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PREFACE

Social media is a tool that allows consumers to-interact with family, friends, and a wider
social circle by sharing information and experiences in real time from their public

and private lives. Massive reductions:in the cost of information and communication
technology and the proliferation of internet access have led social media to become an

everyday tool for individuals and organisations across the globe.

However, social media is only one element of a larger group of digital tools that firms
around the world use to build or grow their businesses by connecting with customers,

suppliers, and present and future employees.

In 2019, Copenhagen Economics was asked by the Facebook company to explore how

digital tools contribute to society in detail using two key approaches:

® Review the existing empirical evidence, looking primarily at how digital tools
can create opportunities for growth by reducing marketing costs, providing a

platform for sales, and facilitating expansion into new markets.

® Undertake a global survey of businesses to elicit how they use Facebook
apps and technologies (Facebook, Instagram, Messenger, and WhatsApp) and
how these apps and technologies have supported economic inclusion, hiring,

expansion.into new markets, and business activities.

The research presented herein was designed and conducted in 2019, including a
global survey that gathered information about businesses’ economic activity in the 12
months prior to Autumn 2019. The economic fundamentals underpinning the study

results are informed by global trends up to 2019 and, accordingly, do not reflect

. economic and social impacts of the COVID-19 pandemic that have emerged in 2020.

While we understand that the world is a different place now, given our findings, we
Fovide perspectives on the role of social media in future economic recovery,
owth, and overall welfare. In this respect, we focus in particular on the

Is to further economic and social inclusion.







TIVE
SUMMARY

Digital transformation is a process that significantly influences all parts of society. It

is driven by the ever-increasing availability of digital applications on smartphones,
laptops, and other hardware, combined with the ability of the individual to connect to

the 3.5 billion people currently using the internet."

In this context, researchers and policymakers have often focused their attention on
mass information, communications, and technology companies that have developed
new global digital tools. These tools have transformed how consumers, enterprises,
the public sector, and other organisations around the world conduct their everyday

lives and develop their activities.

To explore the role of social media in business, we conducted a global survey in 2019
to examine businesses’ use of Facebook apps and technologies: Facebook, Instagram,
Messenger, and WhatsApp (methodology outlined below). More than 15,000
businesses in 30 countries and regions provided information about their business

activities in the previous 12 months. Using the survey results, we show evidence that

METHODOLOGY

This study investigates how firms used Facebook apps and technologies to support their businesses.’
Our empirical approach is a survey of over 15,000 businesses across 30 countries and regions. Collectively,
these countries and regions account for two thirds of global GVA. We estimate the GVA and exports that
businesses attribute to their use of Facebook apps and technologies. Macro estimates are calculated by
applying survey data to data found in the national accounts and scaling this to be representative of the 30

surveyed countries and regions.

By contrast, it is not within the scope of this analysis to capture the secondary impacts (indirect effects)
through supply chains, nor the induced effects through employee spending. The estimates derived from
the analysis should be viewed as gross figures; they do not take into account any substitution effects,
displacement effects, or cannibalisation that may occur as a result of the use of Facebook apps and
technologies or their potential substitutes. Similarly, the study does not seek to measure the incremental
effect of Facebook apps and technologies on business performance, nor does it attempt to model a

counterfactual world without Facebook apps and technologies.

Executive Summary

' ITC (2018)

% Please refer to the Methodology Appendix for a
description of the survey.
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the Facebook company served as a catalyst for business development during that
time. We further estimate the impact of Facebook apps and technologies in this period

across 30 countries and regions, including the US, the largest economy in the world.

The study was undertaken at a time when the global economy was characterised

by market expansion and relative prosperity. Ilts aim was understanding how digital
tools could help businesses tap into the resulting opportunities to grow. In that
context, the study found significant evidence that, during the surveyed period, a broad
range of digital tools benefitted firms in all industries by creating more effective
hiring practices, enabling firms to reach export markets, and reducing the costs of

marketing and sales.

However, the economic conditions that businesses are encountering in 2020 differ
markedly from those of last year, and as such, the findings relayed in this report are
not necessarily directly applicable in the current environment. We would not expect
to detect nearly the same results and patterns if this research were to take place

at the current moment, which is characterised by significant and rapid economic

contraction, disruption, and uncertainty related to the spread of COVID-19.

Nevertheless, the insights gleaned from the research are relevant for understanding
the uses of digital tools for business and their potential to support future digital
transformation across the economy. These findings can highlight opportunities and
ongoing potential for businesses to tap into social media, including Facebook apps
and technologies, as an important resource for business activity during a period of
worldwide economic reconstruction. The evidence from 2018-2019 demonstrates that
digital tools are uniquely positioned to support businesses globally. Thus, they remain
viable for businesses that are now in the middle of crisis and seeking to leverage
these tools to promote productivity and revenue recovery. As such, the metrics and
findings from 2018-2019 trends may be useful for informing and guiding economic

policy conversations in the post-COVID-19 era.



THE KEY RESULTS FROM THIS REPORT ARE:

Digital technologies and connectivity can drive economic
inclusion of all businesses.

Essentially, the wide group of mostly free digital tools from the Facebook company,
combined with the worldwide expansion of the internet, afforded less-advantaged
groups the ability to connect their products and services with customers around the

world and serve a wider, and sometimes even global, economy in 2018-2019.

We contend that digital tools could help to foster economic activity and further increase
social inclusion in the coming years. In keeping with the UN Sustainable Development
Goals, which highlight economic inclusion, we suggest that continued improved access
to infrastructure and investments in digital skills for the regions and groups that
currently have limited or no access to these resources would facilitate this economic

activity and social advancement.

Digital technology can have a marked impact on hiring
and jobs.

Digital tools allow employers to advertise job requirements for vacant positions
quickly and at low cost, while giving applicants the ability to seek jobs in a wider
geographical area, improving the overall functioning of the job market. In our survey,
29 per cent of firms using Facebook apps and technologies reported that they used
the apps and technologies for hiring purposes in 2018-2019.% In addition to making
hiring easier, digital tools and associated reduced costs may enable companies to

retain their headcount by helping to increase sales, exports, and profit margins.

Digital technology can help firms access markets abroad.

We find that digital tools have lowered trade costs and offered firms a larger base of
potential customers in both near and distant markets. In our survey of businesses
across 30 countries and regions, we find a higher propensity to export by businesses
using Facebook apps and technologies (44 per cent), compared to businesses not

using Facebook apps and technologies (26 per cent), in 2018-2019.%

Digital technology can help decrease barriers to growth.

By lowering the costs of marketing and enabling wider customer reach, digital
technologies — including, as an example, Facebook apps and technologies — can help
businesses overcome barriers to growth. In our survey, 78 per cent of businesses that
reported using Facebook apps and technologies used them for paid ads, free marketing,

or finding new clients or customers in 2018-2019.°

* Please refer to the Methodology Appendix for a ® Please refer to the Methodology Appendix for a
description of the survey. description of the survey.

“ Please refer to the Methodology Appendix for a
description of the survey.

Executive Summary






CHAPTERI:

UCTION

Over the last few decades, the world has become increasingly digital, driven by

widespread internet access, the emergence and prevalence of smartphones, and the
development of numerous digital applications and tools. Businesses can now regularly
communicate and conduct their activities faster and more efficiently than ever before.
In 2018, it was estimated that the global datasphere would increase at a compounded
annual growth rate (CAGR) of 27 per cent from 2018 to 2025." Internet penetration
globally has also expanded. According to a 2018 study from the ITC, 76 per cent of the
world’s population lives within access of a 3G network.? In 2016, close to 3.5 billion

people were found to have access to the internet — more than triple the level in 2005.°

The rise of what is traditionally labelled as the ‘digital economy’ across global

economies is undoubtably significant. However, current definitions of what the digital

‘Initially used almost

exclusively by private

individuals, social

media is now also a
tool that businesses

Social media is one important technology in the

digital space, and it has grown significantly in both an Use 1'0 mque'r

importance and scope since it first appeared. Initially

used almost exclusively by private individuals, social p rOd Ucll-s G nd rea C h

media is now also a tool that businesses can use to

7
market products and reach customers. c U Sll.o m e rS.

In this chapter, we gain a better understanding of digital technologies and how they

economy actually includes are somewhat vague.” It
is well established that the digital sector is the core
of the digital economy, driving the wider adoption

of digital technologies in other sectors.® In this
report, we look at the opportunities arising from the
increased use of digital technology by businesses,
with a particular focus on social media during a
period characterised by economic and market

expansion across the world.

have been used by businesses around the world (1.1), what social media is and how it
can be used by businesses (1.2), and finally, how businesses have used Facebook apps
and technologies (1.3). We base our findings on a unique survey of more than 15,000
businesses across 30 countries and regions and six continents conducted in 2019 for

the purpose of preparing this study.’

' IDC(2018) ¢ See further description in Chapter 2.

? |TC (2018) 7 See ‘Estimation Methodology' on Page 12 as well as
3 ITC (2018) the Methodology Appendix for a description of the

“ OECD (2018) survey.

