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Index coverage and methodology
This index captures over 100 policies, programs, and regulations conducive to micro, small and mid-size
enterprises; (MSMEs) ecommerce in 10 major policy areas. The index was developed in three phases:

First, we defines policy “conducive to MSME ecommerce” in three ways – (1) through surveys and
discussions with MSMEs themselves; (2) through surveys and discussions with ecommerce ecosystem
players such as marketplaces and logistics and payment providers; and (3) through a review of academic
literature and case studies on the impact of various policies and practices on MSME trade, ecommerce,
and development. This method paved the way for the selection of policies that enable, govern, and
promote MSME ecommerce in 10 distinct policy areas:
•

Digital infrastructure policies and projects, such as incentives for broadband usage and pilots to
roll out 5G networks;

•

Digital regulations governing online transactions, such as digital signature and digital invoicing
laws;

•

Digital regulations governing parties’ behaviors online, such as internet intermediary liability
rules, copyright protection, consumer protection, and data privacy rules;

•

Digital payment regulations, including demonetization initiatives and regulations governing
payment providers;

•

Ecommerce logistics and trade facilitation, such as policies and processes for sending and
receiving goods across borders and shipping in urban and rural areas;

•

Cybersecurity, such as cybersecurity laws and programs to support MSMEs’ cybersecurity
readiness;

•

MSME capacity-building for ecommerce exports, such as online training programs for MSMEs to
learn to use online platforms and digital transformation programs to bolster MSMEs’ online sales
and marketing capabilities;

•

MSME access to credit, such as working capital and credit guarantees programs, equity financing
facilities, and open banking and FinTech regulations;

•

Government procurement and e-procurement, such as adoption of e-procurement practices
favorable to MSMEs; and

•

Ecommerce plans and statistics, such as national strategies or plans for ecommerce
development, and national statistics to track firms’ ecommerce adoption, use, and transactions.

Second, we mapped 52 countries’ regulations, policies, and practices in the various policy areas on an
Excel, with the cells consisting of qualitative summaries of how a given country regulates or approaches
a policy issue. The mapping was accomplished through extensive desk research between March and
December 2020. The policy mapping helps governments and other stakeholders see what their peer
countries are doing to enable ecommerce. Using the mapping, policymakers can compare their own
country’s adoption of the many ecommerce-related policies. They can also track the adoption of a
specific policy across 51 other countries, and thus quickly learn what types of policies their peers are
adopting around the world and how they have designed their policies.
Third, we converted the qualitative data into a country-specific quantitative score, in order to facilitate
cross-country comparisons. The scoring methodology is as follows: a desirable regulation, policy or
practice merits a score of 1. The total possible score is 75, roughly equally distributed across the 10
policy areas. The scoring varies somewhat by the type of question asked, as follows:
•

Some of the areas covered are straight-forward yes / no questions (such as whether a country is
a member of the Information Technology Agreement). These are coded either 1 or 0.

•

If a country has a good draft law or policy planned, it receives 0.5 points instead of 1 point.

•

In the digital regulations policy area, a general policy of free cross-border data transfer (that
receives a score of 1) may include a specific restrictive practice or regulation such as an
adequacy requirement that qualifies this generally good policy. Each of these qualifying provisions
and exceptions reduce the score of 1 by 0.20. Also in this section, the score for consumer
protection regulations is increased by 0.20 where the regulation has positive sub-components,
such as anti-spam rules.

•

In the digital infrastructure policy area, the mapped 5G-related policies range from 0.25 to 0.5
points, and various variables that capture the level of competition between service providers
each receive a maximum of 0.2 points.

•

Other policies require more analysis and interpretation. One such area is whether a country’s
postal service is innovating to enable ecommerce. In the case of these more open-ended
questions, we establish criteria that merit a score of 1 (such as, a score of 1 is assigned if a
country’s postal service has piloted with one or more of the following: parcel lockers, selfservice kiosks, drone delivery, door-to-door ecommerce delivery, ecommerce fulfillment
centers, marketplace, or partnerships with ecommerce marketplaces).

•

Still other areas are scored using a pre-existing index or dataset; some examples include
customs tariffs on ICT products, customs de minimis thresholds, and level of postal development.
In these cases, we translate different numbers and indices into a standardized index, employing
the “distance from the frontier” score used in the World Bank’s Doing Business Index, where
the globally worst performer gets a zero and the globally best performer receives a score of 1,
and everyone else falls in the continuum between 0 and 1. The formula for this calculation is
(worst performer score – country score) / (worst performer score – best performer score).

The many variables and their scoring are included below. As is typical with policy indices, there are also
several methodological challenges; these are described in the following section.

Limitations

The policy scoring aims to capture the most essential elements that countries should have in place when
they seek to help MSMEs use platforms to trade across borders and compete successfully in the 21st
century digital economy. As in any effort to establish a composite policy index, there are several caveats
and limitations to this methodology:
•

Quality of implementation. The quality of implementation is key for any policy to work. We
primarily map policies “on paper”, but not the quality of implementation. However, the outcome
variables give a sense that countries that have good policies in the books are also ones that
attain better MSME ecommerce outcomes.

