use third party suppliers to ship the products directly to the customer.  

Most SMBs engaged in B2C sales (75%) and far fewer used B2B sales (18%) or both B2C and B2B sales (2%). B2B sales refer to companies who primarily 
sell products and services to businesses rather than consumers. B2B sales can help SMBs increase their sales volume since B2B orders tend to be larger, have 
longer sales cycles, and are usually made in advance.

Of the SMBs selling online, 93% has no physical presence and only 7 percent of businesses maintained a brick-and-mortar store in addition to an 
online store. 

The top three motivations for online sales were to increase business sales (63%), attract new customers (52%), and expand to new markets (52%).

Most SMBs used either an online platform (65%) or their own web shop (56%) for online sales. The top three online platforms used were Shopify, 
Amazon, and Ebay.

4 E-commerce trade is the practice of selling goods or services online using the internet and transferring money and/or data to execute these transactions.

Need to 
increase sales 

0
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88%
79% 74%

Marketing and 
Advertising

Packaging and 
shipping goods

TOP THREE CHALLENGES TO ONLINE SALES DURING COVID-19

I intended to open a physical space from the get go 
but couldn’t afford one so I remained online only. 

– SMB SURVEY RESPONDENT

Top three challenges to online sales during the COVID-19 
pandemic:

• Need to increase sales (88%)
• Packaging and shipping goods (79%)
• Marketing and advertising (74%)
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Over half of SMBs sold goods domestically and internationally. Fewer only sold 
online domestically. 

Gender differences: Female SMB owners engaged in e-commerce trade were more 
likely to be sole proprietors than male SMB owners. 

 
45 percent of SMBs used two or more logistics providers.

GOVERNMENT SUPPORT

Canada’s Trade Commissioner Service created an online platform providing specific 
information on e-commerce trade for SMBs. Topics presented include the benefits  
of e-commerce, marketing and other challenges, requirements and regulations, and a  
step-by-step exporting guide.5  

In 2020, the government launched a number of business support programs 
including the $12M Canada United Small Business Relief Fund to continue support 
for SMBs during COVID-19.6 The Business Development Bank of Canada (BDC) also 
offers advisory services for online sales optimization.

Government support for SMB e-commerce activity: The majority of SMBs indicated 
that additional government support is needed for:
• Subsidies for e-commerce (70%)
• Access to commercial credit (65%)
• Access to training on increasing online sales (63%)
• Intellectual property rights (60%)
• Taxes and fees (60%)
• Policies for SMBs in e-commerce (58%)
• Awareness of trade agreements that support SMBs (56%)
• Policies for SMBs that specifically engaged in e-commerce exports (54%)
• Information on international markets, compliance, and customs requirements (52%)

5 https://www.tradecommissioner.gc.ca/guides/spotlight-pleins_feux/guide_e-commerce-guide_
commerce_electronique.aspx?lang=eng

6 https://www.canada.ca/en/department-finance/economic-response-plan.html#businesses

44%
Domestic Online Sales

56%
Domestic and
International Online Sales

REACHING CUSTOMERS THROUGH ONLINE SALES

Key challenge: High shipping costs for e-commerce 
trade in low-priced products within Canada.  

– SMB SURVEY RESPONDENT

84%
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TYPES OF LOGISTICS PROVIDERS USED BY SMBs
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E-COMMERCE EXPORT 
39 percent of SMBs engaged in e-commerce export in addition to domestic online sales, while 29 percent of SMBs engaged only in domestic online 
sales. On average, for SMBs engaged in e-commerce export, a smaller portion of sales were for international customers (43%) than for domestic 
customers (57%). This indicates there are still considerable opportunities for SMBs to expand e-commerce export sales. 

Top e-commerce export destinations: North America and Europe and Eurasia

Top e-commerce export country destinations: USA, Australia, and United Kingdom

SMB e-commerce exporters were also more highly motivated to expand 
into new markets (62%) than SMB e-commerce domestic sellers (36%). 

SMB e-commerce exporters were more likely to engage in direct sales 
(56%) than SMBs selling to domestic customers (33%). 

SMBs exporting in the Food and Drink sector were characterized with the 
highest ratio of online export sales to domestic online sales (54%).7

The main SMB challenge for e-commerce exports was additional costs 
related to customs.

7 Based on SMBs operating in only one sector.

Less complicated and unnecessary  
handling and customs fees. 

– SMB SURVEY RESPONDENT

[Support needed by SMBs for exporting]:  
Having a handbook on how to go online and  

comply with all customs and taxes requirements  
for exports and imports.

– SMB SURVEY RESPONDENT
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GOVERNMENT SUPPORT FOR E-COMMERCE EXPORTERS 
Export Development Canada (EDC), the government-owned export credit agency, 
works specifically with SMBs to provide economy-specific trade knowledge and 
insights as well as export credits and guarantees to secure international transactions. 
In addition, EDC provides credit insurance for exporting business owners to cover the 
losses associated with unpaid invoices. EDC has a special “Women in Trade” program for 
women-owned SMB exporters.8 

Canada’s Trade Commissioner Service provides a number of digital resources for 
SMBs to help them begin exporting, such as the “Step by Step Guide to Exporting” and 
market information for SMBs that are already exporting (such as tariffs, sector specific 
regulations, trade agreements, etc.).9

In 2018, the position of the Minister for Small Business, Export Promotion, and 
International Trade was mandated to focus on raising the visibility of SMBs as 
important drivers of trade. The Canadian government provides additional support for 
women-owned businesses and indigenous businesses.10

SMBs identified the following three trade agreements as being beneficial for their 
e-commerce export sales:
• The 2018 Comprehensive and Progressive Agreement for Trans-Pacific Partnership 

(CPTPP) created advantageous conditions for SMBs by eliminating tariffs on 99 
percent of current Canadian exports to CPTPP countries11 and providing enhanced 
access for service providers. The CPTPP was the first regional agreement to include 
comprehensive rules on digital commerce. 

• The 2020 Canada-United States-Mexico Agreement (CUSMA) which includes a 
chapter on SMBs and e-commerce export.

• The updated Canada-EU Comprehensive Economic and Trade Agreement (CETA) 
eliminated tariffs on 98 percent of current Canadian exports to the EU and simplified 
procedures for clearing goods through customs. CETA included specific commitments 
to enhance transparency and make information available online for SMBs. 

8 https://www.edc.ca/
9 https://www.tradecommissioner.gc.ca/guides/exporter-exportateurs/exporting-guide-
exportation.aspx?lang=eng

10 https://www.tradecommissioner.gc.ca/canadexport/0005605.aspx?lang=eng 
https://www.edc.ca/en/events/webinar/how-indigenous-companies-can-get-support-for-
exporting.html 

11 The 10 other TPP-11 countries are: Japan, Australia, Peru, Malaysia, Vietnam, New Zealand, Chile, 
Singapore, Mexico, and Brunei Darussalam

[Support needed by SMBs for exporting]  
Learning about shipping charges like duty fees.

– SMB SURVEY RESPONDENT
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The main barriers for SMBs interested in expanding to online sales:
• Access to financing (credit, insurance) (100%)
• Online branding and marketing (100%)
• E-payments (100%)
• Logistics (packaging, inventory storage, shipments) (96%)
• Managing online sales (96%)
• Reliable/secure internet access (96%)

The top four areas where government support is needed for SMBs to 
expand to online sales:
• Taxes and duties
• International e-payments
• Access to another country’s market information, compliance, and 

customs requirements
• Awareness of trade agreements

EXPANDING TO ONLINE SALES 
The vast majority of SMBs that were not already selling online indicated that they would like to expand their business to include online sales in the 
future (92%). Only a few SMBs were not sure if they would like to expand to online sales (8%).  

Desirable e-commerce export destinations for SMBs: North America, Europe and Eurasia, East Asia and Pacific, and Central and South America 

The top ranked country destinations were the United States, United Kingdom, and Australia

I had started the process [of expanding to online sales] in 2018  
but had to pause due to COVID-19. I am ready again to restart.  

– SMB SURVEY RESPONDENT 
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POLICY RECOMMENDATIONS 

METHODOLOGY:  In 2021, UPS commissioned Nathan Associates to conduct an online survey of SMBs in Canada and eight other developed and developing countries. The online survey included  
40 questions related to SMB characteristics, SMB e-commerce trade activities, and challenges faced by SMBs especially during the COVID-19 pandemic. The online surveys were disseminated by 
Startup Canada during April 2021. A total of 86 businesses were surveyed of which two businesses declined to take the survey. The remaining 84 respondents conformed to the business size 
definition for SMBs in Canada (less than 500 employees). These 84 SMBs were used for the analysis presented in this report. The online survey responses were supplemented by interviews with local 
experts, government stakeholders and SMB owners. A desk review of SMBs related policies and statistics per country was also conducted by Nathan Associates.

ACKNOWLEDGEMENTS: UPS and Nathan Associates would like to express their thanks to Kayla Isabelle and Startup Canada for disseminating the online survey. 

PROMOTE SMB E-COMMERCE TRADE: 
• Continued support for cash flow challenges.
• Keep SMBs up to date with new laws, programs, and initiatives by sending emails or text messages to SMBs registered as e-commerce traders.
• Tools and training programs to help SMB e-commerce exporters, such as webinars on exporting rules and shipping. 
• Simplify taxes and fees as well as customs procedures.
• Consider new avenues to expand trade finance and credit for SMBs. 

SUPPORT SMB E-COMMERCE EXPORT EXPANSION
• The Canadian government already provides a number of useful resources for SMBs to start and grow their export activities. In some cases, more 

outreach may need to be done to raise awareness among SMBs about the existence of these resources. This may be especially important for SMBs 
engaged in e-commerce who are not members of any SMB associations or networks. 

• In other cases, the existing online resources may be difficult for SMBs to find. More attention may need to be paid to streamlining and improving the 
navigation and links between different government trade promotion agencies (EDC, TCS, CBSA, etc.).

The findings of the SMB Survey of e-commerce activity in Canada lead to the following policy recommendations on how government support could be 
further strengthened:
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Small and medium-sized businesses (SMBs)1 account for 30 percent of India’s GDP and employ 110 million people 
throughout India.2 SMBs constitute over 40 percent of total exports.3 E-commerce in India is predicted to grow at  
27 percent per year, reaching an estimated $99 billion by 2024 and 220 million online shoppers by 2025. Grocery  
and apparel are anticipated to be key drivers of this growth.4

EXECUTIVE SUMMARY 
UPS, in partnership with Nathan Associates, conducted a survey across 166 SMBs to understand current opportunities and challenges for 
e-commerce trade within the SMB sector in India. This report highlights the main survey findings and includes policy recommendations 
for government support. The key findings are below.

SMBs were active in 21 different business sectors. The three top business sectors represented were: Manufacturing, Fashion and 
Apparel, Professional Services and IT.  Most SMBs were engaged in B2B sales (49%) or B2C sales (44%). Only 7 percent were engaged in 
both B2B and B2C sales.

The top three challenges SMBs faced as a result of the COVID-19 pandemic: 
• Additional costs related to COVID-19 restrictions and compliance (91%)
• Decreased in-person sales (88%) 
• Increased need for logistical support (86%)

44 percent of SMBs surveyed were selling online and three-quarters of those surveyed were selling goods online. Of those, 69 
percent used direct sales to sell to online customers, 11 percent engaged in indirect online sales by selling products made by others to 
online customers, and 9 percent used both direct and indirect sales. 8 percent of SMBs used a combination of direct, indirect, and drop-
shipping sales methods. Only 3 percent used drop-shipping as their only method of sales. SMBs that drop-ship goods do not need to store 
inventory or ship the products or goods. Instead, these businesses use third party suppliers to ship the products directly to the customer.  

SMBs faced three main challenges with e-commerce sales during the COVID-19 pandemic:
• Packing and shipping goods (58%) 
• Need to increase sales (55%) 
• Storing inventory (51%)

1 This report uses the term small and medium-sized businesses (SMBs) to refer to micro, small, and medium-sized enterprises (MSMEs). 
2 Centre aims to increase MSME sector contribution to GDP up to 50%. December 8, 2020. https://www.financialexpress.com/industry/sme/centre-aims-
to-increase-msme-sector-contribution-to-gdp-up-to-50-gadkari/2145902/ 

3 Recent estimates indicate that SMBs make up 40 – 48% of total exports. MSMEs: The growth engines of the Indian economy. August 20, 2020. https://www.
livemint.com/news/india/msmes-the-growth-engines-of-the-indian-economy-11597923225239.html  Centre aims to increase MSME sector contribution to 
GDP up to 50%. December 8, 2020. https://www.financialexpress.com/industry/sme/centre-aims-to-increase-msme-sector-contribution-to-gdp-up-to-50-
gadkari/2145902/

4 https://economictimes.indiatimes.com/small-biz/sme-sector/indias-e-commerce-market-to-be-worth-99-billion-by-2024-report/
articleshow/81583312.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst

INDIA:  
Supporting SMB Growth: Unlocking Opportunities through E-commerce
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25 percent of SMBs surveyed engaged in e-commerce export.  
For logistics, respondents used a variety of shipping methods, though over  
three-quarters of SMBs used private shipping providers.

For e-commerce export, the majority of SMBs identified the following  
additional barriers:   
• Protection of intellectual property rights 
• Customs-related costs
• Complexities of collecting taxes from customers and/or presenting VAT to companies

SMBs recommended the following improvements to government support: 
• Subsidies and policies for e-commerce trade 
• Access to training on increasing online sales
• Reduction in taxes and fees

10 percent of SMBs benefited from government programs, including SMB  
loans and credit facilities.

DETAILED SURVEY RESULTS
Small and Medium Business Owner Characteristics

Business Owner Age: Most SMB owners were 35 - 54 years old (69%)
Business Size: The majority of SMBs had less than 10 employees (51%) and the average SMB size was 15 employees 
Business Age: The majority of SMBs were less than 10 years old (64%) and the average business age was 13 years 

 

30%
Women SMB owners

70%
Men SMB owners

BUSINESS OWNER GENDER

25%
Services 

75%
Goods

SMBs SELLING GOODS OR SERVICES

[COVID-19] Lockdown has made lot of  
people come up with innovations.  

– SMB SURVEY RESPONDENT

15%
Do not sell online

12%
Not sure if they would 

like to sell online 

44%
Sell online

29%
Would like to sell online 

SMBs ENGAGED IN ONLINE SALESThe majority of SMBs surveyed were either selling online (44%) 
or would like to add online sales in the future (29%).
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Main business challenges faced during COVID-19: 
• Additional costs to comply with COVID-19 restrictions (91%) 
• In-person sales decreased (88%)
• Increased need for logistical support (85%) 
• Disruption to the supply chain during COVID-19 (84%) 

Government support for SMBs:
• 10% of SMBs benefited from government programs such as SMB loans 

and credit facilities
• 12% of SMBs applied but did not receive any support or benefits 
• 78% of SMBs did not apply and did not receive any support or benefits 
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SMB SECTORS*

Online we had a huge supply chain logistics disruption and we 
were unable to deliver our products to consumers on time.  

– SMB SURVEY RESPONDENT

Close to one-third of SMBs were operating in two or more sectors

*Two sectors with only 
one SMB respondent 
are not shown in the 
graph (Real Estate and 
Accommodations). 
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E-COMMERCE TRADE
44 percent of SMBs were engaged in e-commerce trade.5 Three-quarters of these were selling goods online rather than services.

Most SMBs engaged in direct sales and sold and shipped their goods directly to customers (69%). Fewer SMBs engaged in indirect online sales by 
selling goods that were made by other companies to online customers (11%). Several SMBs engaged in both direct and indirect sales (9%). 8 percent used a 
combination of direct, indirect, and drop-shipping sales methods, while only a few SMBs used drop-shipping as their only method of sales (3%). Unlike direct 
or indirect online sales, SMBs that drop-ship goods do not need to store inventory or ship the products or goods. Instead, these businesses use third party 
suppliers to ship the products directly to the customer.  

About half of SMBs surveyed engaged in either B2B sales (49%) or B2C sales (44%). Only 7 percent were engaged in both B2B and B2C sales. B2B sales  
refer to companies who primarily sell products and services to businesses rather than consumers. B2B sales can help SMBs increase their sales volume since  
B2B orders tend to be larger, have longer sales cycles and are usually made in advance.  

The majority of SMBs maintained a brick-and-mortar store in addition to an online store (51%). 

The top three motivations for online sales were to: expand to new markets (71%), increase business sales (65%), and attract new customers (58%).