5

IMF (2018). We do not consider digitisation, the
process of converting information from a physical
format into a digital one, separately.

11
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ESTIMATION METHODOLOGY

This study investigates how firms used Facebook apps and technologies to support their sales and the
corresponding macroeconomic effect. Our empirical basis is a survey of 15,342 businesses. Relying
on national account classifications designed to be comparable globally, we have structured the survey

questionnaire and the economic modelling along 14 industry classifications.

As Facebook apps and technologies (Facebook, Instagram, Messenger, and WhatsApp) are most likely
to contribute to businesses in the market economy, we adjust the number of industries by removing
public sector industries, as their sales are most likely to be attributed to taxpayers, leaving us with 11
industries in total. Respondents were spread across all industries and all sizes of business across the 30

countries and regions in scope (which, taken together, account for two thirds of global value added (GVA)).

15,342 30 11

BUSINESSES COUNTRIES & INDUSTRIES
REGIONS

We use micro-level survey data of businesses’ use of Facebook apps and technologies, as well as how
much businesses credit Facebook apps and technologies in their sales, and infer macro-level estimates
based on best available national account data. The survey results were aggregated at the smallest unit of
analysis feasible (given availability of macro data) for inference at the macro-level, namely the country-
and region-sector level. Thus, a general limitation with this type of estimation method is that the broad
geographical and industry scope of the survey reduces the sample size from which extrapolation takes
place. A further common challenge is the reliance on online tools to administer the survey, which we

account for by controlling for the extent of internet penetration variance by country/region.

While these countries and regions span the world, the aggregate results reported in this study reflect
the set of 30 countries and regions rather than a global aggregate. Our quantitative macro estimates
measure GVA and exports created by businesses using Facebook apps and technologies. This
methodology is focused upon the businesses using Facebook apps and technologies and the influence
they have on their ability to generate sales. Thus, it is not within the scope of this analysis to capture
the secondary impacts (indirect effects) through supply chains, nor the induced effects through

employee spending.

As is customary in comparable literature, this methodology does not capture any displacement effects
that may occur as businesses prefer to adopt new services, new technologies, and new ways of doing
business. Therefore, this study reports gross economic impact (GVA and exports), and has not been
adjusted for activity that may have been displaced by the businesses’ decision to adopt Facebook
apps and technologies as one of their business tools. In other words, the study provides a snapshot

of the aggregate business activity that currently leverages Facebook apps and technologies. Defining
and modelling a counterfactual world without online activity or without online tools such as Facebook
apps and technologies is outside the scope of this study. Similarly, the study does not seek to measure

the incremental influence of Facebook apps and technologies on business performance.



1.1 TECHNOLOGY USE IN BUSINESSES
IS AN IMPORTANT DRIVER OF VALUE

A consequence of the growing role of digital technology is the major transformation

of how businesses — across industries, in and outside the digital economy — develop,
produce, and market their goods and services. Examples of industries that have seen
major changes in their business models due to emerging digital technologies include

financial services, retail marketing, e-commerce, and the health sector.

Intuitively, we know that the adoption of digital technologies can add significant value
to the economy and offer potential opportunities to companies.® Still, no consensus
exists with respect to measuring the value of digital technologies to the economy,
particularly in the case of technologies that are free. Two 2019 studies that estimate
the consumer value of digital technology to the US economy — using different
methods — find an additional contribution of digital content and services to annual
GDP growth of between 0.05 and 0.30 percentage points per year (based on evidence
up to 2017).% 101

As these and other studies reflect, contributions of digital technologies to the
economy are likely to be significant, although variable. Measurement of digital
technologies remains at the frontier of academic research, reflecting that accounting
for the value of digital technologies in traditional national accounting is difficult and

that better approaches need to be developed.'?

13
For businesses, digital technologies are one of the key contributors to sales. As an
example, social media platforms provide a large base of potential customers and
effective ways to reach them."® This report is an empirical effort to measure the
role of Facebook apps and technologies as a factor contributing to business activity
around the world during a recent period characterised by global economic prosperity
and market growth.'
8 See e.g. OECD (2019b) describing how digital " According to the Organisation for Economic
transformation represents an opportunity for Co-operation and Development (OECD), SMEs are
improving productivity growth. small and medium-sized companies with fewer
? Brynjolfsson et al. (2019) estimate the value of the than 250 employees.
Facebook app by giving Facebook app users the 2 See e.g. Brynjolfsson et al. (2019), which looks at
choice between 1) keeping the Facebook app or 2) the welfare contributions of the digital economy,
giving up the app for one month and getting X USD currently not well-measured in national accounts.
in return. The payment amount, X, varies from $1 13 McKinsey & Company (2016)
(USD) to $1,000 (USD), and, based on Facebook app 14 See ‘Estimation Methodology’ on P 12 as well
users’ responses, a value of the app is derived. The theeM Sﬁ: da lo Ae ° g_ogfy ° d age i as fteh as
study estimates that US GDP growth would have € Methodology Appendix for a description ot the
been 0.05-0.11 percentage points higher per year SUTVey. -
during 2003-2017 if digital apps and technologies, kS
like the Facebook app, had been included in the GDP i8]
calculation. 3
1% Byrne & Corrado (2019) assume that demand for g
home service and paid-for service are <

complementary and estimate that accounting for
value of digital services in GDP would add nearly 0.3
percentage points to the yearly growth rate of GDP.
This was established by comparing the change in
the estimated trend rate of real GDP growth from
1997-2007 to the 2007-2017 period.
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1.2 FACEBOOKAPPS AND
TECHNOLOGIES ARE ONE OF
SEVERAL DIGITAL PLATFORMS
IN THE SPACE OF SOCIAL
NETWORKING

Today, many people use social media to create and share their own content. Research
on the building blocks of social media describes it as ‘[employing] mobile and web-
based technologies to create highly interactive platforms via which individuals and
communities share, co-create, discuss, and modify user-generated content.'® In other
words, social media connects people by letting them share and create content, such
as pictures, videos, and more. Social platforms include, among others: Flickr, LinkedIn,
Pinterest, Tumblr, Twitter, Vimeo, YouTube, and Facebook apps and technologies

(Facebook, Instagram, Messenger, and WhatsApp).

Each media or social platform has its own features for diversification and could be used
differently by different businesses. From a business perspective, social media can help

to connect companies with customers in more efficient ways, such as:

® Lowering companies’ marketing costs. One study estimates that marketing
costs can be lowered by up to 57 per cent for manufacturing and service small

and medium-sized enterprises (SMEs)."*'”

® Providing a straightforward channel for customer feedback that can be used for

product innovations.'®

® FEasing access to markets by decreasing the perceived distance between buyer

and seller, making it easier to trade.’

® [owering the cost of hiring, increasing the base for recruitment, and facilitating
better matching between employer and potential employees. For example,
online recruitment has been found to be 70 per cent faster and up to 90 per

cent cheaper than traditional recruitment, e.g. newspapers.?’

Facebook apps and technologies are important players in the social media space, in

use by an estimated 160 million businesses globally in 2019.%

'® Kietzmann et al. (2011) '8 See further description in Chapter 2.

"¢ Asia Pacific MSME Trade Coalition (AMTC) (2018) 17 See further description in Chapter 3.

"7 According to the Organisation for Economic ? Ramaabaanu & Saranya (2014). See further
Co-operation and Development (OECD), SMEs are description in Chapter 4.
small and medium-sized enterprises with fewer 2 Facebook (2019a)

than 250 employees.



Facebook is a social media platform that individuals, businesses, NGOs, and public entities alike can sign up for and create
a profile to share their own content, including pictures, impressions, and likes. It also allows users to create groups, ads,

and fundraising campaigns.
Instagram enables users to share pictures and videos and offers an array of different editing options. Instagram also

offers the functionality of the hashtag, a metadata tag used to organise and collect user-generated content.

Messenger is an embedded function of Facebook that also exists as a separate app. Its users can share messages,

pictures, videos, polls, and their location, as well as make voice or video calls. The app also allows for one-on-one and

group communication via text or calls. New features enable users to exchange money via the app (only available in a

limited number of countries and regions).

WhatsApp holds similar functionalities as Messenger, allowing users to call or text each other; however, exchanges are
encrypted. Like Messenger, WhatsApp also allows for communication one-on-one or in groups, but, unlike Messenger,

WhatsApp does not require a Facebook account, instead connecting to users by their phone numbers.

1.3 BUSINESSES USE FACEBOOK
APPS AND TECHNOLOGIES FOR
ADVERTISING AND INTERACTING
WITH CUSTOMERS

In this report, we will explore how digital technologies and tools help firms grow their
businesses in three dimensions — sales, exports, and hiring — while also looking

at ways digital technologies can improve the economic inclusion of historically
marginalised groups. To explore the impact of these four areas on the economy, we
conducted a survey of more than 15,000 businesses located in 30 countries and
regions across six continents, asking businesses about their use of Facebook apps
and technologies in 2018-2019. Using this data, we estimated the macroeconomic
impact of Facebook apps and technologies on the surveyed countries and regions,
including the US, for 2019. The survey includes both businesses that at the time

reported use of Facebook apps and technologies and businesses that did not.??