•

Weighting. The index covers several different domains, such as regulations, trade facilitation,
and MSME export promotion. It could be argued that one of these main categories matters
more than another, or one matters more at a given point in time than another – for example,
MSME ecommerce export promotion matters little in the absence of internet connectivity.
However, there is also no particular reason to weight one domain more than another – rather,
the assumption here is that at the end of the day, all the mapped areas matter for ecommerce
to work.

•

Limited sample size. The index here covers only 52 countries; thus the universe of possible
policy innovations countries may be pursuing and that could become a sub-category in the index
are inherently not covered.

•

Limits of data collection. The policy data for this pilot index is harvested from government
portals and news and other websites, rather than from surveys sent to governments. As such,
the quality of the data is as good as the information available online. In future iterations,
collection of data via questionnaires fielded to government agencies and perhaps local thinktanks could be a useful approach.

•

Policy may not be needed. In some areas we score, such as the use of biometrics in
payments or open banking mandates for MSME lending, while the score is assigned based on the
presence of government mandates, the private sector is in many countries leading the way and
no particular government mandate is required. This is the case, for example, with open banking
practices – many banks are pursuing these practices without being forced to do so. The
qualitative mapping produced in this project captures such promising private sector activity.
When these areas are scored and quantified, it is assumed that the government mandate can
accelerate and formalize a good practice (such as expand and accelerate open banking practices).

•

Timing of data. The data are collected in early to mid-2020, and the scoring is at this point
indifferent to the timing of any one policy’s starting date. For example, some Asian economies
such as Korea and Japan had broadband plans already in the 1990s, while some African
economies adopted them much later. It can thus be expected that these Asian countries would
be much farther along in harvesting the gains from broadband penetration on ecommerce.
Time-series data that showed the year when a given policy was adopted would provide a more
comprehensive picture of the impacts of regulations on economic outcomes and to ecommerce.
However, the effort here is primarily focused on building a policy index benchmarked to 2020.

•

Countries’ differing starting points. The countries analyzed here are at very different levels
of development – and thus it could be argued that least developing countries should not be
compared to advanced economies that have had certain components in place for years. For
example, Korea and Japan have had 3G and 4G networks for years and are now well on their
way working toward 5G, while Bangladesh is still seeking to diffuse 3G and 4G networks. This
could suggest that developing countries are compared “unfairly” and should be weighted
differently. However, we have here opted not to weight countries, to enable fast and straightforward comparisons across economies – just like is done in most leading global indices. We
have also chosen to highlight here the policies and practices of the countries that are
frontrunners in ecommerce, to inspire countries to leapfrog. For example, many countries
considering digital single windows could learn from Singapore’s National Trade Platform that is
also a platform of B2B and G2B services for MSMEs in trade. Similarly, countries could learn
from Singapore and UK’s application of predictive analytics and blockchain in customs.

•

Interoperability of regulations with trading partners. The analysis here focuses primarily
on domestic policies, as governments have control over them. However, this choice also means
that this analysis does not fully account for the factors that impact MSMEs’ use of platforms for
trade in foreign markets, such as tariffs and de minimis levels in other countries. This study also
does not measure whether a country’s domestic digital regulations interoperate well with those
of its key trading partners, so that the country’s MSMEs could apply the same consumer
protection laws, data privacy laws, and copyright laws when serving foreign customers as they
apply at home. This lack of interoperability in digital regulations in Europe has been found to
significantly impede intra-EU ecommerce and is shown in Nextrade surveys to concern MSMEs
– but our analysis does not at this juncture capture this friction.

•

No theoretical or econometric model. One critical challenge in the process of developing
the policy index for ecommerce is the lack of a theoretical framework on the success drivers
for ecommerce. In other words, there is no model that would tell which exact components
make for an optimal enabling policy environment for MSMEs to use platforms for trade. For
example, while there are studies on the factors that are critical for ecommerce (such as fluid
online payments, logistics, and hospitable regulations), it is not clear what the binding constraints
to ecommerce are in any one economy, or what the optimal sequence for addressing the
various constraints is.
Survey data do suggest that logistics, digital regulations, and finance are key impediments to
ecommerce in most countries, but also that the relevance of these barriers and other issues,
such as online payments quality or connectivity, varies widely across countries and across firm
segments.i Similarly, ecommerce platforms have informed views on what tends to work to
stimulate ecommerce. The main limitation to modeling the drivers of ecommerce to date has
been the lack of consistent data on ecommerce. The statistical analyses performed in this study
with actual data on ecommerce are a pioneering step in the right direction. However, still more
work needs to be done, including with time series data and data with control variables, to
establish more firmly which policies are particularly critical for ecommerce.
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