Almost all SMBs used either an online platform (61%) or their own web shop (39%) for online sales. Twelve percent of SMBs used two or more online sales 
platforms. The top two online platforms used were Amazon India and Flipkart. For some SMBs, seller fees on global sales platforms were too high. Social media 
platforms’ seller costs are negligible or free. 15 percent of SMBs also utilized social media apps such as Instagram, WhatsApp, or Facebook for selling online.

5 SMBs engaged in e-commerce trade sell goods or services online using the internet and transfer money and/or data to execute these online transactions.  
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TOP THREE CHALLENGES TO ONLINE SALES DURING COVID-19

We tried selling on a global online  
platform, their mark-up is so high that selling  

our products was impossible. 
– SMB SURVEY RESPONDENT

Top three challenges to online sales during the COVID-19 pandemic:
• Packaging and shipping goods (58%)
• The need to increase online sales (55%) 
• Storing inventory (51%)
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The majority of SMBs selling online were engaged in domestic e-commerce 
trade and international e-commerce export (60%). A smaller percentage of 
SMBs were engaged only in domestic e-commerce trade (40%). 

Gender differences: Women SMB owners were more likely to sell online (65%) 
than men SMB owners (34%). 

Most SMBs used private shipping providers for shipping goods (79%). 

Government support for SMB e-commerce could be improved in some key areas. Most 
SMB respondents indicated nine areas where they would like more government support: 
• Subsidies for e-commerce (79%)
• Access to training on increasing online sales (72%)
• Policies for SMBs in e-commerce (72%)
• Taxes and fees (71%)
• Access to commercial credit (70%)
• Intellectual property rights (67%)
• Awareness of trade agreements that support SMBs (65%)
• Policies for SMBs that specifically engaged in e-commerce exports (64%)
• Information on international markets, compliance and customs requirements (63%)
 

40%
Only Domestic Online Sales

60%
Domestic and
International Online Sales

REACHING CUSTOMERS THROUGH ONLINE SALES

…It would be much appreciated if the government would 
design a policy that can curb the logistics and handling 

charges which hinders SMBs to be digitalized.
– SMB SURVEY RESPONDENT

[During COVID-19] Uncertainty increased more  
than ever. State governments were saying one thing  

and the central government another.
– SMB SURVEY RESPONDENT
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E-COMMERCE EXPORT 
25 percent of SMBs were engaged in both domestic and international e-commerce. But even for the SMBs that engaged in e-commerce export, on 
average, only 29 percent of their online sales were to international customers while 71 percent were to domestic customers. This indicates there is still a 
tremendous opportunity to expand SMB e-commerce export. 

Top e-commerce export destinations: East Asia, Pacific, Europe and Eurasia 

Top e-commerce export country destinations: United States, UAE, and United Kingdom 

SMB e-commerce exporters were more likely to sell B2B (60%) than SMBs 
engaged in domestic e-commerce sales (25%). 

SMB e-commerce exporters were more highly motivated to expand into 
new markets (85%) than SMB e-commerce domestic sellers (55%). 

SMB e-commerce exporters were less likely to have a physical store (44%) 
than SMB e-commerce domestic sellers (67%).
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Gender differences: Although women-owned SMBs were more likely to engage 
in online sales (57%), men-owned SMBs were more likely to engage in e-commerce 
exporting (73%).

The main SMB challenges for e-commerce export:  
• Protection of intellectual property rights 
• Customs-related costs
• Complexities of collecting taxes from customers and/or presenting VAT  

to companies

6 https://timesofindia.indiatimes.com/blogs/voices/international-opportunities-for-indian-msmes/

GOVERNMENT SUPPORT

Due to the COVID-19 pandemic, the Indian government extended applicability 
period for the Foreign Trade Policy 2015-2020, by the Ministry of Commerce and 
Industry which provided an incentive of INR 25,000 for e-commerce exports through 
courier services for items such as handloom products, books, leather footwear, toys, 
and customized fashion garments.6 

The Indian government partnered with global online platform companies to help 
SMBs sell their products across the world. For example: 
• In July 2019, Flipkart launched its “Samarth Program” to bring traditionally under-

served communities such as artisans, weavers, and handicraft producers to sell 
online by easing entry with targeted benefits to reduce the cost of doing business. 

• In 2020, Amazon and UPS launched programs in India to support SMBs.

State governments have also initiated local support programs for SMBs in 
e-commerce, such as: 
• A government supported e-commerce platform for SMBs in the state of Karnataka. 
• An online e-commerce platform for handicrafts in the state of Maharashtra.

70

73%
27%

43%

57%

0 10 20 30 40 50 60 80

Men SMB Owners

Women SMB Owners

Exporting Not Exporting

GENDER DIFFERENCES FOR SMBs ENGAGED IN E-COMMERCE EXPORTING

[Government support]: Have an integrated online  
portal to lodge export documents, which can be routed  

to our banks. Especially for small quantities.
– SMB SURVEY RESPONDENT
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EXPANDING TO ONLINE SALES 
29 percent of SMBs that were not already selling online indicated that they would like to expand their business to include online sales in the future.

Desirable e-commerce export destinations for SMBs: Europe and Eurasia, Middle East and North Africa (MENA), and East Asia and Pacific

Top e-commerce export country destinations: United States, United Kingdom, and Australia

We would welcome more awareness 
programs about government programs  

and regular webinars. 
– SMB SURVEY RESPONDENT

The majority of SMBs identified five main barriers to  
expanding to online sales:
• Logistics (packaging, inventory storage, shipments)
• Online marketing and branding
• Managing online sales
• Access to finance (credit, insurance)
• Setting up e-payments

SMBs identified three areas where government support 
is needed to assist them in expanding to online sales:
• Accessing market information from other countries
• Awareness of trade agreements
• Taxes and duties 
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POLICY RECOMMENDATIONS 

METHODOLOGY:  In 2021, UPS commissioned Nathan Associates to conduct an online survey of SMBs in India and eight other developed and developing countries. The online survey included 40 
questions related to SMB characteristics, SMB e-commerce trade activities, and challenges faced by SMBs especially during the COVID-19 pandemic. The online surveys were disseminated by MRSS 
and India SME Forum in India during March- April 2021. A total of 168 SMBs were surveyed. SMBs were identified based on the definition for MSMEs, which the Indian government defines based on 
investment and annual turnover. The survey did not collect this information, and therefore relied on the discretion of its local partners to disseminate the survey to SMBs. According to the Ministry of 
MSME, employment as a criterion for classifying SMEs is problematic in the Indian context due to: (i) factors such as seasonality and informal nature of engagement and (ii) similar to investment criteria, 
this would also require physical verification and has associated cost overheads. Two of the SMB respondents which were outliers (in terms of business size) were not used in the analysis. The remaining 
166 online survey responses were analyzed using SPSS software and supplemented by interviews with local experts and SMB owners. A desk review of SMBs related policies and statistics per country 
was also conducted by Nathan Associates.

ACKNOWLEDGEMENTS: UPS and Nathan Associates would like to express their thanks to MRSS and India SME Forum for disseminating the online survey. 

The Indian government is taking steps to support SMBs in India with online access. For example, the “Digital India” initiative aims to expand internet accessibility for small businesses 
across the country. The Technology Centre Framework initiative is aimed at facilitating access to various transformative technologies such as cloud-based platforms for SMBs. There are 
also a number of regional initiatives being taken by state governments. However, one survey respondent also pointed out that the flipside of this is that more policy coordination is 
needed. The global private sector including UPS and Amazon are also stepping up.

The findings of the SMB Survey of e-commerce activity in India lead to the following policy recommendations on how government support could be improved:

SUPPORT SMB E-COMMERCE TRADE
• Keep SMBs up to date on information on international markets, compliance and customs requirements, and new laws, programs, and initiatives by 

sending emails or text messages to SMBs registered as e-commerce traders.
• Greater focus is needed on access to trainings on how to increase online sales, which is especially critical during the pandemic.
• India is still largely a cash-based society with a lack of consumer trust in credit cards and online payments. Most Indian e-commerce companies have 

the option of cash-on-delivery, which can be quite costly and unpredictable. More can be done to build consumer trust around e-payments. 

INCREASE THE CAPACITY OF SMBS IN E-COMMERCE EXPORT
• The government needs to support SMBs in protecting their intellectual property. IPR protection remains a big issue for e-commerce in India. Trademark and 

copyright protection is especially critical for SMBs engaged in cross-border e-commerce.
• The government can also create greater awareness of trade agreements that support SMBs. 
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Small and medium-sized businesses (SMBs)1 account for 60 percent of Indonesia’s GDP and 97 percent of the domestic 
workforce.2 A recent study of SMBs in Indonesia found that SMBs that have an online presence have been more resilient 
throughout the COVID-19 pandemic, as they are more likely to continue producing and selling goods.3 Indonesia’s 
e-commerce sector is at a nascent stage, with expenditures at a relatively low rate of 3 percent for total retail.4 
 

EXECUTIVE SUMMARY 
UPS, in partnership with Nathan Associates, conducted a survey of 72 SMBs to understand current opportunities and challenges 
for e-commerce trade within the SMB sector in Indonesia. This report highlights the main survey findings and includes policy 
recommendations for government support. The key findings are below:

SMBs were active in 15 different business sectors. The three top business sectors represented included Food and Drink, Fashion and 
Apparel, and Beauty, Personal Care and Cosmetics. Most SMBs were engaged in B2C sales (54%) or combined B2C and B2B sales (28%). 
Only 18 percent were engaged solely in B2B sales.

The top three challenges SMBs faced as a result of the COVID-19 pandemic: 
• Decreasing in-person sales (82%)
• Increasing need to offer new products and/or services (78%)
• Additional costs related to COVID-19 restrictions and compliance (73%)

Nearly all SMBs surveyed were selling online (94%). Of those, 66 percent used direct sales to fulfill online orders, 24 percent used 
indirect sales, and 4 percent used both direct and indirect sales. Only 6 percent used drop-shipping sales methods. SMBs that drop-ship 
goods do not need to store inventory or ship the products or goods. Instead, these businesses use third party suppliers to ship the 
products directly to the customer.

63 percent of SMBs were engaged in domestic e-commerce trade. Close to one-third of SMBs engaged in both domestic and 
international e-commerce trade. For logistics, most SMBs used private shipping providers (84%).

SMBs faced three main challenges with e-commerce sales during the COVID-19 pandemic:
• Attracting new customers and increase sales (98%)
• Packing and shipping goods (81%) 
• Increasing marketing and advertising efforts (72%)

1 This report uses the term small and medium-sized businesses (SMBs) to refer to micro, small and medium-sized enterprises (SMEs).
2 SMEs safeguard economy Editorial Board The Jakarta Post Jakarta. July 17, 2020 https://www.thejakartapost.com/academia/2020/07/17/smes-safeguard-
economy.html 

3 Mandiri Institute survey
4 Compared with 16 percent China and 12 percent in the USA. Source: https://www.thejakartapost.com/academia/2020/04/21/in-challenging-times-
digital-economy-and-e-commerce-can-chart-a-path-toward-recovery.html

INDONESIA:  
Supporting SMB Growth: Unlocking Opportunities through E-commerce



©2021 United Parcel Service of America, Inc.  SUPPORTING SMB GROWTH: UNLOCKING OPPORTUNITIES THROUGH E-COMMERCE   |  INDONESIA  |  24

For e-commerce export, the majority of SMBs identified the following  
additional barriers:  
• Protection of intellectual property rights 
• Complexities of collecting taxes from customers and/or presenting VAT  

to companies
• Managing international electronic payments

SMBs recommended the following improvements to government support: 
• Information that is clear and accessible on e-commerce trade requirements 
• Subsidies and policies for e-commerce trade 
• Access to commercial credit 

Close to one-fourth of SMBs benefited from government programs, including credit 
and tax subsidies and online training provided through programs such as Bangga Buatan 
Indonesia and the partnership with the Indonesian E-commerce Association (IdEA) during 
the COVID-19 pandemic.

DETAILED SURVEY RESULTS
Small and Medium Business Owner Characteristics

Business Owner Age: The vast majority of SMB owners were 25 - 44 years old (80%)
Business Size: Most SMBs had less than 10 employees (94%) and the average SMB size was 8 employees 
Business Age: The majority of SMBs were less than 10 years old (80%) and the average business age was 6 years

53%
Women SMB owners

47%
Men SMB owners

BUSINESS OWNER GENDER

16%
Services 

84%
Goods

SMBs SELLING GOODS OR SERVICES

Online sales lead to learning new flows 
and payment schemes.  
– SMB SURVEY RESPONDENT

94%
Sell online

6%
Would like to sell online 

SMBs ENGAGED IN ONLINE SALESAll SMBs surveyed were either selling online (94%)  
or would like to add online sales in the future (6%) 
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Main business challenges as a result of the COVID- 19 pandemic:
• Decreasing in-person sales (82%)
• Increased need to offer new products and services (78%)
• Additional costs to comply with COVID-19 restrictions (73%)
• Setting up and managing e-payments (72%)

Government support for SMBs
• 24% of SMBs benefited from government programs such as the Bangga Buatan 

Indonesia that provided credit and tax subsidies and online training for SMBs 
during the COVID-19 pandemic5

• 12% of SMBs applied but did not receive any support or benefits 
• 64% of SMBs did not apply and did not receive any support or benefits 

5 https://www.banggabuatanindonesia.co.id/

70%

72%

74%

76%

78%

80%

82%

In-person sales 
decreased 

82%

Increased need to 
offer new products 

or services

78%

Additional costs
to comply with 

COVID-19 restrictions

73%

Setting up 
and managing 
e-payments

72%

MAIN BUSINESS CHALLENGES FACED DURING COVID-19

Food & Drink
Fashion & Apparel

Beauty, Personal Care & Cosmetics
Sports & Recreation

Home, Garden & Furniture
Accommodation

Computers, Electronic & ICT Products
Gi�s & Collectibles

Professional Services &  Information Technology 
Stationery & Office Supplies

0 5 10 15 20 25 30 35 40 45

Percent of respondents operating in sector

SMB SECTORS*

Approximately 1 in 7 of SMBs were operating in two or more sectors

[During COVID-19] We need to be more creative in developing new products 
that spark customer curiosity and provide promos to attract new customers.  

– SMB SURVEY RESPONDENT

*Five sectors with only one 
SMB respondent are not shown: 
Computer Software, Apps, 
Videos; Books, Magazines & 
Publications; Industry; Real 
Estate; and Other (Automotive 
Services). 
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E-COMMERCE TRADE
94 percent of SMBs were using e-commerce trade to sell online. The vast majority were selling goods rather than services. 

The most popular form of sales of goods online was direct sales (66%). Fewer SMBs engaged in indirect online sales (24%). Even less were engaged 
in drop-shipping goods (3%) together with direct and/or indirect sales. Unlike direct or indirect online sales, SMBs that drop-ship goods do not need to 
store inventory or ship the products or goods. Instead, these businesses use third party suppliers to ship the products directly to the customer. 

Most SMBs engaged in B2C sales (54%) or combined B2C and B2B sales (28%), while only 18 percent engaged in only B2B sales. B2B sales refer 
to companies who primarily sell products and services to businesses rather than consumers. B2B sales can help SMBs increase their sales volume since 
B2B orders tend to be larger, have longer sales cycles, and are usually made in advance.

The majority of SMBs maintained a brick-and-mortar store in addition to an online store (53%). 

The top three motivations for online sales were to: increase business sales (71%), expand to new markets (59%), and attract new customers (47%).

Almost all SMBs used either an online platform (72%) or their own web shop (26%) for online sales. The top three online platforms used were 
Tokopedia, Shopee, and Bukalapak. 28 percent of SMBs also utilized social media apps such as Instagram for selling online.
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TOP FOUR CHALLENGES TO ONLINE SALES DURING COVID-19
We need government assistance to  

get local products export ready.
– SMB SURVEY RESPONDENT

Top four challenges to online sales during the COVID-19 
pandemic:
• Need to increase sales (98%)
• Packaging and shipping goods (81%) 
• Marketing and advertising (72%)
• Providing customer service and managing returns (66%)
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About two-thirds of SMBs were engaged in domestic e-commerce trade (68%) 
while close to one-third engaged in domestic e-commerce and international 
e-commerce trade (32%). 

 
Gender differences: Women SMB owners tended to own relatively younger businesses 
(less than four years old) and sell goods more often than SMBs owned by men. 

The vast majority of SMBs used private shipping providers (84%), while nearly a 
third used car and bicycle couriers.

The Indonesian government is supporting online sales through the development 
and launch of two e-commerce platforms ‘Blibli.com’ and ‘IDN store’. Both platforms 
promote local SMBs selling Indonesian products to domestic and international buyers. 