While we look at business usage of Facebook apps and technologies as a whole
during this period, businesses were not necessarily using every app. Which ones
they chose to use also depended on various factors, such as their business model
and the countries or regions in which they were active. We find that businesses used
Facebook apps and technologies for a variety of reasons and functions, as shown in
Table 1.2

22 All apps are free to use. The Facebook and 2 Please refer to the Methodology Appendix for a
Instagram apps both offer opportunities for paid description of the survey.
and free advertising options for businesses. Please
refer to the Methodology Appendix for a description
of the survey.

15
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Table 1: Business Use of Facebook Apps and Technologies

Source: Copenhagen Economics

L ﬂ

Find new clients and

customers and communicate . . . .

with customers

Advertise . .

Showcase products . .

Hire new employees . .

In this report, we find that digital technologies can be an enabler of inclusion. By
offering low-cost alternatives to marketing, customer outreach, and hiring practices,
the apps can empower business owners from historically marginalised backgrounds
to start and run their own businesses. In our survey of businesses across 30
countries and regions, we find that businesses founded by women were more likely to
describe Facebook apps and technologies as important tools for starting a business
or overcoming business challenges than those founded by men.? This suggests

that Facebook apps and technologies can be helpful tools for the empowerment of

female entrepreneurs.

Digital technology and social media may also reduce firms’ hiring costs and facilitate
better candidate matches. In our survey of businesses, 29 per cent of firms using
Facebook apps and technologies said they used it for hiring.?® In particular, 61 per
cent of firms using Facebook apps and technologies reported that they were an
important tool for creating jobs in local communities.? Surveyed businesses across
30 countries and regions said that using Facebook apps and technologies helped
them generate sales corresponding to an estimated $984 billion (USD) in economic

activity last year.?”

We also find that social media can help businesses overcome barriers to trade by
reducing trade costs. In our survey of businesses across 30 countries and regions, we
find that 70 per cent of businesses using Facebook apps and technologies considered

them to be important for entering into new markets.?® Surveyed businesses across 30

% Please refer to the Methodology Appendix for a " Economic activity refers to the gross value added.
description of the survey. Exact GVA estimate is $984,176,035,027 (USD).

% Please refer to the Methodology Appendix for a Please refer to the Methodology Appendix for a
description of the survey. description of the survey.

% Please refer to the Methodology Appendix for a #* Please refer to the Methodology Appendix for a

description of the survey. description of the survey.



countries and regions said that using Facebook apps and technologies helped them
generate international sales corresponding to an estimated $342 billion (USD) in

exports last year.?’

Finally, social media has also been helpful for businesses seeking to overcome
obstacles to growth during a period of economic expansion. From our survey of
businesses in 30 countries and regions, we find that 78 per cent of businesses

that reported using Facebook apps and technologies used them for paid ads, free
marketing, or finding new clients or customers.*®® For some businesses, these tools
replaced or postponed the need for a website, saving users the cost of managing
and maintaining one.?' Also, 83 per cent of business users of Facebook apps and
technologies reported that the apps were one of several marketing channels

that were used by the business.® Of the businesses using Facebook apps and
technologies, 80 per cent stated that Facebook apps and technologies allowed them

to increase sales in 2018-2019.%

In this chapter, we have discussed the role of modern digital tools in the world today
and gained a better understanding of the role of social media, particularly how it
can be leveraged by businesses. Lastly, we provided key insights from our global
survey of more than 15,000 businesses in 2019.3* We find that Facebook apps and
technologies were primarily used for reaching, communicating with, and marketing

to customers.

As noted in the Preface, businesses’ economic circumstances in 2020 are very
different from those in 2019, when the data collection for this research was
conducted. Consequently, the magnitude of the above estimates for inclusion, hiring,

exports, and sales for global businesses are not expected to be representative of

current conditions. Nonetheless, they do provide important insight into the benefits of

social media — and, consequently, potential opportunities and leverage points — as

businesses seek to recover and rebuild in the coming years.

The remainder of the report is structured as follows. Chapter 2 discusses the role
of technology in sales growth and how it has contributed to the global economy.
Chapter 3 provides a closer look into exports as one of the channels by which digital
tools have helped firms to grow. Chapter 4 analyses the role of digital technologies
in hiring and the implications of sales growth (as it relates to social media use) on
employment. Finally, in Chapter 5, we discuss the implications of firms’ use of social

media as a driver of the inclusion of minorities within the business world.

? Exact export estimate is $342,339,388,179 (USD).
Please refer to the Methodology Appendix for a
description of the survey.

* Please refer to the Methodology Appendix for a
description of the survey.

3 Please refer to the Methodology Appendix for a
description of the survey.

2 Please refer to the Methodology Appendix for a
description of the survey.

* Please refer to the Methodology Appendix for a
description of the survey.

% Please refer to the Methodology Appendix for a
description of the survey.

*984

BILLION

Surveyed businesses
across 30 countries and
regions said that using
Facebook apps and
technologies helped
them generate sales
corresponding to an
estimated $984 billion
(USD) in economic
activity last year.
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CHAPTERII:

CHNOLOGIES
> A CATALYST
‘OR GROWTH

Businesses drive economic activity around the world. A business environment that is

healthy — or one that is on the road to recovery — enables technological innovation,
happy consumers, and a greater standard of living. An ideal environment enables
businesses to increase their goods and services offerings through access to new

markets domestically and abroad.

Market growth means attracting new customers and expanding business networks on
an ongoing basis. Traditional efforts to achieve growth include marketing, new product

design, new business models, and improved customer service and feedback methods.

These avenues all support potential business growth. However, each typically comes
with associated costs that may be prohibitively high for some businesses. These cost
barriers can inhibit a firm’'s ability to grow or rebuild, reducing the societal benefits

associated with a healthy business environment."’

This chapter outlines how digital technologies can help overcome these barriers. We
first clarify some key mechanisms (2.1) and explain why small and medium-sized
enterprises (SMEs), in particular, may benefit from digital technologies (2.2).2 These
opportunities are in practice worldwide by enterprises of all sizes, and we highlight the
effects identified, using a survey of over 15,000 businesses (2.3).% Finally, we perform a
deep dive into the US, the world’s largest economy (2.4), and then summarise the wider
findings of the chapter (2.5).

' ITC (2018) ® Please refer to the Methodology Appendix for a
2 According to the Organisation for Economic description of the survey.

Co-operation and Development (OECD), SMEs are

small and medium-sized enterprises with fewer

than 250 employees.

Chapter II: Digital Technologies as a Catalyst for Growth
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2.1 DIGITALTOOLS HELP BUSINESSES
CREATE OPPORTUNITIES
FOR GROWTH

Digital tools and applications can help firms reduce costs, overcome barriers to
growth, and create new opportunities. For example, digital marketing can help
reduce the cost of both advertising and reaching customers by offering a lower-cost

alternative for firms to showcase their products

1 5 T o and services.

Research estimates that digital marketing could

! 5 O/ improve overall business marketing effectiveness
o by 15 to 25 per cent. A closer look within the
EU suggests that firms increasingly see digital
digital marketing 9 9w 9

marketing as an effective marketing tool, with 47 per
could improve . - . o
cent of firms advertising on social media in 2017 —

overall business
up from 39 per cent in 2015.°

marketing
effectiveness by Similarly, digital tools can help firms reduce the
15-25% costs of securing customer feedback and providing

customer service by utilising more cost-effective
and direct communication methods, such as livechat functions on retailer webpages

or ‘customer impressions’ on digital platforms.®

Finally, digital technology may help firms secure funding. Funding or capital is
essential for many firms to grow or rebuild their businesses, enabling them to expand
inventory, hire more staff, invest in additional production and equipment, and open

physical outlets.

Lenders serving businesses need accurate information on a firm’s financial situation
when evaluating whether to provide a loan. For small firms with limited records
and/or resources, this information can be difficult to secure, resulting in a barrier to
funding or capital access. Digital technology can improve access to information and
help facilitate options for funding by providing easier access to business records and

credit scoring models through open banking, often in real time.”

Beyond open banking, crowdfunding has emerged as a viable alternative to traditional
finance in recent years. With crowdfunding, smaller firms and individuals can raise
funds through contributions from a large number of people (the ‘crowd’) instead

of relying on professional investors.® In that sense, digital technology has taken
fundraising from a traditional, carefully-placed, in-person solicitation to a fast-

growing online ‘event’ to which all are invited.

4 ITC (2018) 8 Kaur & Gera (2017). There are different types of
5 Eurostat (2018, May 8) crowdfunding, ranging from donations to activities
5 17C (2018) resembling equity finance, but all can be

facilitated digitally.
7 Asian Development Bank Institute (2019). The Asian
Development Bank Institute describes open banking
as a system in which banks share their information
with third parties, thereby making it easier to assess
whether or not a business is creditworthy.



2.1.1 SOCIAL MEDIA CAN HELP DRIVE
BRAND AWARENESS AND SALES

Social media can be utilised to target a specific audience (and its network of contacts)
for a campaign, enabling businesses to build brand and customer awareness in a

very effective way, leading to a potential increase in customer interest and sales.

