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Foreword

I have been with eBay Inc. for nearly three years now, and in that time |
have seen a revolution in the way in which businesses and consumers
engage in commerce. The technological innovation that is shifting the
way consumers shop in-store i from a traditional brick-and-mortar
experience to a multi-channel local commerce experience i is also
prompting a new paradigm for global trade T from classical container
shipments between large businesses to instant transactions between
business of all sizes and consumers. This is a more inclusive vision of
global trade than has ever existed in the past.

This shift in the global marketplace is the result of technology and is
being driven by entrepreneurs and businesses that see the tremendous
benefits of access to a global consumer base.

A traditional Main Street business can now use eBay Marketplaces to sell their products online and
reach a potential 128 million active consumers. These businesses can maintain a local presence and
contribute to their local economy, but also increase revenue through access to customers around the
world.

This technology-driven change in the global trade landscape will create increased economic
opportunity; promote a more inclusive marketplace; and, shift the debate on the beneficiaries of
globalization.

The I nternetds greatest asset is its ability to pr
distance and makes it possible for businesses of all sizes to connect with global consumers

and enjoy the economic benefits of exporting their products. The 2013 World Economic Forum

(WEF) Enabling Trade report found that the use of technology platforms can reduce the

burdens small businesses face when selling overseas, increasing cross-border small business

sales by 60-80%. Moreover, a 2012 Organization for Economic Cooperation Directorate

(OECD) report states that exporters in the US on average pay wages that are 6% higher than

non-exporters.

The economic benefits of increased global trade are tangible and powerful, but, traditionally,
only the largest of businesses could secure the gains from access to global consumers. The
Internet enables everyone i from the individual entrepreneur to the largest of businesses i to
access the same set of global customers.

This equality of opportunity is unprecedented. Moreover, the small businesses on our
Marketplace are truly taking advantage of this opportunity. Our research finds that over 95% of
the US commercial sellers on our Marketplaces engage in exporting. Our research has also
uncovered that businesses of all sizes in India, Chile, Ukraine, South Africa, France, Australia,
Thailand, and Indonesia are also trading at similar rates. The Internet is enabling everyone
across the globe - no matter their skills, abilities or geographic location - to earn an income and
be self-sufficient.



We continue to develop our technology in order to help foster the growth of this new

entrepreneurial class of global traders. We are investing heavily in machine translation to

create localized versions of product listings and help to break language barriers. We are

making shipping and tracking processes more efficient, understandable, and cost-effective.

We are helping businesses to create personalized experiences for their users, even when they

are on the other side of the worl d. Finally, our
ensures that consumers can transact with trust and merchants can receive their payments

quickly and securely.

But, there are certain classical policy barriers that we cannot resolve through technology and
that threaten to limit the growth of technology-enabled trade. In early 2014, we signed a
partnership with the US Department of Commerce to help promote the growth of technology-
enabled traders and break down some of the policy barriers that these growing entrepreneurs
are facing. The global trade regime was created with big container ships and large multi-
national businesses in mind. Now that a new entrepreneurial group of technology-enabled
traders have entered the fold, policymakers need to rethink the way in which they approach
trade policy. Improvements to the customs and shipping aspects of the global trading regime,
in particular, could have tremendous positive impacts on technology enabled trade.

The concept of trade is as old as humans themselves. The Internet and technology are not
changing the idea of two individuals engaging in mutually beneficial transaction, but are simply
making the act of trading easier, more transparent, and more ubiquitous. They are effectively
turning exporting into a very feasible option even for micro businesses, as you will read in this
report. Leveraging technology enables us to enhance traditional methods of trading i bringing
more people into the tent of beneficial globalization.

ce”
Devin Wenig
President, eBay Global Marketplaces



I . IntrOd u CtIO N Figure 1. US Technology-Enabled Traders

In 1995, when the US governmalivested its final
piece of the computer science network (NSFNET)
marking the official commercialization of the Internet,
the Internet had a global user base of 20 million
people, mostly academics and well off individuals in
the developed world. Ledsan 20 yars later, the
Internet has grown to about 2.5 billion peoplih

US technology
enabled commercial
sellers selling abroad
reach on average

3 Omarkets

over 60% of theeusers outside the US and Eurépe.