Government support for SMB e-commerce could be improved in some key areas. 
Over half of SMB respondents indicated three areas where they would like more 
government support: 

• Subsidies for e-commerce (58%)
• Access to commercial credit (52%)
• Policies for SMBs in e-commerce (52%) 

68%
Only Domestic Online Sales

32%
Domestic and
International Online Sales

REACHING CUSTOMERS THROUGH ONLINE SALES

It’s difficult to calculate the shipping costs for export destinations.
– SMB SURVEY RESPONDENT

Many SMBs in Indonesia are ill equipped to fulfill long term 
contracts with international buyers and have difficulties with 

maintaining product standards and buyer relationships.   
– DIAH YUSUF, CEO, INDONESIA PRIMA
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E-COMMERCE EXPORT 
While 94 percent of SMBs engaged in e-commerce, only 32 percent of SMBs sold both domestically and internationally. Even for the SMBs that engaged 
in e-commerce export, on average, only 28 percent of their online sales were to international customers, while 72 percent were to domestic customers. 
This indicates there is still a tremendous opportunity to expand SMB e-commerce export. 

Top e-commerce export destinations: East Asia and Pacific and Europe and Eurasia 

Top e-commerce export country destinations: Malaysia, Singapore, and Japan

SMBs that exported through e-commerce sales were more likely to combine B2C and  
B2B sales than SMBs engaged in domestic e-commerce sales. 

SMB e-commerce exporters were also more highly motivated to increase business sales 
(86%) than SMB e-commerce domestic sellers (64%). 

SMBs exporting in the Food and Drink sector were characterized with the highest ratio 
of online export sales to domestic online sales (38%).6

Gender differences: Women-owned SMBs were less likely to have a physical store in 
addition to engaging in e-commerce export than men-owned SMBs. 

Main SMB challenges for e-commerce exports: 
• Protection of intellectual property rights 
• Complexities of collecting taxes from customers and/or presenting VAT to companies
• Processing international e-payments 

6 Based on SMBs operating in only one sector.
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GOVERNMENT SUPPORT 
E-commerce and SMBs highlighted in trade agreements: The Regional Comprehensive Economic 
Partnership (RCEP) trade agreement was ratified in 2020 and includes chapters for e-commerce and SMBs. 
The RCEP was signed by all 10 ASEAN members with Australia, China, Japan, New Zealand, and South Korea.7

New laws addressing the financing needs of SMBs: In February 2021, the Ominbus law was introduced 
which includes business incentives for SMBs such as ‘asset-based loans’ which do not require ‘collateral’ but 
are based on business assets and includes free governmental legal assistance for SMB business contracts.8 

EXPANDING TO ONLINE SALES
All the SMBs that were not already selling online indicated that they would like to expand their business to include online sales in the future.

Desirable e-commerce export destinations for SMBs:
East Asia and Pacific, Europe and Eurasia, and Middle East and North Africa (MENA)

7 ASEAN’s 10 member countries include: Brunei, Cambodia, Indonesia, Laos, Malaysia, Myanmar, the Philippines, Singapore, Thailand, and Vietnam.
8 Baker McKenzie (2012) Indonesia: The Government Delivers Long Awaited Draft Omnibus Law to Parliament. https://www.bakermckenzie.com/en/insight/publications/2020/02/government-delivers-
long-awaited-draft-omnibus-law, February 21, 2021

The presence of the government in the midst 
of the pandemic is very much needed.

– SMB SURVEY RESPONDENT

SMBs identified four areas where government support is needed 
to assist them in expanding to online sales:
• Accessing market information from other countries
• Understanding compliance requirements and customs
• Information on the benefits of trade agreements
• Protecting intellectual property rights

The majority of SMBs identified the following main barriers to 
expanding to online sales:
• Logistics (packaging, inventory storage, shipments)
• Reliable and secure internet access 
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SUPPORT SMB E-COMMERCE TRADE 
• Expand online training and in-person training for SMBs to increase their capacity to develop and maintain long-term online sales. It is suggested that in 

addition to the online training programs the Indonesian government is currently supporting for e-commerce trade, a network of local small business 
development centers should be developed in partnership with local business support organizations to provide in-person support.9

• Educate SMBs on the benefits of expanding to include B2B online sales in addition to B2C online sales.
• Increase access to secure and reliable internet connections.

INCREASE SMB E-COMMERCE EXPORT
• Simplify customs and facilitate duties and tax collection for low value shipments.
• Increase access to trade credit.
• Create a single online source for e-commerce export information for SMBs such as: 

 » Existing trade agreement benefits for SMBs
 » Assistance with calculating shipping, customs, and other export related costs 
 » Contact information for Indonesia’s existing International Trade Promotion Centers (ITPCs) that can connect SMBs with international buyers 

ENABLE SMB E-COMMERCE EXPORT EXPANSION Add specific information to the SMB e-commerce export website for SMBs interested in online sales. This 
could take the form of an educational step-by-step guide for exporting including topics such as:10 

• Understanding another country’s market information
• How to find information on compliance and customs requirements 
• The SMB e-commerce export benefits of existing trade agreements 
• How to protect intellectual property rights 

 

9 Such as the national network of small business development centers (SBDCs) in the US. SBDCs are supported by the US government’s Small Business Association and hosted by universities, colleges, 
state economic development agencies and private sector organizations.

10  Such as provided by the Canadian Government’s Trade Commissioner’s website: https://www.tradecommissioner.gc.ca/guides/exporter-exportateurs/step1-etape1.aspx?lang=eng.

METHODOLOGY – In 2021, UPS commissioned Nathan Associates to conduct an online survey of SMBs in Indonesia and eight other developed and developing countries. The online survey included 40 
questions related to SMB characteristics, SMB e-commerce trade activities, and challenges faced by SMBs especially during the COVID-19 pandemic. The online surveys were disseminated by Indonesia 
Prima during March- April 2021. A total of 75 businesses were surveyed of which 72 conformed to the business size definition for SMBs in Indonesia (less than 100 employees). These 72 SMBs were 
used for the analysis presented in this report. The online survey responses were supplemented by interviews with local experts and SMB owners. A desk review of SMBs related policies and statistics per 
country was also conducted by Nathan Associates.

ACKNOWLEDGEMENTS – UPS and Nathan Associates would like to express their thanks to Diah Yusuf and Indonesia Prima for disseminating the online survey. 

The findings of the SMB Survey of e-commerce activity in Indonesia lead to the following policy recommendations on how government support could be improved:

POLICY RECOMMENDATIONS 

https://www.tradecommissioner.gc.ca/guides/exporter-exportateurs/step1-etape1.aspx?lang=eng
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Small and medium-sized businesses (SMBs)1 generate close to 70 percent of overall value-added in the Italian economy, 
exceeding the EU average of 56 percent.2 Italy’s e-commerce industry is amongst the more modest in Europe, accounting 
for just 6.5 percent of overall retail, though uptake of e-commerce has been growing and is expected to stabilize at an 
annual growth rate of 10 percent per year by 2023. If Italy bridges its 40 percent gap compared to Spanish peers on an 
index of e-commerce indicators, it could add 1.9 percent a year on average to its GDP growth. As more Italians continue 
to take up online shopping and as smartphone penetration rises, e-commerce will represent an important source of 
revenue for businesses and a driver of economic growth.3 

EXECUTIVE SUMMARY
UPS, in partnership with Nathan Associates, conducted a survey across 69 SMBs to understand current opportunities and challenges for 
e-commerce trade within the SMB sector in Italy. This report highlights the main survey findings and includes policy recommendations for 
government support. The key findings are below.

SMBs were active in 15 different business sectors. The three top business sectors represented include: Food and Drink, Manufacturing, and 
Fashion and Apparel. The vast majority of SMBs were engaged in B2C sales (90%), while only 10 percent were engaged in B2B sales.

The top four challenges SMBs faced as a result of the COVID-19 pandemic: 
• Decreased in-person sales (84%) 
• Worsening cash flow (70%)
• Dealing with additional costs related to COVID-19 restrictions and compliance (69%)
• Increasing need to offer new products and/or services (67%)

46 percent of SMBs were selling goods or services online. The most popular form of online sales of goods was direct sales to customers 
(58%) and direct sales together with drop-shipping sales (19%). Fewer SMBs engaged in indirect online sales (19%) by selling products 
made by others to online customers. Only a few SMBs engaged in both indirect and drop-shipping sales (3%). Almost all SMBs used either 
an online platform (55%) or their own web shop (13%) for online sales. 

30 percent of SMBs surveyed engaged in e-commerce export. For logistics, almost all SMBs used private shipping.  

SMBs faced four main challenges with e-commerce sales during the COVID-19 pandemic:
• Attracting new customers and increasing sales (81%)
• Need to increase marketing and advertising efforts (64%) 
• Packing and shipping goods (53%)
• Increased need for providing customer services and managing returns (53%)

For e-commerce export, the majority of SMBs identified the following additional barriers:   
• Customs-related costs 
• Complexities of collecting taxes from customers and/or presenting VAT to companies 

1 This report uses the term small and medium-sized businesses (SMBs) to refer to micro, small, and medium-sized enterprises (MSMEs).
2 Excluding the Italian finance industry. Source: 2019 SBA Italy Fact Sheet.
3 https://www.jpmorgan.com/europe/merchant-services/insights/reports/italy-2020#footnote-2

ITALY:  
Supporting SMB Growth: Unlocking Opportunities through E-commerce 
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SMBs recommended the following improvements to government support: 
• Clear and accessible information on e-commerce trade requirements 
• Subsidies and policies for e-commerce trade 
• Access to information and resources for e-commerce trade such as trade rules,  

trade finance, and logistics 

4  Examples of “Ristori’ decree interventions include non-repayable contributions, suspension of 
taxes, contributions and payments and two additional months of emergency income. https://www.
mef.gov.it/en/covid-19/Italys-Ristori-decrees-measures-to-help-those-in-difficulty-00001/

68 percent of SMBs benefited from government programs such as interventions 
under various “Ristori” and “Sostegni” decrees, the wage guarantee fund “Cassa 
Integrazione”, bank grants and loans, refunds for business COVID-19 PPE expenses,  
and support for VAT payments.4 
 

DETAILED SURVEY RESULTS
Small and Medium Business Owner Characteristics

Business Owner Age: Most SMB owners surveyed were 45 - 64 years old (64%)
Business Size: Most SMBs had less than 10 employees (76%) and the average SMB size was 8 employees 
Business Age: The majority of SMBs were older than 10 years old (77%) and the average business age was 32 years

 

 
 

49%
Women SMB owners

51%
Men SMB owners

BUSINESS OWNER GENDER

23%
Services 

77%
Goods

SMBs SELLING GOODS OR SERVICES

… there has been an increase in competition 
and therefore more investments are necessary 

to maintain online visibility. 
– SMB SURVEY RESPONDENT

16%
Do not sell online

12%
Not sure if they would 

like to sell online 

46%
Sell online

26%
Would like to sell online 

SMBs ENGAGED IN ONLINE SALES

The majority of SMBs surveyed were either selling online (46%) 
or would like to add online sales in the future (26%). 
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Main business challenges faced during the COVID- 19 pandemic:
• In-person sales decreased (84%)
• Decreasing cash flow (70%)
• Additional costs to comply with COVID-19 restriction (69%)
• Need to offer new products or services (67%)

Gender differences: A 2020 survey found that due to COVID-19, women-owned SMBs 
were more likely to need government support to address liquidity shortages, pay 
fixed costs, access credit, and digitize than men-owned SMBs.5 

5 Based on a 2020 survey conducted in 2020 by the National Chambers of Commerce 
Association (Unioncamere). The survey included 2,000 manufacturing and service 
companies https://www.unioncamere.gov.it/P42A4622C160S123/-le-donne-pagano-il-conto-
pi%EF%BF%BD-salato-della-pandemia--il-covid-azzera-la-crescita-delle-imprese-femminili.htm
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Government support for SMBs
• 68% of SMBs benefited from government programs such as bank grants and loans, 

refunds for business COVID-19 PPE expenses, and support for VAT payments.6 Many 
of these support initiatives were part of the “COVID-19 economic boost packages” 
adopted by the government as the first lockdown was put in place (starting with the 
“Cura Italia Decree Law” and following legislative provisions).7

• 6% of SMBs applied but did not receive any support or benefits 
• 26% of SMBs did not apply for and did not receive any support or benefits 

E-COMMERCE TRADE
46 percent of SMBs engaged in e-commerce trade and nearly all of these SMBs were selling goods online.8

Most SMBs engaged in direct sales sold and shipped their goods directly to customers (58%). Fewer SMBs engaged in indirect online sales (19%): these 
SMBs sold goods online that were made by other companies. 22 percent used a combination of direct and drop-shipping or indirect and drop-shipping 
sales methods. Unlike direct or indirect online sales, SMBs that drop-ship goods do not need to store inventory or ship the products or goods. Instead, these 
businesses use third party suppliers to ship the products directly to the customer.  

Nearly all SMBs engaged in B2C sales (90%). Only 10 percent of SMBs engaged in B2B sales. B2B sales refer to companies who primarily sell products 
and services to businesses rather than consumers. B2B sales can help SMBs increase their sales volume since B2B orders tend to be larger, have longer sales 
cycles, and are usually made in advance.  

The vast majority of SMBs maintained a brick-and-mortar store in addition to an online store (78%). 

The top three motivations for online sales were to: increase business sales (84%), attract new customers (59%), and expand to new markets (47%).

Almost all SMBs used either an online platform (55%) or their own web shop (13%) for online sales. The top two online platforms used were Amazon 
and Ebay. 

6 PPE = personal protective equipment
7 https://www.oecd.org/coronavirus/policy-responses/italian-regional-sme-policy-responses-aa0eebbc/
8 SMBs engaged in e-commerce trade sell goods or services online using the internet and transfer money and/or data to execute these online transactions.

Simplify the legislation on the sale of wine in the EU and international market  
to really incentivize B2C purchases in such a difficult period for companies. 

– SMB SURVEY RESPONDENT

Numerous staff absences due to COVID-19 and for having 
been in contact with people who were COVID-19 positive... 
The biggest difficulty, however, was, and in part still is, the 

uncertainty created in the markets.    
– SMB SURVEY RESPONDENT
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Top four challenges to online sales during the COVID-19 pandemic:
• Need to increase sales (81%) 
• Marketing and advertising (64%)
• Packaging and shipping goods (53%) 
• Providing customer services and managing returns (53%) 

 
 
 
Only about one-third of SMBs selling online were engaged only in domestic 
e-commerce trade (34%) while close to two-thirds engaged in domestic 
e-commerce and international e-commerce export (66%). 

Gender differences: Both women-owned and men-owned SMBs engaged in 
online sales were more likely to be operating in the Food and Drink and Fashion 
and Apparel sectors. 

34%
Only Domestic Online Sales

66%
Domestic and
International Online Sales

REACHING CUSTOMERS THROUGH ONLINE SALES

[Our SMB makes]… bulky but very light and low value 
shipments. The cost of transport for these shipments 

internationally makes our product uncompetitive.
– SMB SURVEY RESPONDENT 0
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Facilitate the understanding of the duty to be paid by each 
country at the time of purchase to facilitate the buyer’s choice. 

– SMB SURVEY RESPONDENT

The Italian Government is supporting online sales through a series of strategies  
and dedicated measures. The “Cura Italia” is an extensive package of governmental 
measures introduced on March 16, 2020 aimed at strengthening the healthcare system  
and providing economic support to households, workers, and businesses to mitigate  
the economic impact of the COVID-19 pandemic.9 This measure included a special 
finance guarantee for export activities and measures dedicated to exports and 
e-commerce to be implemented by the Italian Trade Agency and SACE - SIMEST.

9 The ‘Cura Italia” contains 127 articles. https://www.oecd.org/coronavirus/policy-responses/italian-regional-sme-policy-responses-aa0eebbc/

Government support for SMB e-commerce could be improved in some key areas.  
Over half of SMB respondents indicated areas where they would like more  
government support: 
• Taxes and fees (81%) 
• Awareness of trade agreements that support SMBs (81%)
• Policies for SMBs that specifically engaged in e-commerce exports (79%)
• Subsidies for e-commerce (71%)
• Policies for SMBs in e-commerce (71%)
• Intellectual property rights (71%)
• Information on international markets, compliance, and customs  

requirements (68%)
• Access to training on increasing online sales (64%)
• Access to commercial credit (61%)

E-COMMERCE EXPORT 
Close to one-third of of SMBs surveyed engaged in both international and domestic sales. On average, only 22 percent of online businesses for those 
exporting were to international customers, while 78 percent were to domestic customers. This indicates there is still a tremendous opportunity to 
expand SMB e-commerce export. 