In addition, research in Australia shows that firms spending an above-average
proportion of their marketing budget on social media reported a 7 per cent higher
sales growth than those which spent the average amount.” Social media offers firms
an easy and cost-effective way to engage with customers, receive feedback, and

capture impressions. See Figure 1 below.

Figure 1: Business Use of Facebook Apps and Technologies

78% 76%

of businesses that used Facebook of businesses that used Facebook apps
apps and technologies in 2019 used and technologies in 2019 reported that
them for paid ads, free marketing, or the apps were important for finding
finding new clients or customers. and reaching target customers.

Research on German manufacturing and service firms suggests that companies
using the Facebook app to collect customer feedback are more likely to engage
in product innovation.' This research also suggests that social media holds the
potential for boosting business innovation and that firms are more likely to innovate

when they use social media for customer feedback.

In our survey, 77 per cent of firms reported that they actively used feedback
from customers, ad campaigns, and other information from Facebook apps and
technologies in 2019."" Additionally, 56 per cent of those surveyed reported using

customer feedback to improve their product offerings.'?

2.2 SMES AREIMPORTANT
BENEFICIARIES OF SOCIAL MEDIA

Although social media platforms like the Facebook and Instagram apps are available
to all firms, SMEs are important beneficiaries because they are key players in the

global economy by virtue of their significant contribution to their national economies.

? Deloitte (2018) 12 Please refer to the Methodology Appendix for a
'% Bertschek & Kesler (2017) description of the survey.

" Please refer to the Methodology Appendix for a
description of the survey.
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Different estimates suggest that SMEs make up between 62 and 70 per cent of global

employment.” Similar patterns can be found all over the world."

SMEs hold large potential for economic growth, labour opportunities, and prosperity if
they can overcome barriers to growth and market entry. As stated by the Organisation
for Economic Co-operation and Development (OECD): ‘enabling SMEs to adapt and
thrive in a more open environment and participate more actively in the digital
transformation is essential for boosting economic growth and delivering a more

inclusive globalisation."

Research describes how SMEs, despite their essential role in creating jobs, growth,
and innovation, receive a disproportionally small share of credit from the financial

system.’ This likely hinders their ability to scale and grow their business.

However, digital technologies like social media can help smaller companies achieve

‘big company benefits’ online. An example put forth by the OECD is that ‘ad servers

and Internet search engines and portals allow SMEs to advertise their goods and

services even at low advertising budget levels."”

In fact, a 2018 study by the Asia Pacific MSME Trade Coalition (AMTC) showed that
online marketing reduced estimated marketing costs for manufacturing and service
SMEs by 57 per cent."®

Furthermore, being socially connected can, to some

1 o °
extent, shorten the distance between two parties. On Ilne ma rkelrlng
Research indicates that social media can decrease reduced estlma‘red

the relevance of geographical distance on social

and business relationships." ma rke.l-ing COSTS fOr
This is significant because the geographical ma nUfa CTU ring and
distance between a seller and a buyer has been se rvice S M Es by

proven to be an impediment to trade, a point that

7
we will revisit in greater detail in Chapter 3. 57 per Ce n.l-.

Because of this shortening of the perceived distance between SMEs and consumers,
the world is said to have become more ‘flat’?’ This means the amount of capital
required to start, grow, or rebuild a business in a given market is reduced, and SMEs

can become more competitive in many aspects.

Indeed, the playing field between smaller and larger firms is beginning to level as

small firms compete in ways previously available only to large firms.?'

'* As of 2019, the International Labour Organisation ' Asian Development Bank Institute (2019)
estimates that SMBs, across the 99 countries 17 OECD (2010)

surveyed, contribute to 62 per cent of total employ- 18 . .
ment, cf. ILO (2019); in the EU, SMBs employ 67 per Asia Pacific MSME Trade Coalition (AMTC) (2018)

cent of entire EU employment, while SMBs comprise '? Bailey et al. (2017)

over 99 per cent of the stock of firms and employ,on 2 Influential expert Thomas L. Friedman has argued
average, 70 per cent of the labour markets across that information and communications technology
OECD countries, cf. OECD dataset: SDBS Structural (ICT) sets the basis to ‘flatten the world’, cf.
Business Statistics (ISIC Rev. 4). SMBs, Small to Friedman (2005).

Mid-size Businesses, are another name for SMEs, 21 7C (2018)

defined by companies that have fewer than 250

employees.

" International Finance Corporation (2017), Asian
Development Bank (2019), and U.S. Small Business
Administration Office of Advocacy (2018)

'S OECD (2017a)



SMEs are not the only ones who benefit from the market access and operational
efficiencies provided by social media. Social media also reduces the barrier to entry
for women entrepreneurs, entrepreneurs with less access to education, and SMEs

located in remote and inaccessible areas.”? We will revisit this in Chapter 5.

2.3 FIRMS USING FACEBOOK APPS
AND TECHNOLOGIES GROW
FASTER THAN FIRMS THAT
DO NOT

The possibilities for low-cost marketing, more effective customer reach and
interaction, and other business-specific offerings by Facebook apps and technologies
are available to all firms. According to the most recent estimates, 160 million

businesses use Facebook apps and technologies.?

Several studies across different countries and regions have researched how
businesses use Facebook apps and technologies to grow. Research on Portuguese
SMEs using the Facebook app in their marketing strategy finds the Facebook app
to be an important channel for increasing brand awareness and customer loyalty.?
Increased consumer loyalty can potentially result in improved sales and profits for

a firm.

Other research on the effects of Instagram on Canadian businesses finds that among
young entrepreneurs using Instagram, 69 per cent report that Instagram helps

them to grow their business through increased sales.? Finally, research on the use of
social media in the Middle East finds that social media is a helpful channel to increase

sales.?

In our survey sampling over 15,000 businesses in 30
I 6 o countries and regions across six continents in 2019, 80 per

cent of firms that used Facebook apps and technologies

MILLION reported an increase in sales, and 73 per cent of firms that
businesses use used Facebook apps and technologies reported they were
Facebook apps important for them to grow their business.”’

and technologies.

Interestingly, firms using Facebook apps and technologies
in our survey reported higher growth than firms not using the platform — in both
headcount and revenue. We found that among firms using Facebook apps and
technologies last year, 69 per cent and 50 per cent reported growth in revenue and
headcounts respectively, compared to 39 per cent and 29 per cent for revenue and

headcounts among firms that did not use Facebook apps and technologies.?®

221TC (2018) % Basri (2016)

% Facebook (2019a) 7 Please refer to the Methodology Appendix for a

2 Nobre & Silva (2014) description of the survey.

% |ps0s MORI (2018). ‘Online marketing reduced ® Please refer to the Methodology Appendix for a
estimated marketing costs for manufacturing and description of the survey.

service SMEs by 57 per cent!
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This finding follows existing research from Australia showing that firms on the
Facebook app have a higher propensity to export and that sales beyond a business’
national home market are strongly associated with sales and revenue growth.?” We

will revisit the topic of exports in Chapter 3.

In an effort to measure the role of Facebook apps and technologies, our quantitative
analysis centred on the use of Facebook apps and technologies as a business tool
to empower revenue generation activity, which in turn leads to an estimate of gross
value added (GVA). GVA is a measure of the private sector contribution to a country’s
or region’s GDP, summing up all the components of value added (less intermediate

inputs) that each industry delivers.

FIGURE 2: Gross Value Added

Supply Chain
By removing taxes and subsidies from GDP throughout
the supply chain, we get gross value added.

| |
[ 1

Capital
cosis,‘e,g. FlNAL
h
INPUTS — CONSUMPTION

Intermediate
inputs

The value that each individual firm adds through its combination
of inputs, capital, and labour is equal to the profits net of taxes.

Our estimate of the economic impact of Facebook apps and technologies is based on
a global survey conducted across 11 industries in 30 countries and regions that asked
businesses to estimate the effect of their use of Facebook apps and technologies on
their business activities in 2019.% The surveyed businesses said that using Facebook
apps and technologies helped them generate sales corresponding to an estimated

$984 billion (USD) in economic activity®' last year.

2.4 EXPLORING ECONOMICACTIVITY
IN THE UNITED STATES

This chapter explores the importance of growth opportunities for businesses across
a diverse range of countries, as well as the role of Facebook apps and technologies
as tools enabling business growth globally. Across the world, economic conditions,
infrastructure, consumer incomes, and markets vary significantly. The evidence in
this study confirms the broad value of digital technologies across all the covered
countries, including an increased capacity in developing economies to overcome

obstacles to business development.

27 McDaniel & Parks (2019) 1 Economic activity refers to GVA. Exact estimate of
30 please refer to the Methodology Appendix for a GVA is $984,176,035,027 (USD). Please refer to the
description of the survey. Methodology Appendix for a description of
the survey.