This reportdocuments the tremendous effét

the proliferation of Internet access, and the services
that exist on top athe Internet, is having on global Figure 2. Technology-Enabled Traders in the
trade. Inthe US, and around the world, traditional  Developing World (IN, TH, ID, CL,PE, UA, ZA, JO)
businesses are becoming technoleggpbled
businesses in order to secure the benefits of having
a potential customer base of 2.5 billion people.

On average,
developing world
technologyenabled
commercial sellers
reach more than

3 Omarkets

It is not just largdraditional businesses that are
making the change, small businesses and micro
small businesses are alsveraging technology to
engage irglobal trade, really for the first time in
history. Enabling small businesses to enjoy the
same benefits that comfrm global trade that large
businesses do will help to create a mausive
globaleconomy.

This reportis built on sixeconomicstudiesthateBay Inc. hasreleasedver the lasthreeyears.These
studiesanalyzebusinesses of all sizes that utilize #igay Marketplaces and PayPal platforrasir
platformsprovide us a window intbow technology is revolutionizing businesses all around the world.

The Internet and the services built on top of the Inteaareenabling these businestas the US and
around the world to improve data processing, enhance customer service and instantly connect with an
interestecparty on the other side of the world.

The opportunity created by this new type of trade is unprecedented and powerful. A world where every
single business and every single consumer can engage in a competitive global marketplace means greater
wealth cration for more people. This is technolegyabled trade; this is part of the vision that we call
Connected Commerce.

*Internet World Stats, https://www.internetworldstats.com/stats.htm
2 Commerce 3.0 studies available here: http://www.ebaymainstreet.com/commerce-3

¢ Overview here: http://www.ebaymainstreet.com/sites/default/files/ebay-WTO-pF2013.pdf



http://www.ebaymainstreet.com/commerce-3
http://www.ebaymainstreet.com/sites/default/files/ebay-WTO-pF-2013.pdf




Technological innovation and eapreneurship are at the heart of what the US economy does well, so it is no
surprise that technologgnabled traders in the US are so succesaln Street businesses in the US have been
squeezed by the proliferation of larger entities across AmeBug.technology is enabling these Main Street
businesses to reach as many consumers and coastaieyg large entity. Overseas markets are providing new
healthy robust revenue streams to sreadhnologyenabled traders

The truly exciting pexperiencdbtimuatsigndidaat percéhtagetbietechnblegg e s 6
enabled businesses we work waite small businesses. Our research looking at commercial sellers (those selling
$10,000 on the eBay Marketplagelemonstrates the tremendous success that small and micro enterprises are
finding when they sell onlineThe findings from our research staimdstark contrast to the experience of traditional
US small businesses.

Statistics from the Department of Corarce provide insights into tlg#fficulties that traditional businesses have
had trading. Less tha¥&lof businesses in the US expdrOf the small businesses that do trade, 59% of them only
trade with one foreign mark&t

Our experience on the eBay Marketplace stands in stark coturdm figures described above. Over 95% of
techndogy-enabled businesses export and they export to over 3@teaflechnologyenabled businesses also
survive longer than their offline counterparts. Not onlfehnologyenabled trade more robust than traditional
trade, it is also more inclusive. New technolamabled businesses are able to scale quickly avel d market
share of oveR0% after fiveyeass. Finally, the largest technologgnabled businesses do not dominate the
marketplace as they do in traditional markets. The largest %96 tdfchnologyenabled traders on eBay only
account forabout ®% of total salescompared with 67% for traditional businesses in the US

Figure 3. Comparing US Technology-Enabled Small
Businesses to Traditional Businesses

® Andrew B. Bernard & J. Bradford Jensen & Stephen J. Redding & Peter K. Schott, 2007. "Firms in International Trade,"
Journal of Economic Perspectives, American Economic Association, vol. 21(3), pagE301@immer.

®us. Exporters in 2011: A Statistical Overviéttp://www.trade.gv/mas/ian/smeoutlook/tg_ian_001925.asp
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