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The Traditional Trade Promotion Model

How It Has Evolved, What Is, and What Were Its Results
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Nearly all economies
around the world have
established dedicated
organizations,
Promotion Organizations
[@IeD), to help firms
venture into and expand
in foreign markets.
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Source: Based on Lederman, Olarreaga, and Payton (2010).

These agencies primarily
provide firms with services
that address lack or
iIncompleteness of

commercial [gli{eJggk=1ilelal:

Capacity building
Specialized information
Onsite marketing events
Business agendas
Special programs

RN E


https://www.sciencedirect.com/science/article/abs/pii/S0304387809000935

The Traditional Trade Promotion Model
How It Has Evolved, What Is, and What Were Its Results

These services has
been in
increasing and
diversifying firms’
exports.
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Source: Volpe Martincus and Carballo (2010).

Peru (2000s)
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Source: Volpe Martincus and Carballo (2008).



https://www.sciencedirect.com/science/article/abs/pii/S0304387809000182
https://www.sciencedirect.com/science/article/abs/pii/S0022199608000457

The Digital Transformation

What Is and How It Affects Trade
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New digital technologiesg

High-speed broadband
Artificial intelligence
Internet of Things
Cloud computing
Blockchain

3D printing

Advanced robotics
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New digital technologies can

affect IElls:

1.

2.
3.

the type of goods that
economies trade

the volumes and values traded
the trade modalities: digitally-
enabled and digitally-
transmitted

the set of goods that
economies specialize in
producing
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The channels are multiple:

1. trade costs:
transaction costs
b. transport and
logistic costs
C. regulatory costs
2. production costs
(comparative
advantage/task costs)



Online Trade Platforms
Rise and Trade Effects

Online trade platforms

The number of online trade
platforms and the volume and value
they channel have increased
significantly in recent years.

Global e-commerce platforms
accounted for 14 percent of total
global retail sales in 2018
(UNCTAD, 2020).
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https://www.oecd-ilibrary.org/economics/welcome-to-the-digital-jungle-measuring-online-platform-diffusion_b4e771d7-en;jsessionid=qj0CYqzv02IWR2T-ZPPg2FwO.ip-10-240-5-41

Online Trade Platforms
Rise and Trade Effects
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COVID-19
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= The Covid-19 pandemic has reinforced these
phenomena.

= Firms substantially expanded the use of
digital platforms.
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Innovation into

health products


https://openknowledge.worldbank.org/bitstream/handle/10986/34626/Unmasking-the-Impact-of-COVID-19-on-Businesses-Firm-Level-Evidence-from-Across-the-World.pdf

Online Trade Platforms
Rise and Trade Effects
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Online trade platforms reduce
information and search costs [Elg[e!
transaction costs), thereby helping firms
increase and diversify their exports in

terms of products and buyers.
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Source: Carballo, Rodriguez Chatruc, Salas Santa, and Volpe Martincus (2022).



https://www.sciencedirect.com/science/article/abs/pii/S0022199622000319
https://connectamericas.com/

Trade Promotion for a Digital World
Leverage New Technologies for Design and Targeting

Machine Learning (ML) can be used to make TPOs’ targeting and promotional

activities more evidence-based and more effective in a more uncertain global context.

= TPOs typically have access to a wealth of micro, firm-level data, which can be expanded through inter-
institutional collaborations with relevant public entities in the economy.

= This allows TPOs to implement a quantitative intelligence approach (QIA) to improve promotion
strategies in an international environment characterized by increased uncertainty.

= ML can be applied on these data to:
= predict the probability of individual domestic firms starting to export (quantitative exporter test)

= predict the probability of a foreign firm buying from a domestic exporter and hence identify the best trade
partner matches to maximize the sales’ probability— (quantitative marketing events and business agenda)

= The IDB is supporting economies in Latin America and the Caribbean (LAC) to introduce this data-driven
trade promotion (and investment promotion) strategies.



Trade Promotion for a Digital World
Leverage New Technologies for Promoting Trade

TPOs/IPAs are increasingly using innovative digital tools to perform their functions
including reaching out to firms and promote exports.

TPOs/IPAs were using Increased use of digital tools due to
digital tools

TPOs/IPAs planning to continue
Covid-19 using digital tools

and keep using EEEEN Keep using  HEEEEEE Other:

Source: IDB (2022, forthcoming) — Survey of 50 IPAs, worldwide.



Trade Promotion for a Digital World
Leverage New Technologies for Promoting Trade

TPOs/IPAs are increasingly using innovative digital tools to perform their functions,

including reaching out to firms and promote exports.

Digital tools for general organization

Cyber Security Tools 96 4

Interactive Working Platforms 84 4

Cross Institutional Collab. Tool 70 8 10
CRM Software Tools 80 14 6

Scanning and Editing Tools 74 4 2

Online Training Tools 16 54 14 16

E-Signature Tools 10 54 14
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Decentralized Cloud Database 64 12 24
Project Management Processing 58 22 20

Data Exchange Tools [PARNS 24 68
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Source: IDB (2022, forthcoming) — Survey of 50 IPAs, worldwide.



Trade Promotion for a Digital World
Leverage New Technologies for Promoting Trade

TPOs are implementing programs to help their firms penetrate and expand in online

trade platforms.

TPOs are increasingly providing dedicated services including through their overseas offices and partnering
with digital marketplaces such as Amazon, Alibaba, and eBay to foster their firms’ cross-border e-commerce.

Chile: e-Exporta (2020) Colombia: Colombia a un clic Peru: Programa de comercio
(2019-2021) electronico (2018)
= 170 assisted firms
= 450 firms with open accounts 1. Focus on food products,
= 18 international digital in 90 digital marketplaces clothing and decorative
marketplaces worldwide

products, manufactures, and

services
= 11 destination markets = 210 firms already sold in

these platforms 2. ~220 assisted firms.




Trade Promotion for a Digital World
Leverage New Technologies for Evaluation (and Dynamic Adaptation)

Automated evaluations based on experimental designs can be e Palelado Colores  **/%
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used to assess the effectiveness of trade promotion activities.
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tool programmed in open software (e.g., R), thus . -
overcoming financial and human resource limitations. -
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diferencias significativas entre las firmas

automated evaluations of data-driven trade
promotion (and investment promotion) strategies.
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Beyond Trade Promotion
Sustainability and Cross-Program Coordination

P 4 s

Mainstream sustainability and

in TPOs’ promotion

approaches and metrics. Wlth_OthEF

relevant policy areas (facilitation,

= Gender and online platforms: investment, linkages, innovation) in
Female-owned firms are more designing and implementing TPOs
predominant in ConnectAmericas services to explicitly factor in the
than in the economy as a interdependence between policies.

whole/exporters.
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When applying these
recommendations, balance
consistency over time, flexibility,
and adaptability with changing
contextual, policy, and business
conditions.


https://connectamericas.com/

THANK YOU

Christian Volpe Martincus
Principal Economist, IDB