A related question is, to what extent do the digital tools offered by Facebook apps and
technologies empower business in the US? The US economy is the largest economy
in the world: its GDP grew from $15 trillion (USD) in 2010 to $21.7 trillion (USD) in
2019, corresponding to a yearly growth of over 4 per cent over this period.*> Thus, we
provide a deep dive on the US as a representative of the set of developed economies
included in the scope of this global study. As a leading economy, we expect that —
even before the advent of Facebook apps and technologies — businesses in the US
utilise a variety of tools to inform, market, and communicate. Therefore, this section
explores the role of Facebook apps and technologies in contributing to the activities of

US firms.®

The diffusion of technology across the economy and society has played a prominent
role in enhancing the American economy. The Pew Research Center reports that 72
per cent of the American public uses some type of social media to connect with one
another for entertainment, news, and information-sharing purposes, up from 5 per

cent of American adults in 2005 and half of all Americans in 2011.%

Many studies have considered the wider impact conveyed by usage of new
technologies by both businesses and consumers. Consumers derive benefits from
the use of these free services that researchers have linked to new macroeconomic
measures, such as the GDP-B, which quantifies the benefits (welfare contributions)
of new and free goods and services. This line of research found that including the
welfare gains from Facebook would have added between 0.05 and 0.11 percentage
points to GDP-B growth per year in the US. Researchers estimated the US welfare
contribution due to Facebook (between 2003 and 2017) at $231 billion (USD) — an
average of $16 billion (USD) per year.*®

Mirroring the benefits accruing to US consumers, US firms embracing digital
technologies, including social media, also have seen gains. As is occurring worldwide,
US businesses have used new digital technologies to reap the benefits of reduced
barriers to growth. In the post-COVID-19 era, we expect US businesses to leverage
digital technologies to facilitate their economic recovery. This is not the prerogative
of large firms, but also applies to small businesses, who are a key component of the
economy. A 2019 Small Business Association report shows that US small businesses
created 1.8 million net jobs per year, with firms with fewer than 20 employees adding
1.2 million net jobs.* Digital transformation across small businesses is reflected in
recent trends. A recent survey of over 500 US small business owners and managers
found that 89 per cent invested in marketing, with a larger share (35 per cent)
preferring digital to traditional marketing (31 per cent), while 95 per cent of small
businesses planned to increase their spending on digital marketing in the next year.
In particular, businesses were planning to increase spending on social media (63 per

cent), websites (54 per cent), and search engine marketing channels (35 per cent).’’

32 U.S. Bureau of Economic Analysis, “Table 1.1.5.
Gross Domestic Product”, https://apps.bea.gov/
iTable/iTable.cfm?reqid=19&step=2#reqid=19&
step=2&isuri=1&1921=survey

3 The reader interested in a related analysis with a
scope focused on European countries can access
findings from the Copenhagen Economics (2020)
study, which is based on the same methodology.

% Pew Research Center (2019)

% Brynjolfsson, E., Collis, A., Diewert, W. E., Eggers, F.,
& Fox, K. J. (2019). GDP-B: Accounting for the value
of new and free goods in the digital economy (No.
w25695). National Bureau of Economic Research

% U.S. Small Business Administration Office of
Advocacy (2019)

* The Manifest (2019)
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Consistent with these findings, our survey confirmed that a broad set of US
businesses have adopted digital tools, such as Facebook apps and technologies, to
reduce barriers to growth. For example, the advent of digital advertising has opened
new opportunities for low-cost marketing and targeting for American businesses.
Our survey found that 56 per cent of businesses that used Facebook apps and
technologies last year reported that they were important to lowering the costs

of marketing.

American businesses are also seeking innovative marketing solutions to expand their
customer bases and enter new local or national markets. In our survey, 63 per cent
of businesses that used Facebook apps and technologies in 2019 reported that they

were important to finding and reaching target customers.

The growth of the US economy both enhances opportunity and increases competition
as markets mature. Facebook apps and technologies provide an advantage as firms
seek to capture new markets and succeed in a more competitive landscape. In fact, 58
per cent of businesses that used Facebook apps and technologies reported that they

were important to competing against other businesses in the market last year.

All of the above has a positive impact on revenue generation. In fact, 60 per cent of
US businesses that used Facebook apps and technologies in 2019 reported that they
were important in growing their business revenue. This suggests that Facebook apps
and technologies can help businesses grow, as evidenced by the fact that surveyed
businesses across the US that used Facebook apps and technologies reported higher

growth rates than businesses not using Facebook apps and technologies.

As a result, it is unsurprising that surveyed businesses across the US that used
Facebook apps and technologies said that using them has helped generate sales
corresponding to an estimated $107 billion (USD) in economic activity last year.® This
economic contribution is calculated on a per-year basis, based on responses provided
by the US firms surveyed as part of the global study. As this chapter shows, the US
case is one of many instances of growth supported by innovative digital tools, such as

Facebook apps and technologies.

% Economic activity refers to gross value added (GVA)
over the past 12 months. Exact estimate of GVA is
$107,160,722,936 (USD). Please refer to the
Methodology Appendix for a description of
the survey.



2.5 SUMMINGUP

In this chapter, we identified how digital technologies help SMEs and entrepreneurs
of all skill levels and backgrounds improve their chances of success and facilitate
business recovery by opening up new opportunities in the marketplace. Businesses
achieve these benefits by using digital technology and apps to reduce the cost of
advertising, increase sales potential, and improve access to information and a wider
pool of customers. Business owners who used Facebook apps and technologies

in 2019 reported greater growth, were more willing to export, and were faster to

innovate based on customer feedback.

These strategies and the adoption of digital technologies allow businesses to
contribute significantly to the economy. This is confirmed in our analysis, both at the

level of the 30 countries and regions surveyed and in the US economy.
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CHAPTERIIL:

ONNECTING
S GLOBALLY

Global prosperity increasing through specialisation and trade is a long-standing

cornerstone of economic theory.'

Today, trade is not limited to the interaction and relationship between two people

in physical proximity — instead, it often takes place across long distances and
international borders. Through trade, people are able to specialise by producing those
goods and services in which they have a ‘comparative advantage’. Trade can increase
efficiency and can manifest itself as a means to create more competitive prices

for consumers and higher margins for producers. Trade is, therefore, a mutually

beneficial transaction.

The term ‘exports’ describes the sales of goods or services produced in one country
or region that are bought (imported) by buyers in another country or region. Exports
are a way for firms to increase sales beyond their national borders.? Today, exports
to other markets have become easier due to wider adoption of digital tools and

e-commerce.

Yet, the underlying ‘home market’ barriers to growth and recovery, as discussed in
Chapter 2 — including the cost of marketing, the cost of getting customer feedback,
and barriers to raising finance — are fundamentally the same when selling abroad.
Firms looking to grow their business across borders also face barriers related to

setting up a business abroad, including brand recognition, customer reach, costs of

trade (shipping, language, or regulatory barriers), and financial restrictions.

In this chapter, we explore how digital technologies offer ways for firms to overcome
barriers in order to enter markets abroad and to counter the influence of distance
on export volumes (3.1). We then zoom in on SMEs and why they specifically benefit
from digital technologies within the area of international trade (3.2). Thereafter,

we highlight how firms use social media as an important digital tool to grow an
exporting business. We use our global survey of businesses and estimate the impact
of firms’ use of Facebook apps and technologies on global export volumes (3.3).2 An

assessment of the US case study (3.4) and a conclusion follow (3.5).

Economic theory on comparative advantages ® Please refer to the Methodology Appendix for a
describes the rationale of trade between countries description of the survey.

and regions. The theory of comparative advantages

was formulated by David Ricardo in 1817.

2 McDaniel & Parks (2019)
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3.1 DIGITAL TECHNOLOGY HELPS
FIRMS ACCESS MARKETS ABROAD

Trade over large distances is typically more difficult to facilitate than trade happening

between buyers and sellers who are located in closer physical proximity.*

Digital technology and digital platforms have changed the economics of doing
business across international borders. Technology has made it easier for firms to
access and create markets, providing firms with a larger base of potential customers

and effective ways to reach them.

In 2016, researchers found that digital technology contributed to 'Social media as a
)

lowering the cost of international interactions and transactions,

making it easier for firms to communicate with customers Sig niﬁCd nll- d igifdl

abroad, reducing trade costs.’ tech nOIOgy, has a Iso
also finds that digital marketing has greatly reduced the capital been fou nd 1-0 enq ble
requirement for businesses to expand into foreign markets. | n"'e rnq‘tlo n q I frqd e

For example, with e-commerce, brands are often built and

maintained via an online platform with all distribution facilitated by mq king ill- eaSier 1-0
by international deliveries. This reduces, and potentially reach new Cus.l.omers

eliminates, the need for opening and operating physical stores

’
abroad. This, in turn, increases firms' ability to reach new IOCQ"‘Ed q broad.

markets, not only through a reduction of trade costs but also

With the increasing success of e-commerce, additional research

through a reduction of risk, as fewer physical investments are needed.®

Digital technologies can create new ways to structure an export business. They also
create the potential to boost firms’ international sales by reducing the perceived
distance between sellers and buyers.” In 2015, the European Commission published
a study showing that the effect of distance is less significant in the trade of online
services.® A similar result has been found for the digital platform eBay. In 2012, the
negative effect of geographical distance on global trade was found to be 65 per cent

lower than for businesses trading offline across 62 countries.’