Top e-commerce export regional destinations: Europe and Eurasia, North America, and East Asia and Pacific

Top e-commerce export country destination: United States 

Top e-commerce export European country destinations: Germany, Belgium, France, and Spain
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Gender differences: Women-owned SMBs were slightly less likely to export than  
men-owned SMBs. Popular sectors for both women-owned and men-owned SMBs  
were Food and Drink and Fashion and Apparel.  

A survey of businesses in 2020 found women-owned businesses were less likely to 
be digital- or export-oriented. Women-owned businesses made up only 9 percent of 
companies operating within global value chains.10

Main SMB challenges for e-commerce exports: 
• Customs-related costs 
• Complexities of collecting taxes from customers and/or presenting VAT to companies

The “Made in Italy” brand was developed to promote exports of Italian brands in 
four traditional industries: fashion, food, furniture, and mechanical engineering. 38 
percent of SMBs agreed that counterfeit goods of the “Made in Italy” trademark 
present a challenge for e-commerce exports.  

GOVERNMENT SUPPORT 
Several measures have been adopted since the pandemic began, to foster SMB 
capacity for digital transformation:
• The adoption of the “National Export Pact” promotes digitalization and 

e-commerce adoption. It supports the development of tools and initiatives to 
encourage the use of e-commerce for export activities.

• The rotating fund managed by SACE-SIMEST to promote SMB export activities 
has been continuously increased starting from the “Cura Italia” until the latest 
“Sostegni-bis” Decree Law (2021).

• The economic boost package also improved the SACE online tool “Export UP” 
developed in 2019 to help SMBs export through a step-by-step guide to the 
process of exporting including how to secure export credit insurance.

• Training and education programs have been improved (e.g. “Education to Export” 
(E2E) program, is a free-of-charge online education and information source for 
SMBs). During the pandemic ITA and a group of Italian top-rated universities 
launched the free Smart Export program.

10 Conducted in 2020 by the National Chambers of Commerce Association (Unioncamere). The survey included 2,000 manufacturing and service companies. https://www.unioncamere.gov.it/
P42A4622C160S123/-le-donne-pagano-il-conto-pi%EF%BF%BD-salato-della-pandemia--il-covid-azzera-la-crescita-delle-imprese-femminili.htm

11 https://trade.ec.europa.eu/access-to-markets/en/content/online-tools-and-services-smaller-businesses
12 https://trade.ec.europa.eu/access-to-markets/en/non-eu-markets

The European Union provides support for Italian SMB e-commerce exporters 
through the “Access2Markets” portal that provides information on: tariffs, rules 
of origin, taxes and additional duties, import procedures and formalities, product 
requirements, trade barriers, and trade flow statistics. It also includes specific information 
for SMBs.11

SMBs in Italy also benefit from support for e-commerce trade in EU trade 
agreements: The EU’s “Access2Markets” portal includes a comprehensive description of 
over 40 trade agreements signed by the EU with close to 80 countries.12 
 

https://trade.ec.europa.eu/access-to-markets/en/glossary/tariff
https://trade.ec.europa.eu/access-to-markets/en/glossary/additional-duty
https://trade.ec.europa.eu/access-to-markets/en/glossary/trade-barrier
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EXPANDING TO ONLINE SALES 
49 percent of SMBs that were not already selling online indicated that they would like to expand their business to include online sales in the future.

 

 
Desirable e-commerce export destinations for SMBs: Europe and Eurasia, North America, and South and Central America 

Desirable e-commerce export non-European destination countries for SMBs: United States and Russia

Top e-commerce export European country destinations: Germany, Belgium, France, and the United Kingdom

The majority of SMBs identified the following main barriers  
to expanding to online sales:
• Reliable internet access
• Setting up e-payments
• Logistics (packaging, inventory storage, shipments)
• Managing online sales
• Online marketing and branding
• Access to finance (credit, insurance)

The top three areas where government support is needed  
for SMBs to expand to online sales: 
• Taxes and duties
• Accessing market information from other countries
• Information on the benefits of trade agreements

We are a small business, we cannot sell online alone. 
– SMB SURVEY RESPONDENT
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POLICY RECOMMENDATIONS 

METHODOLOGY:  In 2021, UPS commissioned Nathan Associates to conduct an online survey of SMBs in Italy and eight other developed and developing countries. The online survey included 40 
questions related to SMB characteristics, SMB e-commerce trade activities, and challenges faced by SMBs especially during the COVID-19 pandemic. The online surveys were disseminated by Nathan 
partners including PIN, Federvini, and others during March - April 2021. A total of 69 businesses were surveyed. All 69 businesses surveyed conformed to the business size definition for SMBs in EU 
member countries (less than 250 employees). These 69 SMBs were used for the analysis presented in this report. The online survey responses were supplemented by interviews with local experts 
and SMB owners. A desk review of SMBs related policies and statistics per country was also conducted by Nathan Associates.

ACKNOWLEDGEMENTS: UPS and Nathan Associates would like to express their thanks to PIN at the University of Florence, Confartigianato, and Federvini or disseminating the online survey. 

The findings of the SMB Survey of e-commerce activity in Italy lead to the following policy recommendations on how government support could be improved:

EXPAND RELIABLE INTERNET ACCESS FOR E-COMMERCE ACTIVITY
• Support SMBs engaged in e-commerce activity through the implementation of the National Broadband Strategy taking into account the need for improving 

internet stability and speed for SMBs.13 This can be pursued also through a dedicated institutional communication plan. 
 

SUPPORT SMB E-COMMERCE TRADE
• Ensure that online training and in-person training for SMBs includes issues such as:

 » Online sales options for selling on existing global marketplaces, through their business website, industry specific marketplaces, or social media platforms.
 » The benefits of expanding to include B2B online sales in addition to B2C online sales, such as how to access market information and attract customers and 
maintain long-term online sales.

• Develop a network of local small business development centers in partnership with local business support organizations and local authorities (municipalities) 
to provide in-person support, e.g. by involving ITA’s newly formed Temporary Export Managers.14

INCREASE THE CAPACITY OF SMBS IN E-COMMERCE EXPORT
• Expand outreach to SMBs (especially women-owned SMBs) to inform them of existing e-commerce export promotion programs such as “Export UP”, 

Education to Export (E2E), and the virtual or in-person regional roadshows supported by the Italian Trade Agency (ITA).   
• Provide up-to -date information and access for SMBs to e-commerce export-related issues and resources such as logistics, trade rules and regulations, trade 

brokerage and trade finance.
• Improve training and knowledge of FTAs and international agreements, also by including shipping operators that can provide support via brokerage departments.
• Re-launch the Foreign Affairs Ministry’s call for digital trade proposals to improve skills and knowledge in these key e-commerce growth areas.
• Improve the availability of online training programs. 

EXPAND DIGITAL SKILLS15 AND SMB E-COMMERCE ACTIVITIES
• Continue to improve SMB digital skills through targeted interventions so that they can successfully expand to including e-commerce trade.  
• Improve outreach to SMBs (especially micro and women-owned SMBs) to increase their access to existing training programs on how to expand their business 

activities to include online sales 

13 The broadband/internet vouchers for SMBs are expected to cost up to 500 euros for 30 Mbit/s and up to 2,000 euros for 1 Gb, i.e. 35% of the overall dedicated funds, 1,14 billion euros. 
14 Such as the national network of small business development centers (SBDCs) in the US. SBDCs are supported by the US government’s Small Business Association and hosted by universities, colleges, 
state economic development agencies and private sector organizations

15 Despite the efforts made in the last years and the fact that it is among the countries with the greatest mobile network penetration, Italy is lagging in the DESI Index (Digital Economy and Society Index), 
in the Human Capital area compared to the European average (only 42 percent of citizens possess basic digital skills) https://ec.europa.eu/digital-single-market/en/human-capital-and-digital-skills 

 

https://ec.europa.eu/digital-single-market/en/human-capital-and-digital-skills
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MEXICO:  
Supporting SMB Growth: Unlocking Opportunities through E-commerce 

In Mexico, small and medium-sized businesses (SMBs)1 generate 52.2 percent of GDP and 69.4 percent of the country’s 
employment.2 Mexico continues to outperform Latin America and the Caribbean (LAC) in terms of shaping an inclusive 
digital economy and society. Mexico’s performance in high-technology exports as a share of total manufactured exports 
has been above LAC and OECD averages in the last decade.3

EXECUTIVE SUMMARY 
In March 2021, UPS, in partnership with Nathan Associates, conducted a survey across 85 SMBs to understand current opportunities 
and challenges for e-commerce trade within the SMB sector in Mexico. This report highlights the survey findings and includes policy 
recommendations for government support. The main findings are presented below. 

SMBs were active in 27 different sectors. The three top business sectors represented included: Food and Drink, Fashion and Apparel, and Professional 
Services and Information Technologies. Despite the variety in sectors of operation, 90 percent of SMBs surveyed were engaged in B2C sales.

The top three challenges SMBs faced as a result of the COVID-19 pandemic:   
• Increasing need to offer new products and/or services (88%) 
• Decreasing in-person sales (85%) 
• Worsening cash flow (83%) 

Less than half of SMBs surveyed were selling online. Of the 44 percent SMBs that were engaged in online sales, 44 percent used direct 
sales, while 50 percent combined drop shipping with direct or indirect sales. SMBs that drop-ship goods do not need to store inventory or 
ship the products or goods. Instead, these businesses use third party suppliers to ship the products directly to the customer. Only 6 percent 
of SMBs used all three sales methods (direct, indirect, and drop-shipping). 

13 percent of SMBs engaged in both domestic and international e-commerce. 31 percent of SMBs engaged in online sales sold  
only in the domestic market. For logistics, the majority of SMBs used private shipping providers.

SMBs engaged in e-commerce trade faced three main challenges during the COVID-19 pandemic:
• Increasing need to attract more customers and increase sales (86%) 
• Difficulty with marketing and advertising (81%) 
• Difficulty transitioning to contactless delivery (52%) 

For e-commerce export, the majority of SMBs identified protecting intellectual property rights as the main challenge affecting international 
online sales. 

SMBs recommended the following improvements to government support: 
• Reduce the amount of paperwork needed to access business support programs and services
• Increase the availability of SMB services online

SMBs benefited from government programs such as the financial support program Credito a la Palabra and loans for women-owned micro 
or small-sized businesses.

1 This report uses the term small and medium-sized businesses (SMBs) to refer to micro, small and medium-sized enterprises (MSMEs). 
2 Instituto Nacional de Estadîstica Geografîa e Informâtica (Inegi). Directorio de empresas y establecimientos 2019 Resultados oportunos (2019), pp. 1-4
3 https://www.cepal.org/sites/default/files/publication/files/46030/LEO_2020outlook_en.pdf
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DETAILED SURVEY RESULTS
Small and Medium Business Owner Characteristics

Business Owner Age: The majority of SMB owners surveyed are 25 - 44 years old (65%)
Business Size: The vast majority of SMBs have less than 10 employees (87%) and the average SMB size is 6 employees 
Business Age: The majority are less than 10 years old (59%) and the average business age is 10 years

 

65%
Women SMB owners

35%
Men SMB owners

GENDER OF SMB OWNERS

24%
Don't sell online 

44%
Sell online

32%
Would like to sell online 

SMBs ENGAGED IN ONLINE SALES

34%
Services 

66%
Goods

SMBs SELLING GOODS OR SERVICES

The majority of SMBs are either selling online (44%) 
or would like to expand  to online sales (32%).

I had to radically change my business’s approach 
in order to include online sales.

– SMB SURVEY RESPONDENT 
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Main business challenges faced during the COVID-19 pandemic:
• Increased need to offer new products or services (88%)
• In-person sales decreased (85%)
• Decreasing cash flow (83%)
• More difficult to attract customers (82%)

Government support for SMBs during the COVID-19 pandemic:
• 4% received loans form the Financial Support Program for Family  

Micro-businesses, Crédito a la palabra
• 1% received a loan targeting women-owned micro or small businesses
• 24% applied but did not receive any support or benefits 
• 71% were not aware of and did not receive any support or benefits
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*Eight sectors with only one SMB survey 
respondent which are not shown in the graph 
include: Books, Magazines and Publications; 
Electric/Gas/Steam/ Air Conditioning Supply;  
Co-working Space; Entertainment; Fumigation 
and Disinfection Services; Shipping and 
Packaging; Psychological Services; Carpentry; 
and Health Care.

29 percent of SMBs operated in two or more sectors

Not being able to attend events such as fairs, bazaars and exhibitions 
and losing business clients because they had to close their businesses 

during the pandemic negatively affected my business.  
– SMB SURVEY RESPONDENT
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TOP THREE CHALLENGES TO ONLINE SALES DURING COVID-19 

In Mexico, 54% of SMBs seek to export 
products with the help of e-commerce.

– GS1 AMVO 2020 SURVEY

E-COMMERCE TRADE 
44 percent of SMBs were using e-commerce trade to sell online.4 Of these, the majority were using e-commerce to sell goods (67%). The most popular 
form of sales was direct sales where SMBs sold and shipped their goods directly to customers (44%). SMBs also commonly combined direct sales with 
drop-shipping (36%) or indirect sales (selling goods made by other firms) with drop-shipping (14%). 6 percent of SMBs used all three sales methods 
(direct, indirect, and drop-shipping). Unlike direct or indirect online sales, SMBs that drop-ship goods do not need to store inventory or ship the products 
or goods. Instead, these businesses use third party suppliers to ship the products directly to the customer.

Nearly all SMBs engaged in B2C sales (73%) or combined B2C and B2B sales (19%), while only 8 percent engaged in only B2B sales. B2B sales refer to 
companies who primarily sell products and services to businesses rather than consumers. B2B sales can help SMBs increase their sales volume since B2B 
orders tend to be larger, have longer sales cycles, and are usually made in advance.

Less than half of SMBs selling online also maintained a brick-and-mortar store (46%). 

Most of these SMBs used either an online platform (47%) or their own web shop (33%) for online sales. 17 percent used a partner company’s website 
to sell online. The two most often used online platforms were Mercado Libre and Shopify. 16 percent of SMBs also used social media apps such as 
Facebook, Instagram, or WhatsApp for online sales.

4 SMBs engaged in e-commerce trade sell goods or services online using the internet and transfer money and/or data to execute these online transactions. 

The top three challenges to online sales during the COVID-19 pandemic:
• Need to increase sales
• Marketing and advertising
• Contactless delivery to customers
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GOVERNMENT SUPPORT

The Government of Mexico has launched several initiatives to support SMBs, 
especially during the COVID-19 pandemic: 
• Launched the “Digital Skills” online toolbox that supports the digitalization 

of SMBs, available on the government’s online platform dedicated to the 
needs of SMBs (MIPYMES.MX).  

• Provided free training sessions via Facebook Live aimed at increasing SMB 
e-commerce skills and effective use of digital platforms.

• Introduced a number of initiatives to increase SMB access to credit through 
programs such as “El programa de Apoyo a Empresarios Solidarios” and 
“Apoyo a trabajadores independientes y del hogar.” 

Government support for SMB e-commerce could be improved in some  
key areas:
• Increasing awareness of existing trade agreements
• Providing technical courses on topics such as small business factoring, writing 

contracts, and shipping logistics
• Lowering the cost of duties and taxes for shipping exports

Gender differences: Women-owned SMBs engaged in domestic online sales were more 
likely to be sole proprietors than men-owned SMBs. This difference was not found between 
women-owned and men-owned SMBs that also engaged in e-commerce exporting. 

Women-owned SMBs were more likely to sell goods (79%), while men-owned SMBs 
were more likely to sell services through online sales (58%).

70 80
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21%

58%
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Sell goods online
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Women-owned SMBs Men-owned SMBs

WOMEN-OWNED AND MEN-OWNED SMBS  
SELLING GOODS OR SERVICES ONLINE

70%
Only Domestic Online Sales

30%
Domestic and
International Online Sales

REACHING CUSTOMERS THROUGH ONLINE SALES

One third of SMBs added online sales due to COVID-19.
– GS1 AMVO 2020 SURVEY

Two-thirds of SMBs used private shipping providers,
while one-third used car and bicycle couriers. 

Over two-thirds of SMBs selling online sold  
only in the domestic market (70%). 
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E-COMMERCE EXPORT 
While 44 percent of SMBs engaged in e-commerce, only 13 percent of SMBs sold both domestically and internationally. Even for the SMBs that engaged 
in e-commerce export, on average, only 34 percent of their online sales were to international customers while 66 percent were to domestic customers. 
This indicates there is still a tremendous opportunity to expand SMB e-commerce export. 