Social media, as a significant digital technology, has also been found to enable

international trade by making it easier to reach new customers located abroad.!®

3.2 SOCIAL MEDIA: AN IMPORTANT
ENABLER OF SME TRADE

SMEs tend to be less engaged in trade than larger firms due to information barriers,
financial restrictions, and other market barriers."” The OECD estimated in 2018 that

more than 90 per cent of large manufacturing firms export, but only 10 to 25 per

“ Baldwin & Taglioni (2007) developed an adapted 7 Chaney (2013)
version of the so-called ‘Gravity Equation’, a 8 Alaveras & Martens (2015)
standard economic tool for analysing ? Lendle et al. (2012)

international trade.
McKinsey & Company (2016)
® McKinsey & Company (2016)

% See e.g. Ipsos MORI (2018)
' OECD (2018) & McDaniel & Parks (2019)
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cent of SMEs across most OECD countries do.'? Our survey of businesses across 30
countries and regions around the globe provides similar suggestive evidence — 55
per cent of large firms surveyed exported last year, compared to only 34 per cent of
SMEs.™

Although the ways in which digital technologies — and social media in particular —
can reduce barriers to trade for both large and small firms are clear, social media
has been found to be particularly powerful for SMEs. In 2018, the ITC found that
improvements in access to information on export opportunities had considerably

more significance for SMEs than for large firms."

The World Trade Organisation (WTO) finds the potential decline in trade costs due to
increased technology use to be a ‘disproportionately larger benefit to MSMEs [Micro,
Small, and Medium Enterprises] and firms in developing countries’, and also finds

the potential of technology in facilitating international trade to be highest in poor
countries with weak institutions." This is further supported by a WTO paper analysing
SMEs’ participation in global value chains from 2016 to 2017 across 111 developing
and middle-income countries, which finds that digitally-connected SMEs in
developing countries tend to import a higher share of their inputs than nondigitally-

connected firms.'®

As previously noted, digital technologies have reduced the perceived distance
between buyers and sellers. This also holds true for social media. Specifically, it has
been shown that regions that are more socially connected have higher trade flows,
even after controlling for geographic distance and the similarity of regions, along with

other economic and demographic measures."”

3.3 FIRMS ENGAGED IN FREQUENT
TRADE USE FACEBOOK APPS
AND TECHNOLOGIES

Firms use social media to build their brands, manage customer relations, increase
sales in internal markets, and more. For many firms, it is important to have access
to new markets and engage in international trade in order to grow. In our survey

of businesses across 30 countries and regions, we found a higher propensity to
export for businesses that reported that they used Facebook apps and technologies
(44 per cent) last year compared to businesses that did not use Facebook apps and
technologies (26 per cent), suggesting that businesses that used digital technologies

were more likely to export.'®

2 DECD (2018) ' WTO (2018)
* OECD (2018) 7 Lanz et al. (2018)
' Please refer to the Methodology Appendix for a '® Bailey et al. (2017)

description of the survey.

"51TC (2018) found that more than 60 per cent of SME
responses in a survey carried out by ITC for Fifth
Global Review of Aid for Trade in 2015 indicated
significant importance from improved access to
information on export opportunities compared to a
little over 40 per cent for large firms.
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FIGURE 3: Market Expansion and the Importance of Facebook Apps and Technologies

Business users agreed that Facebooks apps and technologies would
be an important tool for market expansion in the coming year.

86%
68%

. Firms located in middle-income countries and regions

Il Firms in high-income countries and regions

Among firms that reported to be exporters in 2019, those located in middle-income

countries and regions'’ were more likely to view Facebook apps and technologies as

important for supporting trade than those in high-income countries and regions.?’ For

example, 86 per cent of firms located in middle-income countries and regions said

5342

BILLION
Surveyed businesses
across 30 countries
and regions

said that using
Facebook apps and
technologies helped
them generate
international sales
corresponding to

an estimated $342
billion (USD) in
exports last year.

that Facebook apps and technologies were important
for them to expand into new markets.?’ These shares
were considerably higher than the shares reported

by firms in high-income countries and regions (68 per

cent).?

That said, a 2019 study on the impact of Facebook in
the Nordic countries shows that SMEs in high-income
countries benefit from online intermediaries like
Facebook as it reduces trade costs, helping SMEs to
achieve advantages that were previously reserved for

larger companies.?

All respondents to the survey have assessed to
what extent they credit their international sales to
Facebook apps and technologies, measured in USD.
Aggregating these answers across export types

(goods and services, respectively, as industry level

data is not available) yielded for each country/region an estimated attribution for

international sales in the sample. This sample estimate was scaled up to a national

level using a scaling factor, which was then aggregated across the 30 countries and

regions. This corresponded to an estimated $342 billion (USD) worth of goods and

services exported from 30 countries and regions last year.?

% According to the World Bank, middle-income 2 Please refer to the Methodology Appendix for a
countries (MICs) are defined as economies with a description of the survey.
Gross National Income (GNI) per capita between % Copenhagen Economics (2019)

$1,026 (USD) and $12,475 (USD).

% Exact export estimate is $342,339,388,179 (USD).

* Please refer to the Methodology Appendix for a Please refer to the Methodology Appendix for a

description of the survey.

description of the survey.

! Please refer to the Methodology Appendix for a

description of the survey.



3.4 EXPLORING THE ROLE OF EXPORTSIN
THE UNITED STATES

The US has the third largest export economy in the world and sold $1.25 trillion (USD) worth
of goods and services to trading partners in 2017. Its economy utilises exports to sustain
growth and employment. As of 2017, about 39 million American jobs depended on trade, a key
to the development of many sectors of the economy.?® In particular, exports of manufactured
goods directly or indirectly supported over 6 million US jobs, about half of all manufacturing

employment.?

Digital technologies play a key role in facilitating US exports. At the start of the 2010s, the effects
of digital trade on productivity and lower cost of trade (domestic and international) increased US
real GDP by $517-$710 billion (USD) (3.4-4.8 per cent) and increased US aggregate employment
by up to 2.4 million jobs per year.?” Statistics from 2019 showed that small businesses exported

$541 billion (USD), which in turn supported about 6 million US jobs.?® At the same time, small

businesses continue to face several barriers to exporting.

Even in a country like the US, with a large domestic market and relatively well-developed export
market channels, digital technologies enhance trade, even if to a lesser extent than in smaller
or less developed countries. Digital technologies can empower US businesses — regardless of
size — to overcome barriers to trade. Recent studies show that online tools dispel or mitigate
structural barriers, such as (i) distance and transportation costs, (ii) communication and
translation costs, and (iii) lack of trust and information.?” A survey of nearly 4,000 businesses
across the US found that small businesses that were located in rural US areas and used digital

tools exported as much as businesses located on the coasts or in urban areas.*°

Facebook apps and technologies are amongst many digital tools available to businesses that

can facilitate trade by mitigating barriers to exporting. A 2019 analysis of the Future of Business
Survey — conducted jointly by the Facebook company, the OECD, and the World Bank — confirms
this. It finds that, similar to businesses globally, US businesses on Facebook have a higher
propensity to export: about 7 per cent, compared to about 4 per cent for US firms of all industries

and sizes.”

Consistent with this study, our surveyed American businesses that used Facebook apps and
technologies last year reported a higher propensity to export, compared to businesses that did
not use Facebook apps and technologies. This suggests that US businesses that used digital
technologies were more likely to export. This established correlation shows the importance of

the trade-enabling channels opened up by Facebook apps and technologies for US businesses.

Our survey further confirmed the key role of the export opportunity for US businesses via
social media. In fact, 56 per cent of surveyed businesses in the US that used Facebook apps and

technologies last year reported that they were important to enabling entry into new markets.

% Trade Partnership Worldwide (2019) ¥ Paypal (2018)

% U.S. Department of Commerce, International * |bidem
Trade Administration (2015), and U.S. Chamber 31 With the exception of the largest firms; see
of Commerce McDaniel & Parks (2019)

?U.S. International Trade Commission (2014)

% U.S. Chamber of Commerce Technology
Engagement Center and Google (2019)
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US businesses within our survey reported the extent to which they attributed their
international sales to Facebook apps and technologies. Aggregating these answers
across export types (goods and services), we scaled this sample estimate up to the
US national level. From this process, we found that surveyed businesses across the
US that used Facebook apps and technologies in 2019 said that using them helped
generate international sales corresponding to an estimated $9 billion (USD) in exports

last year.*?

3.5 SUMMINGUP

In this chapter, we examined how digital technologies can be a key enabler for firms
to overcome barriers to trade. We find that digital technologies can help firms reach
new markets by reducing both the costs of trade and the capital requirements for
businesses that wish to engage in exports. They can also help businesses as they
seek to reach or retain markets during the period of economic rebuilding that will
follow the COVID-19 pandemic.

We also find that digital technologies, including social media, are powerful tools in
reducing the perceived distance between sellers and buyers. This serves to counter
the potential effects of distance, which historically has restricted trade volumes. As
a result, across the world, the surveyed businesses report that Facebook apps and

technologies are valuable tools to expand their export opportunities.

3 Exact export estimate is $9,165,947,507 (USD).
Please refer to the Methodology Appendix for a
description of the survey.






CHAPTERIV:

INNECTING
B SEEKERS

When businesses are growing, employment opportunities expand for those seeking
new jobs. The reverse is true when businesses experience a slowing of growth. Due to
widespread digitalisation and internet access, job portals, professional networks, and

social media play increasingly essential roles in the hiring process.

In this chapter, we will discuss how digital technology can reduce hiring costs and
improve matchmaking between firms and employees (4.1). We will then outline
how social media can be used for hiring both informally and formally (4.2). Finally,
we review evidence from the US (4.3) and conclude with an overview of the
chapter (4.4).

4.1 DIGITALTECHNOLOGY PLAYSA
KEY ROLE IN HIRING

When a business owner or staffing manager decides to hire additional staff, digital Online /'Ob
technology has the potential to reduce hiring costs by offering cost-efficient ways to recruitmentis
post jobs and manage the hiring process. These advantages will be essential in the

post-COVID-19 economy, as businesses begin to rebuild their workforces and, in turn, o

individuals who were forced to leave positions of employment seek to re-enter the o
job market.
) faster and

Digital technologies can also potentially open up new and larger job markets (e.g. o
national and international job portals and networks). A study reviewing available 9 o /o
literature related to online recruitment found online recruitment via job portals to be

up to 70 per cent faster and 90 per cent cheaper than ‘traditional’ recruitment tools, Cheaper than
e.g. newspapers.’ ‘traditional’

recruitment tools.
Additional research on the effect of digital technologies on labour markets finds that ecru € 0ols

the adoption of digital technologies in the hiring process could reduce costs in talent

and human resources by 7 per cent at the country level.?

' Ramaabaanu & Saranya (2014)
2 McKinsey & Company (2015b)
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Digital technology also facilitates better matches between employers and

employees by bridging the job search gap, with job candidates having improved
access to open positions, specific job descriptions, and greater knowledge of the
employer.? Concurrently, employers also have more access to information about

potential candidates through digital sources.

By using digital technology in the recruitment process, job

1 ] o I h I o
portals like Monster and Jobcase can reach a larger pool of D I g Iqu Te c n o og Ie s
potential candidates at a lower cost. This can also benefit CCI n a Iso h e I p o p e n

companies in a rebuilding phase, allowing them to grow

their staff without incurring excessive expenses related to n ew m q r ke‘l‘s 'Fo r

hiring. Jobcase reports to have more than 100 million users,

]
and many similar job portals exist around the world.® e m p I oym e nT.

Positions posted to online job portals have the ability to reach more potential
candidates than traditional, non-digital hiring tools. Digital technologies can also help
open new markets for employment. For example, Amazon Mechanical Turk (MTurk)
matches micro-jobs — tasks that do not require specific skills but can be done using
a basic computer and an internet connection, such as transcribing, research, and

completing surveys — with people who will do these tasks.®

Previously, these tasks had to be solved by existing staff who were potentially overly
qualified and hence more expensive. MTurk is an example of how digital technology
can help businesses ‘crowdsource’ small tasks to individuals working for a few hours
in different time zones, potentially overnight, without going through a formal hiring
process. For the individual, these micro-jobs can be a way to supplement an existing

income, work from home, or earn money in a flexible way.

4.2 SOCIALMEDIA PROVIDES BOTH
FORMAL AND INFORMAL WAYS TO
SEARCH FOR AND INTERACT WITH
CANDIDATES

In addition to job portals and professional networks, social networks like LinkedIn,
Facebook, and Twitter can help bridge information gaps on both sides of the labour
market. Social networks can be used to share jobs informally via users’ posts and
sharing of content, as well as formally by firms posting job ads. For example, a user
could informally share a post with their social network about a part-time opening at

their workplace and invite their network to apply or further share the job opportunity.

Social media functions as an extension of traditional in-person relationships.’
Research using Facebook apps and technologies data from 55 countries indicates

that having a large network increases the chance of getting a job at a company where

* McKinsey & Company (2015b) ° Jobcase (2019)
“ Seee.g.Vicknair et al. (2010) on the use of ¢ Amazon Mechanical Turk (2019)
social networking websites as a recruitment tool 7 Harvard Business Review (2018, September 25)

for employers.



a social connection is currently employed. The likelihood further increases the more

connections a person has and if the connection is closer (so-called ‘strong ties’).t

Social media is also changing the way businesses informally communicate and
interview candidates. For example, some recruiters note the benefits of using
WhatsApp as an alternative to email or phone calls, as messaging is instant, discreet,
and different from other media typically used by recruiters and employers. In order to
attract a pool of high-demand candidates, the use of WhatsApp may be a way for an
employer to stand out and gain the attention of the candidate. Once interest is shown,

an interview can take place directly in the app via voice or video.’

More formally, businesses can also advertise job openings on social media with a paid

ad that can be targeted to specific audiences and potential candidates based

::egjzrt)j:aphy, education, or other key criteria for lsociql mediq func.l_ions
In our survey of businesses, 29 per cent of firms q S q n eXfe nSiO n Of

that used Facebook apps and technologies last year °n® °

said they used them :)F: hiring." i ' Tradlflonql In-person
Additionally, firms may also create a free company re I qTio n S h i pSo'

page on the Facebook app or LinkedIn, where
potential candidates can follow news about the firm. According to LinkedIn, 25 million

companies worldwide had a company page on its platform in 2018."

LinkedIn is one social media platform designed and labelled as a professional
network to use for hiring. However, other social media platforms also feature
designated hiring tools. One such example is the Jobs on Facebook tool, which
enables firms to advertise job openings on the Facebook app. The tool links the
functionalities of an online job portal and social media accounts, allowing potential
candidates to apply for jobs quickly by sharing the pre-existing background and

contact information from their social media profile.

As we discussed in the preceding chapters, digital tools can help firms overcome
barriers to growth and boost sales. For some businesses, sales growth created by
digital tools requires them to increase their production capacity, which may require

hiring more staff to meet demand.

In our survey, we found that businesses that used Facebook apps and technologies
last year reported higher headcount growth than businesses not using Facebook apps
and technologies." This suggests a link between sales enabled by digital technology
and job opportunities in businesses and sectors that are positively affected by digital

technology.'

® Geeetal (2017) '2 LinkedIn (2018, October 11)
? Workable (2018, October 24), Rao (2016, February 7) '* Please refer to the Methodology Appendix for a
1 See e.g. Facebook (2019b), LinkedIn (2019), description of the survey.
Twitter (2019) '“In this report, we do not account for displacement
' Please refer to the Methodology Appendix for a effects, meaning, jobs that may cease to exist when
description of the survey. old business models give way to new ones due to

the emergence of new technologies, such as the
internet, e-commerce, or social media.
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Moreover, 61 per cent of firms that used Facebook apps and technologies in 2019
found the apps to be important tools in creating jobs in local communities, with a
tendency for more firms in middle-income countries and regions to think of this as

important than firms in high-income countries and regions.'®

4.3 EXPLORINGJOBSIN THE
UNITED STATES

As we've documented globally, digital technologies benefit businesses and workers
by facilitating matching processes between jobs and job seekers and by driving
growth that increases demand for employees. In the US, labour mobility, the ability
of workers to relocate for work, has historically been higher than in other developed
countries, a factor that helps businesses optimise growth and increases the
employment options available to individuals. This mobility may become even more
important after COVID-19, as individuals seek to re-enter the workforce and, in some
cases, to pivot their previous professional objectives. Flexible housing and labour
market regulations, together with a culture built through immigration, contribute to
the comparatively greater labour mobility within the US. For the period 2000-2010,

three times as many Americans moved to find jobs than Europeans.’ !’

The flexibility of the US labour market is also reflected in a greater sensitivity to
business-cycle volatility. While contractions in the labour market following the 2008
financial crisis were significantly stronger in the US compared to the OECD average,
labour market conditions also improved faster in the US than in many other advanced
economies. By 2019, US employment had reached 160 million, exceeding its pre-crisis
level in 2007, with the unemployment rate at an all-time low of 3.6 per cent (January

2020) against an average across all OECD countries of 5.2 per cent (July 2019).

Digital technologies are powerful tools in the
6 1 O/ recruitment process of US firms. Digital tools and
o apps, such as LinkedIn and Monster, as well as the
ofsurveyed firms Jobs on Facebook tool, increase firms’ access to
using Facebook apps talented workers. Indeed, several US studies have
and Techno/og/'es found that online recruitment boosts workers’ mobility

re,oorfed They were and employer-to-employer worker flow. Digital tools

/'mporfonf to creoﬁng allow for precise, efficient search and screening

/'obs in their local mechanisms, minimising recruitment barriers and

.- making it possible for businesses to hire more quickly
communities.

and less expensively.'® Better and faster matching of
workers with the right firms reduces involuntary unemployment' and leads to higher
wages from improved productivity.? A recent study found empirical evidence for a
positive connection between social media connectedness and start-up performance in

the US.”