Top e-commerce export destinations: North America, South and Central America, and Europe and Eurasia

Top e-commerce export country destinations: USA, Australia, and Germany

SMB e-commerce exporters were also more highly motivated to increase business 
sales (100%), attract new customers (82%), and expand into new markets (64%) than 
domestic SMB e-commerce sellers. 

More SMBs engaged in international online sales relied on private shipping 
providers (72%) than SMBs selling to domestic customers (56%).

The main SMB challenges for e-commerce exports:
• Protecting intellectual property rights 
• Additional costs related to customs
• Processing international e-payments 
• Complexities of collecting taxes from customers and/or presenting VAT  

to companies

82%
52%

100%
56%

64%

32%

0 20 40 60 80 10010 30 50 70 90

Increase Business Sales

Attract New Customers

Expand Into New Markets

SMBs engaged in e-commerce export SMBs engaged in online domestic sales

SMB MOTIVATION TO START ONLINE SALES
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5 https://mujerpyme.com/
6 https://www.shetrades.com/en/projects/shetrades-and-ups
7 The 11 countries included in the CPTPP are Australia, Brunei, Canada, Chile, Japan, Malaysia, Mexico, New Zealand, Peru, Singapore, and Vietnam. (which includes a chapter for SMBs.
8 The European Union and Mexico have reached an “agreement in principle” on the main trade parts of a new EU-Mexico association agreement. The new agreement replaces a previous deal between the EU 
and Mexico from 2000. https://ec.europa.eu/trade/policy/in-focus/eu-mexico-trade-agreement/ 

GOVERNMENT SUPPORT
Government support for e-commerce trade: The government’s online platform for  
SMBs includes a section dedicated to SMB e-commerce and export activities such as: 
• Infographics for setting up an online business, online platforms, and websites
• Recent trade agreements  
• Detailed presentation of the USMCA and CPTPP trade agreements
• Specific trade cooperation programs 

To increase the numbers of women-owned SMBs engaged in e-commerce trade and 
export, the government launched an online platform for women-owned SMBs5 and 
collaborated with the International Trade Center’s SheTrades initiative to support 
women-owned SMBs with exporting.6

27 percent of SMBs engaged in e-commerce export benefited from the following 
three trade agreements: 
• The 2020 United States-Mexico-Canada Agreement (USMCA) with the U.S. and 

Canada (which includes chapters for SMBs and e-commerce)
• The 2018 Comprehensive and Progressive Agreement for Trans-pacific Partnership 

(CPTPP) (which includes a chapter for SMBs)7

• The updated trade agreement with the European Union8

Due to the pandemic, I need to find better  
packaging and identify new suppliers. 

– SMB SURVEY RESPONDENT

Lack of capital, due to decreased income  
and increased expenses.

– SMB SURVEY RESPONDENT
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The main barriers for SMBs interested in expanding to online sales:
• Online branding and marketing (71%)
• Reliable and secure internet access (69%)
• Managing online sales (65%)
• Access to financing (credit, insurance) (65%)
• Logistics (packaging, inventory storage, shipments) (61%)
• Processing e-payments (60%) 

The top areas where government support is needed for SMBs to expand to online sales:
• Information on taxes and duties
• Understanding international e-payments
• Awareness of the benefits of existing trade agreements

EXPANDING TO ONLINE SALES 
65 percent of SMB respondents who currently do not sell online would like to expand their businesses with online sales domestically or internationally. 

The main regions where SMBs would like to sell internationally include:  
North America, South and Central America, Europe and Eurasia, East Asia and Pacific,  

Middle East and North Africa (MENA), and India and South Asia

The top ranked country destinations include: U.S., Canada, Spain, and Germany

Access to the internet is difficult. Many  
people use ‘pay as you go plans’ for internet  

access with their cell phone service.
– CLAUDIA DE HEREDIA ROMO, 

E-COMMERCE CONSULTANT AND CO-FOUNDER KICHINK  
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POLICY RECOMMENDATIONS 

EXPAND OUTREACH ACTIVITIES to increase SMB awareness of the information currently available on the MSME online platform. SMBs could benefit from  
the variety of resources currently available on this government sponsored platform. 

 

SUPPORT FOR SMB E-COMMERCE  
• Increase access to high-speed internet connections for SMBs. 
• Reduce the amount of paperwork needed to access business support programs and services.
• Increase the availability of SMB services online. 

INCREASE SMB E-COMMERCE EXPORT
• Expand online training and in-person training for SMBs to increase their capacity to attract and maintain international buyers and technical courses on topics 

such as small business factoring, writing contracts, and shipping logistics.
• Improving the efficiency and reducing the costs of shipping options for SMB exports. 
• Add a step-by-step practical guide for online exporting to the government’s existing MSME platform. The guide could include topics such as:9 

 » Understanding another country’s market information
 » How to find information on taxes, duties, and customs requirements 
 » Costs related to shipping and processing e-payments 
 » Accessing commercial credit and financing 

9  Such as provided by the Canadian Government’s Trade Commissioner’s website: https://www.tradecommissioner.gc.ca/guides/exporter-exportateurs/step1-etape1.aspx?lang=eng. 

METHODOLOGY – In 2021, UPS commissioned Nathan Associates to conduct an online survey of SMBs in nine developed and developing countries. The online survey for Mexico included questions 
related to SMB characteristics, SMB e-commerce trade activities, and challenges faced by SMBs—especially during COVID-19. SMBs were identified based on the definition for MSMEs in Mexico, which 
includes business with less than 250 employees. The survey in Mexico was conducted in March 2021 with results analyzed in April 2021. In Mexico, FUNDES Mexico distributed the online survey, collecting 
85 survey responses. A desk review of SMB-related policies and statistics was conducted by Nathan Associates.

ACKNOWLEDGEMENTS – UPS and Nathan Associates would like to express their thanks to FUNDES Mexico for disseminating the online survey.

The findings of the SMB Survey of e-commerce activity in Mexico lead to the following policy recommendations on how government support could be improved:

https://www.tradecommissioner.gc.ca/guides/exporter-exportateurs/step1-etape1.aspx?lang=eng
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Spain is the 13th largest market for e-commerce globally with a revenue of $21 billion in 2020.1 With an expansion in 
payment options and products continuing to hit the market, Spain could grow to rival Europe’s top three e-commerce 
markets.2 Internet penetration in Spain is estimated to be 91 percent, with 42 million users in January 2020.3 Small 
and medium-sized businesses (SMBs)4 in Spain account for 99 percent of total companies, provide 66 percent of total 
employment, and contribute to 62 percent of overall value added in the Spanish economy.5 In fact, small companies with 
less than 20 employees employ 47 percent of the workforce in Spain compared to 37.5 percent in the European Union.6

EXECUTIVE SUMMARY
UPS, in partnership with Nathan Associates, conducted a survey across 53 SMBs to understand current opportunities and challenges for 
e-commerce trade within the SMB sector in Spain. This report highlights the main survey findings and includes policy recommendations 
for government support. The key findings are below.

SMBs surveyed were active in 13 different business sectors. The three top business sectors represented include: Fashion and 
Apparel, Home, Garden and Furniture, and Gifts and Collectibles. The vast majority of SMBs were engaged in B2C sales (87%) and 13 
percent were engaged in both B2C and B2B sales.

The top four challenges SMBs faced as a result of the COVID-19 pandemic: 
• Worsening cash flow (89%)
• Additional costs related to COVID-19 restrictions and compliance (89%)
• Decreasing in-person sales (85%)
• Increased demand for home delivery (83%)

74 percent of SMBs were selling goods or services online. The most popular form of online sales of goods was direct sales to 
customers (61%). Fewer SMBs engaged in indirect online sales (28%) by selling products made by others to online customers and very 
few engaged in both direct and indirect sales (3%). Only 5 percent engaged in drop-shipping sales and 3 percent engaged in all three 
methods: direct, indirect, and drop-shipping sales methods. SMBs that drop-ship goods do not need to store inventory or ship the 
products or goods. Instead, these businesses use third party suppliers to ship the products directly to the customer.  

SMBs faced three main challenges with e-commerce sales during the COVID-19 pandemic:
• Need to attract new customers and increasing sales (82%)
• Need to increase marketing and advertising efforts (74%)
• Providing customer services and managing returns (74%)

1 https://ecommercedb.com/en/markets/es/all
2 https://www.jpmorgan.com/europe/merchant-services/insights/reports/spain
3 https://www.trade.gov/knowledge-product/spain-ecommerce
4 This report uses the term small and medium-sized businesses (SMBs) to refer to micro, small, and medium-sized enterprises (MSMEs).
5 https://plataformapyme.es/SiteCollectionDocuments/EstrategiaPYME/Presentacion_Estrategia_PYME_EN.pdf
6 https://www.mckinsey.com/business-functions/risk/our-insights/spain-after-covid-19-from-resilience-to-reimagination 

SPAIN:  
Supporting SMB Growth: Unlocking Opportunities through E-commerce 
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28 percent of SMBs engaged in e-commerce export. These SMBs  
received and processed orders using the internet from customers located in foreign 
countries (EU and non-EU). For logistics, approximately half of SMBs used private  
shipping providers (51%) or the national postal service (44%).

For e-commerce export, the majority of SMBs identified the following  
additional barriers:    
• Protection of intellectual property rights  
• International e-payments 

SMBs recommended the following improvements to government support: 
• Subsidies to SMBs such as small business grants and financial or tax incentives to 

cover the additional costs (such as setting up e-payments, website development and 
logistics) incurred in the adoption of e-commerce trade activities

• Facilitate e-commerce trade with the Spanish territories of Ceuta, Melilla, and the 
Canary Islands 

• Access to information and resources for e-commerce export such as trade rules, trade 
finance, and logistics 

58 percent of SMBs benefited from government programs, such as the ICO loan 
guarantees (26%) and unemployment benefits through ERTE (23%), ERTO (4%), and 
other programs (5%).

DETAILED SURVEY RESULTS
Small and Medium Business Owner Characteristics

Business Owner Age: Most SMB owners surveyed were 55 - 64 years old (76%) and slightly older than SMB respondents in other  
EU countries surveyed

Business Size: Most SMBs had less than 10 employees (76%) and the average SMB size was 15 employees 

Business Age: The majority of SMBs were older than 10 years old (83%) and none of the SMBs surveyed were started in the past year

50%
Women SMB owners

50%
Men SMB owners

BUSINESS OWNER GENDER

17%
Services 

83%
Goods

SMBs SELLING GOODS OR SERVICES

17%
Would like to sell online 

5%
Do not sell online

74%
Sell online

4%
Not sure if they would 
like to sell online 

SMBs ENGAGED IN ONLINE SALES

Nearly all SMBs surveyed were either selling 
online (74%) or would like to add online sales 
in the future (17%). Only 5 percent were not 
interested in selling online. 
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Main business challenges as a result of the COVID- 19 pandemic:
• Decreasing cash flow (89%) 
• Additional costs to comply with COVID-19 restrictions (89%) 
• In-person sales decreased  (85%)
• Increased demand for home delivery (83%) 

Government support for SMBs:
• 58% of SMBs benefited from government programs such as loan guarantees  

(ICO) and unemployment benefits (ERTE and ERTO)
• 2% of SMBs applied but did not receive any support or benefits 
• 40% of SMBs did not apply and did not receive any support or benefits 
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15 percent of SMBs were operating in two or more sectors and more than 50 percent were operating in Fashion and Apparel and Home, Garden, and Furniture.

[COVID-19 challenges] decreasing  
customers and increasing competition.  

– SMB SURVEY RESPONDENT
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Our case is special: Our business in is the health 
sector and being an essential trade during the 
[COVID-19] pandemic [meant we had a lot of 

work]… but it is true that there are other factors 
that negatively influence us online such as 

[competition from] larger players. 
– SMB SURVEY RESPONDENT

E-COMMERCE TRADE
74 percent of SMBs engaged in e-commerce trade.7 Most of these SMBs sold goods online rather than services.  

61 percent of SMBs engaged in direct sales and shipped their goods directly to customers. Fewer SMBs engaged in indirect online sales (28%) by 
selling goods online that were made by other companies. Few SMBs engaged in both direct and indirect sales (3%). 5 percent engaged in drop-shipping 
sales and 3 percent engaged in all three methods: direct, indirect, and drop-shipping sales methods. Unlike direct or indirect online sales, SMBs that 
drop-ship goods do not need to store inventory or ship the products or goods. Instead, these businesses use third party suppliers to ship the products 
directly to the customer.  

All SMBs selling online engaged in B2C sales. 87 percent engaged only in B2C sales while 13 percent of SMBs engaged in both B2C and B2B sales.  
None of the SMBs engaged solely in B2B sales. B2B sales refer to companies who primarily sell products and services to businesses rather than consumers. 
B2B sales can help SMBs increase their sales volume since B2B orders tend to be larger, have longer sales cycles, and are usually made in advance.  

All SMBs maintained a brick-and-mortar store in addition to an online store (100%). 

The top three motivations for online sales were to: increase business sales (66%), attract new customers (52%), and supplement the SMB owner’s 
income (30%). 

Almost all SMBs used their own web shop (85%) and some used an online platform (15%) for online sales.  

Top three challenges to online sales during the  
COVID-19 pandemic:
• Need to increase sales (82%) 
• Marketing and advertising (74%)
• Providing customer service and managing returns (74%) 

7 SMBs engaged in e-commerce trade sell goods or services online and 
transfer money and/or data to execute these online transactions. 

0

20

40

60

80

100

Need to 
increase sales 

82%

74% 74%

Providing customer 
service and 

managing returns

Marketing and 
advertising

TOP THREE CHALLENGES TO ONLINE SALES DURING COVID-19



©2021 United Parcel Service of America, Inc. SUPPORTING SMB GROWTH: UNLOCKING OPPORTUNITIES THROUGH ECOMMERCE  |  SPAIN  |  53

The majority of SMBs were engaged in domestic e-commerce trade (61%)  
while 39 percent engaged in both domestic e-commerce and international 
e-commerce export. 

Gender differences: Women-owned SMBs were more likely to use direct sales methods 
for selling to online customers (78%) than men-owned SMBs (45%). Men-owned SMBs 
were more likely to use indirect sales (40%) than women-owned SMBs (17%).

8 https://www.edicomgroup.com/en_ES/news/14853-spain-launches-the-2021-2025-sme-digitalization-plan.html
9 https://www.plataformapymes.org/

Most SMBs used private shipping providers (51%) and the national post office 
(44%) for shipping goods.

GOVERNMENT SUPPORT
The Spanish government recently launched the 2021-2025 “SME Digitalization 
Plan.” This plan will invest over 465 billion euros to address the digitalization needs of 
1.5 million SMBs. One of the plan’s key goals is to increase the numbers of Spanish SMBs 
engaged in e-commerce to 25 percent.8 

SMBs in Spain can access a single online information platform created by Spanish 
government that covers the full life cycle of a company, from business plan to setting 
up, development, and growth.9

Government support for SMB e-commerce could be improved in some key areas. 
Over half of SMB respondents indicated a number of areas where they would like more 
government support: 
• Policies for SMBs in e-commerce (90%)
• Taxes and fees (87%) 
• Access to training on increasing online sales (87%)
• Subsidies for e-commerce (87%)
• Policies for SMBs engaged in e-commerce exports (78%)
• Awareness of trade agreements that support SMBs (75%)
• Access to commercial credit (72%)
• Intellectual property rights (72%)
• Information on international markets, compliance and customs requirements (65%)

61%
Only Domestic Online Sales

39%
Domestic and
International Online Sales

REACHING CUSTOMERS THROUGH ONLINE SALES

[Government support needed]…  
training and strategies for online sales.

– SMB SURVEY RESPONDENT
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E-COMMERCE EXPORT 
While 74 percent of SMBs engaged in e-commerce, only 28 percent of SMBs sold both domestically and internationally. Even for the SMBs that 
engaged in e-commerce export, on average, only 5 percent of their online sales were to international customers while 95 percent were to 
domestic customers. This indicates there is still a tremendous opportunity to expand SMB e-commerce export. 

Top e-commerce export regional destinations: Europe and Eurasia

Top e-commerce export European country destinations: Italy, Portugal, and France

Logistics and e-commerce export: SMBs that were engaged in e-commerce export were 
more likely to use private shipping providers (64%) than SMBs engaged in domestic online 
sales (46%).  SMBs engaged in domestic online sales were more likely to use the national 
post office to ship goods (50%) than SMBs engaged in e-commerce export (29%). 

The main challenges for e-commerce exports: 
• Protection of intellectual property rights  
• International e-payments 

GOVERNMENT EXPORT SUPPORT PROGRAMS: 

The digital export support program, eMarketServices, aims at facilitating Spanish 
companies, especially SMBs, to start and/or develop international e-commerce 
activities. The eMarketServices program is supported by the Spanish government and 
Spain Export and Investment (ICEX) and is funded by the European Regional 

10 https://www.emarketservices.es/emarketservices/es/index.html
11 https://trade.ec.europa.eu/access-to-markets/en/content/online-tools-and-services-smaller-businesses 
12 https://trade.ec.europa.eu/access-to-markets/en/non-eu-markets 

Development Fund. The program offers training courses and webinars in the field 
of digital export, export readiness for companies, information and advisory services 
on foreign markets, and access to a database of companies offering support in the 
development of international export activities.10

The European Union supports Spanish SMB e-commerce exporters through the 
“Access2Markets” portal that provides general and SMB-specific information on 
issues such as: tariffs, rules of origin, taxes and additional duties, import procedures and 
formalities, product requirements, trade barriers, and trade flow statistics.11

SMBs in Spain also benefit from support for e-commerce trade in EU trade 
agreements: The EU’s “Access2Markets” portal includes a comprehensive description of 
over 40 trade agreements signed by the EU with close to 80 countries.12 
 

https://trade.ec.europa.eu/access-to-markets/en/glossary/tariff
https://trade.ec.europa.eu/access-to-markets/en/glossary/additional-duty
https://trade.ec.europa.eu/access-to-markets/en/glossary/trade-barrier
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The majority of SMBs identified the following main barriers to expanding  
to online sales:
• Reliable internet access
• Setting up e-payments
• Managing online sales
• Access to finance (credit, insurance)
• Online marketing and branding 

SMBs identified three areas where government support is needed to assist  
them in expanding to online sales:
• Taxes and duties
• Information on the benefits of trade agreements
• International e-payments

For a small business like ours it takes a very high investment  
to be able to expand to e-commerce, we would need help to  

be able to implement it in a professional way. 
– SMB SURVEY RESPONDENT

EXPANDING TO ONLINE SALES 
64 percent of SMBs that were not already selling online indicated that they would like to expand their business to include online sales in the future. 

 

Desirable e-commerce export destinations for SMBs: Europe and Eurasia, North America, and Middle East and North Africa (MENA)  

Top e-commerce export European country destinations: France, United Kingdom, Italy, Germany, and Portugal
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POLICY RECOMMENDATIONS 

METHODOLOGY: In 2021, UPS commissioned Nathan Associates to conduct an online survey of SMBs in Spain and eight other developed and developing countries. The online survey included 40 
questions related to SMB characteristics, SMB e-commerce trade activities, and challenges faced by SMBs especially during the COVID-19 pandemic. The online surveys were disseminated by Nathan 
partners including 19N and others during March- April 2021. A total of 53 businesses were surveyed. All 53 businesses surveyed conformed to the business size definition for SMBs in EU member 
countries (less than 250 employees). All 53 SMB survey responses were analyzed using SPSS software and supplemented by interviews with local experts and SMB owners. A desk review of SMBs 
related policies and statistics per country was also conducted by Nathan Associates.

ACKNOWLEDGEMENTS: UPS and Nathan Associates would like to express their thanks to 19N in Barcelona for disseminating the online survey. 

The findings of the SMB Survey of e-commerce activity in Spain lead to the following policy recommendations on how government support could be improved:

EXPAND RELIABLE INTERNET ACCESS FOR E-COMMERCE ACTIVITY
• Support e-commerce activity by improving internet stability and speed for SMBs.  

SUPPORT SMB E-COMMERCE TRADE
• Ensure access to online and in-person training for SMBs on topics such as: 

 » Online sales options such as selling on existing global marketplaces, through business websites, industry specific marketplaces, or social media platforms
 » How to set up and manage e-payments
 » The benefits of expanding to include B2B online sales in addition to B2C online sales
 » How to access market information
 » Attracting customers and maintaining long-term online sales

• Support the development of local small business development centers in partnership with local business support organizations and local authorities. 

INCREASE THE CAPACITY OF SMBS IN E-COMMERCE EXPORT
• Expand outreach to SMBs to inform them of existing e-commerce export promotion programs such as eMarketServices.  
• Provide up-to-date information and access for SMBs to e-commerce export-related issues and resources such as logistics, trade rules and regulations, trade 

brokerage, and trade finance.
• Improve the availability of online training programs specifically targeting the needs of SMBs in e-commerce trade. 

EXPAND DIGITAL SKILLS AND SMB E-COMMERCE ACTIVITIES
• Continue to improve SMB digital skills through targeted interventions so that they can successfully expand to online sales.  
• Provide training and support for SMBs to adopt e-payment methods for SMBs.
• Improve outreach to SMBs to increase their access to existing training programs on how to expand their business activities to include online sales. 
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Small and medium-sized businesses (SMBs)1 make up 95 percent of the companies in United Arab Emirates (UAE) and 
employ 86 percent of the total workforce.2 The contribution of the SMB sector to the UAE’s GDP is estimated at 53 percent 
in 2019, up from about 49 percent in 2018. Online sales in the Middle East account for only 2 percent of overall retail 
sales, showing the huge untapped potential for e-commerce expansion.3

EXECUTIVE SUMMARY 
UPS, in partnership with Nathan Associates, conducted a survey across 90 SMBs to understand current opportunities and challenges for 
e-commerce trade within the SMB sector in the UAE. This report highlights the main survey findings and includes policy recommendations 
for government support. The key findings are below.

SMBs were active in 21 different sectors and 17 percent of SMBs were active in two or more sectors. The top two business sectors represented 
were Food and Drink and Construction. Despite the large variety in sectors of operation, 83 percent of SMBs were engaged in B2C sales.

The top three challenges SMBs faced as a result of the COVID-19 pandemic:  
• Decreasing in-person sales (92%)
• Worsening cash flow (87%)
• Increasing demand for home delivery (84%) 

The majority of SMBs surveyed were selling online. Of the 51 percent of SMBs that were engaged in online sales, 39 percent used  
indirect sales to fulfill online orders, 35 percent used direct sales, and 15 percent used both direct and indirect sales. Only 7 percent used 
drop-shipping sales methods. SMBs that drop-ship goods do not need to store inventory or ship the products or goods. Instead, these 
businesses use third party suppliers to ship the products directly to the customer.

20 percent of SMBs were engaged in both domestic and international e-commerce. For logistics, over half of SMBs used private shipping 
providers and nearly half used car and bicycle couriers.

SMBs faced three main challenges with e-commerce sales during the COVID-19 pandemic:
• Attracting new customers and increasing sales (95%)
• Increasing marketing and advertising (89%)
• Providing customer services and managing returns (84%)

For e-commerce export, the majority of  SMBs identified the following additional barriers:
• Processing international e-payments
• Dealing with the complexities of collecting taxes from customers and/or presenting VAT to companies
• Understanding the costs related to customs
• Protecting intellectual property rights 

1 This report uses the term small and medium-sized businesses (SMBs) to refer to small and medium-sized enterprises (SMEs).
2 Data from the Federal Competitiveness and Statistics Authority. SMB’s employ 86 percent of the total workforce in the non-oil private sector.  
https://wam.ae/en/details/1395302896749

3 https://www.trade.gov/knowledge-product/united-arab-emirates-ecommerce

UNITED ARAB EMIRATES:  
Supporting SMB Growth: Unlocking Opportunities through E-commerce 
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SMBs recommended the following improvements to government support: 
• Providing SMBs updates on new laws passed during COVID-19 
• Introducing supportive policies for SMB e-commerce activity
• Assisting SMBs with calculating the costs related to domestic and international 

shipping and customs duties 

10 percent of SMBs benefited from government programs, such as the elimination of 
some government fees and reduction of costs for commercial licenses in response to the 
COVID-19 pandemic.

DETAILED SURVEY RESULTS
Small and Medium Business Owner Characteristics

Business Owner Age: Close to three-quarters of SMB owners were 25 - 44 years old (74%)
Business Size: The majority have less than 10 employees (53%) and more than three-quarters of the SMBs have less than 50 employees (76%)
Business Age: The majority were less than 10 years old (69%) and the average business age was 8 years

21%
Women SMB owners

79%
Men SMB owners

BUSINESS OWNER GENDER

15%
Services 

85%
Goods

SMBs SELLING GOODS OR SERVICES

 52 percent of UAE merchants predict an increase in use  
of their e-commerce platform post the COVID-19 crisis.   

– VISA, JUNE 2020*

51%
Sell online

31%
Would like to sell online 

18%
Do not sell online

SMBs ENGAGED IN ONLINE SALES

The vast majority of SMBs were either selling online (51%) or would like to sell online 
in the future (31%). Only 18 percent of SMBs were not interested in selling online.
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Main business challenges as a result of the COVID- 19 pandemic:
• Decreasing in-person sales (92%)
• Decreasing cash flow (87%) 
• Increased demand for at home delivery (84%) 
• Disruption to business supply chain (80%)

Government support for SMBs
• 10% benefitted from support such as the elimination of some government 

fees and the reduction of other fees, such as for commercial licenses  
• 9% applied but did not receive any support or benefits 
• 81% did not apply and did not receive any support or benefits 
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SMB SECTORS*

The decreasing ability for in-person interactions [due to 
COVID-19] have affected our entire business value chain.   

– SMB SURVEY RESPONDENT

17 percent of SMBs operated in two or more sectors

*Sectors not included: 
Other Industry 
(besides Construction); 
Transportation and Storage; 
and Optical
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E-COMMERCE TRADE
51 percent of SMBs engaged in e-commerce trade.4 The vast majority of these SMBs engaged in e-commerce trade sold goods. 

Over one-third of SMBs engaged in direct sales by selling their products directly to customers (39%) or sold indirectly to customers by selling goods 
made by another firm (35%). 15 percent of respondents used a combination of both direct and indirect sales to sell goods online. Only 7 percent of SMBs 
engaged in drop-shipping goods. Unlike direct or indirect online sales, SMBs that drop-ship goods do not need to store inventory or ship the products or 
goods. Instead, these businesses sell products online that are then shipped directly by third party suppliers to the customer.  

Most SMBs engaged in B2C sales (83%), while only 17 percent of SMBs engaged in B2B sales. 72% of businesses maintained a brick-and-mortar store in 
addition to an online store. 

The top three motivations for online sales were to increase business sales (69%), adapt to COVID-19 restrictions (67%), and expand to new markets (58%).

Most SMBs used either an online platform (68%) or their own web shop (21%) for online sales. The top three online platforms used were Amazon, 
Dubizzle, and Zomato.

4 E-commerce trade is the practice of selling goods or services online using the internet and transferring money and/or data to execute these transactions.

0

20

40

60

80

100

Need to 
increase sales 

95%

Contactless delivery 
to customers

82%

Providing customer 
service and 

managing returns

84%

Marketing and 
advertising

89%

TOP FOUR CHALLENGES TO ONLINE SALES DURING COVID-19Many SMBs will have little experience of the online 
distribution environment and will need support and 
guidance to get started and obtain the most from the 

online channel.
– VISA, NOVEMBER 2020*

The top four challenges to online sales during the 
COVID-19 pandemic:
• Need to increase sales (95%)
• Marketing and advertising (89%)
• Providing customer services and managing returns (84%) 
• Contactless delivery to customers (82%)
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60 percent of SMBs engaged in domestic e-commerce while 40% engaged in domestic 
e-commerce and international e-commerce trade.  

GOVERNMENT SUPPORT 

The UAE government identified digital commerce and cashless payments as top 
government priorities as part of Vision 2021.5

Government support for SMB e-commerce activity: Over a third of the respondents 
indicated that the government does not provide adequate support for:
• SMBs engaged in e-commerce (35%) or e-commerce exports (40%)
• Information on international markets, compliance, and customs requirements (37%)
• Awareness of trade agreements (37%)

5 https://www.vision2021.ae/

60%
Only Domestic Online Sales

40%
Domestic and
International Online Sales

REACHING CUSTOMERS THROUGH ONLINE SALES

[Our business is experiencing] difficulty in 
shipping goods and high freight rates. 

– SMB SURVEY RESPONDENT
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TYPES OF LOGISTICS PROVIDERS USED BY SMBs

Now every company wants to sell online 
due to [COVID-19] market changes.  

– SMB SURVEY RESPONDENT

Most SMBs used either private shipping providers (56%) or car and bicycle couriers 
(44%). Few used the national postal service (13%).
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E-COMMERCE EXPORT 
Most SMBs engaged in e-commerce trade sold only to domestic customers (31%), while a smaller percentage sold both to domestic and international 
customers (20%). Even for the SMBs that engaged in e-commerce export, on average, only 30 percent of their online sales were to international 
customers while 70 percent were to domestic customers. This indicates there is still a tremendous opportunity to expand SMB e-commerce export. 

Top e-commerce export destinations: Middle East and North Africa (MENA) and East Asia and Pacific 

Top e-commerce export country destinations: Saudi Arabia, Oman, Egypt, Jordan, and Qatar

SMB e-commerce exporters were more highly motivated to expand into 
new markets (67%) and launch new products and services (56%) than SMB 
e-commerce domestic sellers. 

SMBs selling computers, electronics, and ICT products were more likely to 
be engaged in e-commerce export than SMBs selling food and drink or fashion 
and apparel products.6

The main SMB challenges for e-commerce exports:
• Processing international e-payments 
• Complexities of collecting taxes from customers and/or presenting VAT  

to companies
• Additional costs related to customs
• Protecting intellectual property rights 

6 Based on SMBs operating in only one sector.

GOVERNMENT SUPPORT
UAE’s “SME Protect” Initiative and financial support:
• Launched in 2019 by UAE’s federal export credit company, Etihad Credit 

Insurance (ECI), is an initiative which aims to help SMBs shift from the 
traditional use of “Letters of Credit” or cash payments terms towards sales on 
open credit terms which will facilitate SMBs entering high-growth markets. 

• ECI also offers SMBs financial support for export activities through a large 
ecosystem of strategic partners, including local and international banks.  

In 2012, UAE signed the Greater Arab Free Trade Area Agreement (GAFTA) 
which provides UAE businesses free trade access to Saudi Arabia, Kuwait, 
Bahrain, Qatar, Oman, Jordan, Egypt, Iraq, Lebanon, Morocco, Tunisia, Palestine, 
Syria, Libya, and Yemen. 
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EXPANDING TO ONLINE SALES 
Over one-third of the SMBs that were not already selling online indicated that they would like to expand their business to include online sales in the 
future (37%). Close to a third of SMBs were not sure if they would like to expand to online sales (28%), while the remainder of SMBs were not interested 
in expanding their business to online sales (35%).  

 

Desirable e-commerce export destinations for SMBs:
Middle East and North Africa (MENA), Europe and Eurasia, East Asia and Pacific, India and South Asia, and Sub-Saharan Africa

The top ranked country destinations include: Saudi Arabia, Oman, Bahrain, and Qatar 

While cash on delivery is still the most preferred payment method, payment 
cards and bank transfers are being increasingly used by consumers.   

– VISA, NOVEMBER 2020*

The top four barriers for SMBs in expanding to online sales:
• Reliable and secure internet access (62%)
• Online branding and marketing (58%)
• Logistics (packaging, inventory storage shipments) (56%)
• Managing online sales (54%)

The top three areas where government support is needed 
for SMBs to expand to online sales:
• Accessing market information from other countries
• Understanding compliance requirements and customs
• Processing international e-payments
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POLICY RECOMMENDATIONS 

METHODOLOGY: In 2021, UPS commissioned Nathan Associates to conduct an online survey of SMBs in United Arab Emirates and eight other developed and developing countries. The online survey 
included 40 questions related to SMB characteristics, SMB e-commerce trade activities, and challenges faced by SMBs especially during the COVID-19 pandemic. The online surveys were disseminated 
by Eventis Marketing during March-April 2021. A total of 99 businesses were surveyed of which 90 conformed to the business size definition for SMBs in UAE (less than 200 employees). These 90 SMBs 
were used for the analysis presented in this report. The online survey responses were supplemented by interviews with local experts and SMB owners. A desk review of SMBs related policies and statistics 
per country was also conducted by Nathan Associates.

ACKNOWLEDGEMENTS: UPS and Nathan Associates would like to express their thanks to Sana Sabbah and Eventis for disseminating the online survey. 

CITATIONS: *VISA (2020). The United Arab Emirates (UAE) eCommerce Landscape 2020: Accelerated growth during turbulent times, Report. https://ae.visamiddleeast.com/dam/VCOM/regional/cemea/
unitedarabemirates/media-kits/documents/visa_uae_ecommerce_landscape_2020_ppinion_paper_vf.pdf

FACILITATE SMB DEVELOPMENT 
• Develop a clear definition for SMBs; Business owners are not always sure if they qualify as SMB owners under the current definition. 
• Provide easy-to-access, updated information regarding the impact of new laws on SMBs.

INCREASE SMB E-COMMERCE EXPORT 
• Develop a single online platform dedicated to SMBs and e-commerce trade that includes information on new trade agreements, new trade laws and 

regulations, international markets, and compliance and customs requirements.
• Prioritize SMBs in new trade agreements by including chapters on SMBs and e-commerce.

EQUIP SMBS FOR E-COMMERCE EXPORT EXPANSION
• Develop an educational step-by-step online guide for SMB online sales and exporting, including topics such as: 

 » Online marketing, branding, and advertising
 » Understanding another country’s market information
 » How to find information on compliance and customs requirements
 » Benefits of existing trade agreements  
 » How to protect intellectual property rights 

PROMOTE SMB E-COMMERCE TRADE 
• Keep SMBs up to date with new laws, programs, and initiatives by sending emails or text messages to SMBs registered as e-commerce traders.

The findings of the SMB Survey of e-commerce activity in UAE lead to the following policy recommendations on how government support could be improved:
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Small and medium-sized businesses (SMBs)1 in the United Kingdom account for 99.9 percent of the business 
population—6 million businesses, three-fifths of employment, and around 50 percent of turnover in the private 
sector.2 The United Kingdom is the top market in Europe with a value of over $82 billion and an 82 percent market 
penetration. Annual e-commerce growth in the U.K. is expected to reach 6 percent by 2023, led by the fashion sector.3 
 

EXECUTIVE SUMMARY
UPS, in partnership with Nathan Associates, conducted a survey across 71 SMBs to understand current opportunities and challenges 
for e-commerce within the SMB sector in the United Kingdom. This report highlights the main survey findings and includes policy 
recommendations for government support. The key findings are below.

SMBs were active in 15 different business sectors. The three top business sectors represented included Fashion and Apparel, Food and 
Drink, and Gifts and Collectibles. The vast majority of  SMBs were engaged in B2C sales (89%). Only 11 percent were engaged in B2B sales.

The top four challenges SMBs faced as a result of the COVID-19 pandemic: 
• Increased demand for home delivery (73%) 
• Supply chain disruption (69%) 
• Increase in online sales (67%) 
• Decreased in-person sales (61%)

78 percent of SMBs were engaged in e-commerce by selling goods or services online using the internet. The most popular form of 
online sales of goods was direct sales to customers (47%). Slightly fewer SMBs engaged in indirect online sales (42%). Several SMBs also 
engaged in both direct and indirect sales (4%). Only 2 percent engaged in drop-shipping sales and 4 percent engaged in drop-shipping 
sales combined with either direct or indirect sales. 2 percent of SMBs used all three sales methods. SMBs that drop-ship goods do not 
need to store inventory or ship the products or goods. Instead, these businesses use third party suppliers to ship the products directly to 
the customer.  

SMBs faced three main challenges with e-commerce sales during the COVID-19 pandemic:
• Attracting new customers and increasing sales (80%) 
• Packaging and shipping goods (69%)
• Providing customer services and managing returns (40%)

39 percent of SMBs engaged in e-commerce export. For logistics, approximately half of SMBs either used private shipping providers 
(49%) or the national postal service (47%). 

1 This report uses the term small and medium-sized businesses (SMBs) to refer to small and medium-sized enterprises (SMEs).
2 https://www.fsb.org.uk/uk-small-business-statistics.html
3 https://ecommercegermany.com/blog/european-ecommerce-overview-the-united-kingdom

UNITED KINGDOM:  
Supporting SMB Growth: Unlocking Opportunities through E-commerce 
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For e-commerce export, the majority of SMBs identified the following  
additional barriers:   
• Complexities of collecting taxes from customers and/or filing VAT for business 
• Costs related to customs 

SMBs in the UK have been affected by the UK’s departure from the European  
Union (EU). Most SMBs identified the following post-Brexit challenges to 
e-commerce export: 
• Increased transportation related costs (71%) 
• Adopting customs brokerage related costs (61%) 
• Incorporating  new VAT requirements for B2C sales to customers in the EU (57%) 

SMBs recommended the following improvements to government support: 
• Subsidies to support SMB adoption of e-commerce trade activities
• Reduce shipping costs through subsidies to increase the competitiveness of  

SMB e-commerce exporting 
• Access to up-to-date and personalized information and support for SMB  

e-commerce export 

35 percent of SMBs benefited from various COVID-19 government support grants 
such as small business grants and loan schemes, including the Coronavirus Job 
Retention Scheme, the Coronavirus Business Interruption Loan Scheme (BILS), and the 
Bounce Back Loans Scheme (BBLS)

44%
Women SMB owners

56%
Men SMB owners

BUSINESS OWNER GENDER

20%
Services 

80%
Goods

SMBs SELLING GOODS OR SERVICES

78%
Sell online 

15%
Would like to sell online 

3%
Do not sell online

4%
Not sure if they would 
like to sell online 

SMBs ENGAGED IN ONLINE SALES
Nearly all SMBs surveyed were either selling online (78%) or would 
like to add online sales in the future (15%). 

DETAILED SURVEY RESULTS
Small and Medium Business Owner Characteristics

Business Owner Age: Most SMB owners surveyed were 25 - 44 years old (52%)

Business Size: Most SMBs had less than 10 employees (86%) and the average SMB size was 7 employees 

Business Age: The majority of SMBs were less than 10 years old (72%) and the average business age was 9 years

Most of our business is to restaurants which was 
decimated during COVID-19 but our online business 

increased 500 percent which got us through.    
– SMB SURVEY RESPONDENT
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Main business challenges as a result of the COVID- 19 pandemic:
• Increased demand for home delivery (73%)
• Disruption in supply chain (69%) 
• Online sales increased (67%)
• In-person sales decreased (61%) 

Government support for SMBs:
• 35% of SMBs benefited from various COVID-19 government support grants such as 

small business grants and loan schemes, including the Coronavirus Job Retention 
Scheme, the Coronavirus Business Interruption Loan Scheme (BILS), and the Bounce

• Back Loans Scheme (BBLS)
• 6% of SMBs applied but did not receive any support or benefits 
• 59% of SMBs did not apply and did not receive any support or benefits 
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SMB SECTORS*

17 percent of SMBs were operating in two or more sectors

[COVID-19 challenges included:] Both supply and delivery delays. 
Delays in getting samples made and a lack of face-to-face meetings 

impacted on negotiations. [Also] shortages in packaging.  
– SMB SURVEY RESPONDENT
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Finding materials when the shops shut was 
challenging; customers wanted products 

delivered with extra hygiene requirements 
which cost time and money. 

– SMB SURVEY RESPONDENT

E-COMMERCE TRADE
78 percent of SMBs engaged in e-commerce trade.4 Most of these SMBs sold goods online.  

Close to half of SMBs engaged in direct sales and sold and shipped their goods directly to customers (47%). Slightly fewer SMBs engaged in indirect 
online sales (42%), selling goods online that were made by other companies. Several SMBs also engaged in both direct and indirect sales (4%). 2 percent 
engaged in drop-shipping sales and 4 percent engaged in a combination of drop-shipping sales and direct or indirect sales. 2 percent of SMBs used all three 
sales methods: direct, indirect and drop-shipping sales. Unlike direct or indirect online sales, SMBs that drop-ship goods do not need to store inventory or 
ship the products or goods. Instead, these businesses use third party suppliers to ship the products directly to the customer.  

A high percentage of SMBs engaged in B2C sales (89%). Only 11 percent of SMBs engaged in B2B sales. B2B sales refer to companies who primarily sell 
products and services to businesses rather than consumers. B2B sales can help SMBs increase their sales volume since B2B orders tend to be larger, have 
longer sales cycles and are usually made in advance.  

Only 31 percent of SMBs maintained a brick-and-mortar store in addition to an online store. 

The top three motivations for online sales were to: increase business sales (68%), attract new customers (60%), and expand into new markets (40%). 

Almost all SMBs used an online platform (52%) or a partner company’s online platform (49%) for online sales. Only 5 percent of SMBs had their own 
website. 23 percent of SMBs also sold online using social media apps such as Instagram, Depop, and Facebook.

Top three challenges to online sales during the  
COVID-19 pandemic:

• Need to increase sales (80%) 
• Packaging and shipping (69%)
• Providing customer service and managing returns (40%) 

4 SMBs engaged in e-commerce trade sell goods or services online and transfer money and/or data to execute these online transactions. 
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A slightly higher percentage of SMBs were engaged in both domestic e-commerce  
and international e-commerce export (51%), while 49 percent of SMBs were solely 
engaged in domestic e-commerce trade. 

Gender differences: Women-owned SMBs were more likely to use direct sales methods  
for selling to online customers (57%) than men-owned SMBs (23%). Men-owned SMBs 
were more likely to use indirect sales (40%) than women-owned SMBs (23%).

5  https://home.kpmg/xx/en/home/insights/2020/04/united-kingdom-government-and-institution-measures-in-response-to-covid.html

Most SMBs used either the national post office (49%) or private shipping providers 
(47%) for shipping goods. Only 4 percent used car and bicycle couriers.

GOVERNMENT SUPPORT
The United Kingdom has adopted a number of support schemes focused on 
increasing access to capital for SMBs during the COVID-19 pandemic such as:5
• The Recovery Loan Scheme supports access to finance for U.K. businesses as they 

grow and recover from the disruption of the COVID-19 pandemic.
• The Coronavirus Business Interruption Loan Scheme helps SMBs access 

government-backed loan finance of up to £5 million. Interest payments and any 
lender-levied fees for businesses are covered by the Government for an initial period 
of up to 12  months. The scheme is available through more than 40 accredited lenders, 
which are listed on the British Business Bank website.

• The Bounce Back Loan Scheme for small business is a fast-tracked loan scheme for small 
businesses, allowing firms to apply for loans worth up to 25 percent of turnover, with a 
maximum payment of £50,000, and access the cash within days. No repayments are due 
during the first 12 months and after the first year the interest rate is set at 2.5 percent a year.

• The Pay as You Grow Scheme allows businesses that borrowed a Bounce Back Loan 
the option to repay their loan over a period of up to 10 years, as opposed to six years, 
thereby reducing monthly payments.

Government support for SMB e-commerce could be improved in some key areas.  
Over half of SMB respondents indicated these areas where they would like more 
government support: 
• Subsidies for e-commerce (59%)
• Taxes and fees (55%) 
• Information on international markets, compliance and customs requirements (54%)
• Awareness of trade agreements that support SMBs (54%)

49%
Only Domestic Online Sales

51%
Domestic and
International Online Sales

REACHING CUSTOMERS THROUGH ONLINE SALES

[Areas where government support is needed] Trade  
agreement with the EU, improved communications from 

customs, make it easier to understand customs regulations.
– SMB SURVEY RESPONDENT
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E-COMMERCE EXPORT 
Slightly more SMBs engaged in e-commerce export (39%) than SMBs that sold online only to domestic customers (38%). Even for the SMBs that 
engaged in e-commerce export, on average, only 21 percent of their online sales were to international customers while 79 percent were to 
domestic customers. This indicates there is still a tremendous opportunity to expand SMB e-commerce export. 

Top e-commerce export regional destinations: Europe and Eurasia, North America, and East Asia and Pacific

Top e-commerce export European country destinations: Spain, Germany, and Italy  

Logistics and e-commerce export: SMBs that were engaged in e-commerce export were 
more likely to use the national postal service (61%) than SMBs engaged in domestic 
online sales (37%).  SMBs engaged in domestic online sales were more likely to use the 
private shipping providers (56%) than SMBs engaged in e-commerce export (39%). 

Main SMB challenges for e-commerce exports: 
• Complexities of collecting taxes from customers and/or filing VAT for business 
• Costs related to customs 

SMBs have been affected by the U.K.’s departure from the European Union. Most 
SMBs identified the following post-Brexit challenges to e-commerce export: 
• Increased transportation-related costs (71%) 
• Adopting customs brokerage-related cost (61%) 
• Incorporating new VAT requirements for B2C sales to customers in the EU (57%) 
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GOVERNMENT SUPPORT
The UK’s Department of International Trade created the “E-Exporting Program” to 
support companies of any size looking to sell their products to international consumers 
through e-commerce.6 Services provided by the program include one-to-one support 
from an e-commerce advisor tailored to a business’s specific challenges. The support 
provided during these sessions ranges from developing an e-commerce strategy and 
data-driven market research to internationalizing the business’s website. The program 
also provides access to online marketplaces based on business sector and export 
country destination through the ‘Selling Overseas” website.7 
 

6 https://www.gov.uk/guidance/e-exporting
7 https://www.great.gov.uk/selling-online-overseas/
8 https://www.gov.uk/export-goods
9 https://www.gov.uk/government/publications/e-commerce-for-uk-small-businesses-selling-
online-to-the-usa/e-commerce-for-uk-small-businesses-selling-online-to-the-usa

The U.K. government also provides an online step-by-step guide for companies 
interested in exporting goods.8 In addition, informational country-specific websites are 
available to support SMBs interested in exporting to some of the U.K.’s largest trading 
partners, such as the United States.9 

EXPANDING TO ONLINE SALES 
69 percent of SMBs that were not already selling online indicated that they would like to expand their business to include online sales in the future.

Desirable e-commerce export destinations: Europe and Eurasia

Top e-commerce export European country destinations: Austria. Belgium, France, Germany, Ireland, and Italy

The majority of SMBs identified the following main barriers to expanding  
to online sales:
• Logistics (packaging, storing, inventory, shipping)
• Online marketing and branding
• Managing online sales

Updated information would be hugely useful… [Also] personalized 
packages of information depending on [the] business . 

– SMB SURVEY RESPONDENT

SMBs identified four areas where government support is needed to assist 
them in expanding to online sales:

• Taxes and duties
• Access to another country’s market information 
• Compliance and customs
• International e-payments
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POLICY RECOMMENDATIONS 

METHODOLOGY: In 2021, UPS commissioned Nathan Associates to conduct an online survey of SMBs in the United Kingdom and eight other developed and developing countries. The online survey 
included 40 questions related to SMB characteristics, SMB e-commerce trade activities, and challenges faced by SMBs especially during the COVID-19 pandemic. The online surveys were disseminated 
by Nathan partners including IMRG, Lowe Consultancy Services and others during April - May 2021. A total of 73 businesses were surveyed. Two businesses did not conform to the business size 
definition for SMBs in the United Kingdom (less than 250 employees) and were removed. The remaining 71 SMB survey responses were analyzed using SPSS software and supplemented by 
interviews with local experts and SMB owners. A desk review of SMBs related policies and statistics per country was also conducted by Nathan Associates.

ACKNOWLEDGEMENTS: UPS and Nathan Associates would like to express their thanks to LCS Limited and IMRG for disseminating the online survey. 

The findings of the SMB Survey of e-commerce activity in the United Kingdom lead to the following policy recommendations on how government support 
could be improved:

SUPPORT SMB E-COMMERCE TRADE
• Improve the visibility and access to existing online and in-person training for SMBs on topics such as: 

 » The benefits of expanding to include B2B online sales in addition to B2C online sales
 » How to access market information
 » Attracting customers and maintaining long-term online sales

• Improve the training and capacity of advisors working in regional and local small business support centers to address the needs of SMBs. 

INCREASE THE CAPACITY OF SMBS IN E-COMMERCE EXPORT
• Adopt targeted communication campaigns to increase SMBs awareness of existing e-commerce export promotion programs, information on trade 

agreements and other export-related resources (available online or in-person).
• Expand the visibility and reach of the E-Exporting Program to provide up-to-date information and SMB access to e-commerce export-related issues that is 

tailored to meet their specific needs around logistics, marketing, and trade with the EU.
• Consider strategies to offset increased customs and VAT payments and transportation and shipping costs for post-Brexit SMB e-commerce exports to EU 

countries.
• Use the SME Brexit Support Fund to provide additional tailored support to SMBs in adapting post-Brexit EU exports, specifically addressing topics related to 

new EU regulations, costs related to customs, and VAT payments.
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In Vietnam, small and medium-sized businesses (SMBs)1 are an essential part of the economy, contributing  
40 percent of GDP, 33 percent of industrial production value, 30 percent of exports, and employing 50 percent  
of the labor force. Vietnam’s e-commerce market is growing rapidly, boosted by a young population that is quickly 
adopting smartphones. Internet access in Vietnam is spreading beyond urban hubs and reached close to 70 percent 
internet penetration in 2019.2

EXECUTIVE SUMMARY 
UPS, in partnership with Nathan Associates, conducted a survey across 62 SMBs to understand current opportunities and challenges 
for e-commerce trade within the SMB sector in the Vietnam. This report highlights the main survey findings and includes policy 
recommendations for government support. 

SMBs were active in 16 different sectors. Close to one-third of SMBs were active in two or more sectors (32%). The top two 
business sectors represented were Food and Drink and Professional Services and IT. Despite the large variety in sectors of operation, 63 
percent of SMBs were engaged in B2C sales while 32 percent were engaged in B2B sales and only 5 percent were engaged in both B2C 
and B2B sales.

The top four challenges SMBs faced as a result of the COVID-19 pandemic:  
• Decreasing in-person sales (74%)
• Setting up and managing e-payments (73%)
• Dealing with additional costs to comply with COVID-19 restrictions (67%)
• Increasing demand for home delivery (65%) 

The majority of SMBs surveyed were selling online. Of the 68 percent of SMBs that were engaged in online sales, 52 percent used 
indirect sales, 26 percent used direct sales, and 14 percent used both direct and indirect sales. Only 8 percent used drop-shipping 
sales methods in combination with direct and/or indirect sales. SMBs that drop-ship goods do not need to store inventory or ship the 
products or goods. Instead, these businesses use third party suppliers to ship the products directly to the customer.  

31 percent of SMBs were engaged in both domestic and international e-commerce. For logistics, most SMBs used private  
shipping providers. 

SMBs faced three main challenges with e-commerce sales during the COVID-19 pandemic:
• Attracting new customers and increasing sales (92%)
• Increasing marketing and advertising (76%)
• Providing customer services and managing returns (74%)

1  This report uses the term small and medium-sized businesses (SMBs) to refer to small and medium-sized enterprises (SMEs). 
2  https://www.jpmorgan.com/merchant-services/insights/reports/vietnam-2020 

VIETNAM  
Supporting SMB Growth: Unlocking Opportunities through E-commerce 

https://www.jpmorgan.com/merchant-services/insights/reports/vietnam-2020
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For e-commerce export, the majority of SMBs identified the following additional barriers:  
• Additional costs related to customs
• Protecting intellectual property rights 

SMBs recommended the following improvements to government support: 
• Subsidies for e-commerce trade
• Reduction in taxes and fees for SMBs engaged in e-commerce exports 
• Protecting intellectual property rights
• Additional training programs and support for SMBs to expand to online sales

14 percent of SMBs benefited from government programs such as concessional  
loans and delayed tax payments.

DETAILED SURVEY RESULTS
Small and Medium Business Owner Characteristics

Business Owner Age: Close to three-quarters of SMB owners were 25 - 44 years old (74%)
Business Size: The majority had less than 10 employees (53%) and more than three-quarters had less than 50 employees (76%)
Business Age: The majority were less than 10 years old (69%) and the average business age was 8 years

  38%
Women SMB owners

62%
Men SMB owners

BUSINESS OWNER GENDER

34%
Services 

66%
Goods

SMBs SELLING GOODS OR SERVICES

Vietnam’s e-commerce market will grow  
by more than 30 percent this year [2021] to 

$15 billion and to $52 billion by 2025.
– VIETNAM E-COMMERCE ASSOCIATION*

26%
Would like to sell online 

4%
Do not sell online

68%
Sell online

2%
Not sure if they would 
like to sell online 

SMBs ENGAGED IN ONLINE SALES

The majority of SMBs were either selling 
online (68%) or would like to sell online in 
the future (28%). 2 percent of SMBs were not 
sure if they would like to sell online and only 4 
percent were not interested in selling online.
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Main business challenges as a result of the COVID- 19 pandemic: 
• In-person sales decreased (74%) 
• Setting up and managing e-payments (73%) 
• Additional costs to comply with COVID-19 restrictions (67%) 
• Increased demand for home delivery (65%) 

Government support for SMBs:
• 14% benefitted from support such as concessional loans and delayed  

tax payments
• 13% applied but did not receive any support or benefits 
• 73% did not apply and did not receive any support or benefits

62%

64%

66%

68%

70%
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74%

In-person sales 
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74%
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MAIN BUSINESS CHALLENGES FACED DURING COVID-19

Food & Drink
Professional Services & IT 

Administration & Support Services
Manufacturing

Beauty, Personal Care & Cosmetics
Computers, Electronic & ICT products

Gi�s & Collectibles
Home, Garden & Furniture

Computer So�ware, Apps & Videos
Construction 
Real Estate 

Industry
Fashion & Apparel
Art & Photography
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Percent of respondents operating in sector

SMB SECTORS

32 percent of SMBs operated in two or more sectors 

Sales fell due to reduced demand [due to 
COVID-19] and the cost to supply goods 

increased due to increased freight charges. 
– SMB SURVEY RESPONDENT
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E-COMMERCE TRADE
68 percent of SMBs were engaged in e-commerce trade.3 The vast majority of these SMBs engaged in e-commerce trade primarily sold goods online. 

Most SMBs engaged in direct sales and sold and shipped their goods directly to customers (52%). A lower percentage of SMBs sold their goods 
indirectly to customers: these SMBs sold goods online that were made by other companies (26%). 14 percent of respondents used a combination of both 
direct and indirect sales to sell goods online. Only 2 percent of SMBs engaged in indirect sales and drop-shipping goods and 5 percent engaged in direct, 
indirect, and drop-shipping sales. Unlike direct or indirect online sales, SMBs that drop-ship goods do not need to store inventory or ship the products or 
goods. Instead, these businesses sell products online that are then shipped directly by third party suppliers to the customer.  

Most SMBs selling online engaged in B2C sales (63%), while 32 percent of SMBs engaged in B2B sales, and 5 percent engaged in both B2C and B2B sales. 
B2B sales refer to companies who primarily sell products and services to businesses rather than consumers. B2B sales can help SMBs increase their sales 
volume since B2B orders tend to be larger, have longer sales cycles, and are usually made in advance. 

86 percent of businesses maintained a brick-and-mortar store in addition to an online store. 

The top three motivations for online sales were to: increase business sales (93%), attract new customers (79%), and expand to new markets (48%).

Most SMBs used either their own web shop (79%) or an online platform (62%) for online sales. The top three online platforms used were Shopee, 
Lazada, and Tiki.

3 E-commerce trade is the practice of selling goods or services online using the internet and transferring money and/or data to execute these transactions. 
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Need to 
increase sales 

92%
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Providing customer 
service and 

managing returns

Marketing and 
advertising

TOP THREE CHALLENGES TO ONLINE SALES DURING COVID-19
7 out of 10 people in Vietnam do not have a  

bank account, making cash on delivery an ongoing 
feature in e-commerce payments, accounting for  

over a quarter (26 percent) of all payments. 
– J.P. MORGAN, 2020 REPORT** 

Top three challenges to online sales during the COVID-19 
pandemic were:
• Need to increase sales (92%) 
• Marketing and advertising (76%)
• Providing customer services and managing returns (74%)
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Approximately half of SMBs were engaged only in domestic e-commerce trade 
(52%) while slightly less than half engaged in domestic e-commerce and 
international e-commerce export (48%).

 

SMBs used a mix of private shipping providers (55%) and the national postal 
service (45%). Fewer used car and bicycle couriers (15%).

Gender differences: Although private shipping providers were most frequently used by 
both men and women SMB owners, women SMB owners were more likely to also use 
the national postal service then men SMB owners.   

GOVERNMENT SUPPORT

Vietnam’s Trade Promotion Agency supported online sales through the COVID-19 
pandemic by increasing support to businesses to use digital platforms and expand their 
sales activities through e-commerce trade.  

Government support for SMB e-commerce activity: Over two-thirds of the 
respondents indicated that the government does not provide adequate support for:
• Policies for SMBs in e-commerce (84%)
• Subsidies for e-commerce (81%)
• Policies for SMBs that specifically engaged in e-commerce exports (80%)
• Taxes and fees (80%)
• Awareness of trade agreements that support SMBs (73%)
• Information on international markets, compliance and customs requirements (72%)
• Access to training on increasing online sales (70%)
• Access to commercial credit (70%)
• Intellectual property rights (70%)
 

52%
Only Domestic Online Sales

48%
Domestic and
International Online Sales

REACHING CUSTOMERS THROUGH ONLINE SALES

… E-commerce adoption is supported by an upcoming generation 
of digital natives starting to earn and spend money: 37.9 percent of 

the Vietnamese population is aged 24 or younger.  
–  J.P MORGAN, 2020 REPORT**
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E-COMMERCE EXPORT 
31 percent of SMBs were engaged in both domestic and international e-commerce. Even for the SMBs that engaged in e-commerce export, on 
average, only 31 percent of their online sales were to international customers while 69 percent were to domestic customers. This indicates there is still a 
tremendous opportunity to expand SMB e-commerce export. 

Top e-commerce export destinations: East Asia and Pacific, Europe and Eurasia, and North America  

Top e-commerce export country destinations: USA, Cambodia, Japan, and France

SMBs owners selling internationally tended to be younger than 
SMBs engaged only in online domestic sales: 44 percent of SMB 
owners selling online internationally were 25 – 34 years old. 

SMBs involved in e-commerce export were more likely to engage  
in B2B sales (56%) and less likely to engage in B2C sales (39%).   

The main SMB challenges for e-commerce exports:
• Additional costs related to customs
• Protecting intellectual property rights 

56%
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SMBs engaged in e-commerce trade mentioned benefitting from the following  
trade agreements:
• EVFTA (European Union-Vietnam Free Trade Agreement) entered into effect in  

August 2020, eliminates almost 99 percent of custom duties between the European 
Union member countries and Vietnam.    

• ATIGA (ASEAN Trade in Goods Agreement) reduces close to 98 percent of tariffs  
for trade amongst the ten ASEAN member countries.4

• CPTPP (The Comprehensive and Progressive Agreement for Trans-Pacific Partnership) 
eliminates and significantly reduces tariff and non-tariff barriers for trade amongst 
the 11 participating countries and includes a specific chapter for SMBs.5 

4 ASEAN member countries include: Brunei, Burma (Myanmar), Cambodia, Indonesia, Laos, Malaysia, the Philippines, Singapore, Thailand, and Vietnam.
5 The 11 countries included in the CPTPP are Australia, Brunei, Canada, Chile, Japan, Malaysia, Mexico, New Zealand, Peru, Singapore, and Vietnam.
6 https://en.vietnamplus.vn/support-to-be-provided-to-smes-in-intellectual-property/200733.vnp

Government support for e-commerce export: 
• In 2020, the Vietnamese National Intellectual Property (IP) Strategy focused on 

SMBs. This strategy aimed to improve the mechanisms and policies to create favorable 
conditions for enterprises in creating, forming, exploiting, and protecting their 
intellectual property rights.6

• In November 2020, Vietnam, together with other ASEAN member countries, signed 
the Regional Comprehensive Economic Partnership (RCEP) agreement with 
Australia, China, Japan, New Zealand, and South Korea, which would reduce at least  
92 percent of tariffs and help expand cross-border e-commerce in the Asia Pacific. 

• Following the Vietnam SME Support Law, the Agency for Enterprise Development 
plans to launch a national SME portal in 2021. 
  

[Government support is needed for] 
e-commerce portals for each industry to 

help businesses have greater access to 
international markets.  
– SMB SURVEY RESPONDENT

https://www.aseanbriefing.com/news/new-rcep-free-trade-agreement-rules-of-origin-to-boost-finishing-of-products-investment-into-cambodia-laos-myanmar/
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EXPANDING TO ONLINE SALES 
84 percent of SMBs that were not already selling online indicated that they would like to expand their business to include online sales in the future. A 
small percentage of SMBs were not sure if they would like to expand to online sales (11%). An even smaller percentage of SMBs were not interested in 
expanding their business to online sales (5%).  

 
Desirable e-commerce export destinations for SMBs: Europe and Eurasia, East Asia and Pacific, and India and South Asia

The top ranked country destinations include: Japan and USA  

The majority of SMBs identified the following main barriers to 
expanding to online sales:
• Managing online sales (100%)
• Setting up e-payments (92%)
• Dealing with logistics (packaging, inventory storage shipments) (84%)
• Access to financing (83%)

The top three areas where government support is needed for SMBs  
to expand to online sales:
• Taxes and duties
• Accessing market information from other countries
• Processing international e-payments

…It is an opportunity for Vietnamese 
businesses to recover from the [COVID-19] 

pandemic by building new business 
strategies, developing modern distribution 
channels, and expanding into new markets. 

– SMB SURVEY RESPONDENT
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METHODOLOGY: In 2021, UPS commissioned Nathan Associates to conduct an online survey of SMBs in Vietnam and eight other developed and developing countries. The online survey included 40 questions 
related to SMB characteristics and SMB e-commerce trade activities and challenges faced by SMBs especially during the COVID-19 pandemic. The online surveys were disseminated by CIT during March- April 2021. 
A total of 68 businesses were surveyed of which 62 agreed to participate and conformed to the business size definition for SMBs in Vietnam (less than 200 employees). These 62 SMBs were used for the analysis 
presented in this report.The online survey responses were analyzed using SPSS and supplemented by interviews with local experts and SMB owners. A desk review of SMBs related policies and statistics per 
country was also conducted by Nathan Associates.
ACKNOWLEDGEMENTS: UPS and Nathan Associates would like to express their thanks to CIT for disseminating the online survey. 
CITATIONS:
*Vietnam News (2021) Online promotion a trade gateway for SMEs, January 8, 2021,   https://vietnamnews.vn/economy/853925/online-promotion-a-trade-gateway-for-smes.html 
** J.P. Morgan (2020) 2020 E-commerce Payments Trends Report: Vietnam, Report. https://www.jpmorgan.com/merchant-services/insights/reports/vietnam-2020 

Compared to other ASEAN countries, Vietnam has a relatively favorable legal environment for the development of e-commerce, with five out of six main laws fully enacted to regulate 
e-commerce activities.7 Under Vietnam’s e-commerce development master plan for 2021 – 2025, Vietnam identified digital transformation as vital to increasing enterprise competitiveness, 
developing the domestic market and increasing exports. The government has taken important steps to support SMBs in e-commerce trade. For example, programs through Vietnam’s Trade 
Promotion Agency support the adoption of e-commerce trade by SMBs. 

The findings of the SMB Survey of e-commerce activity in Vietnam lead to the following policy recommendations on how government support could be improved:

INCREASE THE CAPACITY AND AWARENESS OF SMBS 
• Keep SMBs up to date on information on international markets, compliance and customs requirements, and new laws, programs, and initiatives by sending emails or 

text messages to SMBs registered as e-commerce traders.

EDUCATE SMBs AND PROVIDE TRAININGS ON TRADE COMPLIANCE 
• Add information to existing ‘SME online portals’ targeting the specific needs of SMBs engaged in online domestic and international sales activities.
• Create greater awareness of the benefits of regional and international trade agreements specifically for SMBs engaged in e-commerce export.  

REDUCE BARRIERS TO E-COMMERCE EXPORT 
• Encourage SMBs to expand to e-commerce export by by increasing industry specific portals where SMBs can sell their goods to international buyers.
• Simplify customs and facilitate duties and tax collection for low-value shipments. 

 

SUPPORT UPTAKE OF E-COMMERCE TECHNOLOGY AND PROMOTE INNOVATION
• Build trust among Vietnamese consumers in e-payments methods to facilitate the adoption of e-payment options by SMBs. 
• Provide support for filing for intellectual property rights for products produced by SMBs and shorten the timeline (currently two years) for approval for IP rights. 
• The new portals being developed for SMB digitization—Start Digital, Grow Digital and Go-Digital-Go Global—could be good opportunities to promote digital  

payment adoption.

7 Hoang, D. (2020) Vietnam’s Booming E-commerce Market. Perspectives, ISEAS – Yusof Ishak Institute Analyse Current Events, January 22, 2020, https://www.iseas.edu.sg/wp-content/uploads/pdfs/ISEAS_
Perspective_2020_4.pdf 

POLICY RECOMMENDATIONS 

https://vietnamnews.vn/economy/853925/online-promotion-a-trade-gateway-for-smes.html
https://www.jpmorgan.com/merchant-services/insights/reports/vietnam-2020
https://www.iseas.edu.sg/wp-content/uploads/pdfs/ISEAS_Perspective_2020_4.pdf
https://www.iseas.edu.sg/wp-content/uploads/pdfs/ISEAS_Perspective_2020_4.pdf
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