"5 Please refer to the Methodology Appendix for a '® Freeman (2002)

description of the survey. ' Kuhn & Skuterud (2004)
' lwulska (2011) ?% Bagues & Sylos Labini (2009)
' Federal Reserve Bank of St. Louis (2020), U.S. 21 Banerji & Reimer (2019)

Bureau of Labor Statistics (2020), OECD (2019a)



The share of US firms using social networks to screen potential employees has
increased rapidly in recent years, from only 11 per cent in 2006 to 45 per cent in
2009 and 70 per cent in 2017.?2 Today, LinkedIn has almost 170 million members

in the US alone.?

Within this broader trend of positive impacts on the US labour market due to the
adoption of digital tools, this study confirms the positive effects of Facebook apps
and technologies from a business perspective. In our survey, 31 per cent of American
firms that used Facebook apps and technologies last year stated that they used them

for hiring.

In addition to enabling efficient matching and hiring processes, digital technologies
can also provide a direct contribution to growth for firms using these tools, which

in turn drives demand for hiring. Our survey for the US found that 51 per cent of
American businesses that used Facebook apps and technologies reported headcount
growth, compared to 23 per cent of businesses not using Facebook apps and
technologies. This indicates that for businesses leveraging digital technologies, a
positive association existed between revenue growth and headcount growth. As a
result, local employment depends on business use of the latest digital technologies, a
relationship confirmed by the 52 per cent of surveyed firms that used Facebook apps
and technologies in 2019 and reported that they were important to creating jobs in

their local communities.

4.4 SUMMINGUP

Throughout this chapter, we have explored firms’ use of digital technology in hiring
and how digitalisation can be an indirect driver of job opportunities arising from
business growth. We have reviewed these patterns across economies of different
shapes and sizes and can report a picture of valuable contribution to job opportunities

arising from firms’ use of digital technologies.

We find that technologies such as job platforms, professional networks, and

social media play an important role in reducing hiring costs, expanding the pool of
potential candidates, and enabling better matching between employers and potential
candidates by improving access to information on both sides. Around the world,
businesses said that they used Facebook apps and technologies for hiring and relied
on those tools to achieve the growth that powers jobs and economic activity in

local communities.

2 Careerbuilder.com (2009; 2017)
% LinkedIn (2020)
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CHAPTERYV:

RTING ALL
JSINESSES

Economic inclusion — the availability of and involvement in economic opportunities for

all people, regardless of gender, ethnicity, education, or socio-economic background

— is important to economic growth. The UN's Sustainable Development Goals (SDGs)

prioritise inclusion throughout many of their goals: namely, inclusive, and quality

education for all (Goal 4); gender equality (Goal 5); and sustained, inclusive, and

sustainable economic growth, full and productive employment, and decent work for

all (Goal 8).

Furthermore, inclusion has been shown to help promote
innovation, cohesion, and public health, as well as increase
economic growth and production of goods and services.’
Inclusion offers the potential to unlock growth and spur
economic recovery by empowering all to contribute innovative

ideas about business opportunities.

Economics Nobel Laureate Amartya Sen argues that
development necessitates a set of interconnected freedoms.
Beyond political freedoms, these include freedom of opportunity
and economic protection from poverty.® Economic choices play
a key role in development across and within societies, which
implies both the freedom and opportunity to buy products and
find services as well as the freedom and opportunity to secure

different types of work.

This chapter discusses how digital technologies can support
inclusion. We begin with an overview of the role of inclusion in
driving economic and social progress (5.1). We then discuss how
economic inclusion is promoted through these technologies

(5.2). This is followed by a discussion of the inclusion of women,

‘Inclusion offers
the potential to
unlock growth and
Spur economic
recovery by
empowering all

to contribute
innovative ideas
about business
opportunities.’

T UN(2019)
2 Deloitte (2019)
3 Sen (1999)
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given the disadvantages they often still face in the business world. Afterwards, we
analyse new evidence that shows how social media helps to overcome these barriers
(5.3).“ In conclusion, we review the US case study (5.4) and summarise the chapter’s
findings (5.5).

5.1 THEROLEOFINCLUSIONIN
ECONOMIC AND SOCIAL PROGRESS

3 TO In many regions around the world, inclusion is still a major
issue in traditional business environments. In 2018, the
O/ World Bank concluded: ‘women continue to face widespread

barriers, entrenched in laws that keep them out of jobs

and prevent them from owning a business by restricting

GDP value

. . their access to credit or control over marital property.” In
associated with

a study on equal opportunities and barriers to inclusion

an inclusion ga
gap for individuals of different races, genders, and geographic

for people with

disabilities in 10 finds that such barriers can emerge from factors beyond
low- to middle- the control of the individual.® Uncontrollable factors include
INcome countries.  distance, educational opportunities, and a diverse array

and income backgrounds in the US, the Brookings Institute

of other socio-economic factors.” Barriers can also emerge simply through economic

start-up costs that prevent an individual's full engagement with economic processes.®

Similarly, data for a wide range of countries and regions in the Future of Business

Survey shows that:

¢ In many countries and regions, disproportionately fewer women-run
businesses exist. Shares of mainly women-run businesses range from 5 to 43

per cent, while businesses mainly run by men range from 31 to 77 per cent.’

*  Women-run firms are also smaller — 68 per cent of women-run businesses

are sole proprietorships, compared to 49 per cent of businesses run by men."’

Enhancing inclusion is not just critical for those historically excluded from
opportunity, but it also has the potential to benefit the entire economy significantly,

as measured for several groups and regions around the world. One study noted the
financial ramifications of inclusion challenges for people with disabilities in 10 low- to
middle-income countries, with an estimated GDP value associated with an inclusion
gap as equivalent to 3 to 5 per cent of the GDP."" Similarly, additional research
estimates that greater gender equality in Australia could add an additional $5 billion

(AUD) a year to GDP."? It makes economic sense to encourage economic inclusion.

“ Please refer to the Methodology Appendix for a ? Facebook, OECD, and the World Bank (2017)
description of the survey. '% Facebook, OECD, and the World Bank (2017)
World Bank (2018, March 29) "1LO (2009)

Brookings Institute (2017) 12 Deloitte (2019)

Brookings Institute (2017)
Center for International Private Enterprise (2015)

® < o o



5.2 TECHNOLOGY PROVIDES
OPPORTUNITIES FOR HISTORICALLY
MARGINALISED GROUPS AND
GEOGRAPHIES

Digital technologies and social media empower and engage marginalised groups
around the world, promoting economic inclusion in the digital age. Reports

from the United Arab Emirates and Indonesia find, respectively, that women are
increasingly using social media as a tool for empowerment and as a way to engage
in entrepreneurial ventures.””'“ Women-run businesses achieve success using online

tools for a broader range of purposes than businesses run by men."”

Research on supporting migrant entrepreneurship finds that social media allows
many minority entrepreneurs to establish localised brand recognition at a very

low cost.'® An additional study from the Philippines on the inclusion of the elderly
through social media reports that access to social media is an increasingly important
avenue through which to pursue social inclusion.”” Research affirms that increasing
availability and use of digital tools, such as social media, are acting as economic

enablers for groups that historically have faced significant economic hurdles.'®
Social media, together with a broader set of digital tools, empowers a process of
transformation of businesses and economies. See Figure 4 below.

FIGURE 4: Tools Supporting Business Transformation

Figurative progression from information and communications technology (ICT)
to social media as tools supporting business transformation

Information and . Social Business

Communications Technology Media Transformation

Expanding access to connectivity, and thus the availability of all online tools (including
digital platforms), to remote and rural areas is essential. A recent study of digital
developments worldwide confirmed this finding: rural and remote areas have the
least access to digital and technological infrastructure and are also the areas with the

greatest need for digital connectivity.'” A 2018 study identified infrastructural divides

'* Mourtada & Salem (2012) '7 Celeste & Suarez (2017)
' Melissa et al. (2015) '8 JIIP and VVA (2016), Celeste & Suarez (2017)
'® Facebook, OECD, and the World Bank (2017; 2018) 7 Salemink et al. (2017)

¢ JIIP and VVA (2016)
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in Europe and the EU’s internal market policies as barriers to creating truly inclusive

growth and greater prosperity, respectively.”’

As a result, improved broadband connectivity has become a defining feature of

rural connectivity, as observed in a variety of locations, from the UK?' to Australia*’

to Kenya.”* Reports from 2018 describe mobile money as vital for both the private

and public sectors in many central African countries. For example, the Kenyan
Government's eCitizen platform receives 90 per cent of its digital payments via mobile
money — with the effect of encouraging the growth of SMEs in rural areas.” The
benefits of market access and operational efficiencies provided by digital platforms
can encourage the participation of groups such as SMEs located in remote areas all

over the world.

When examining social media specifically, there is evidence to suggest that rural
regions are benefitting in new ways from social media marketing compared to
traditional marketing. A 2017 study looking at small rural businesses in the tourism
sector of Greece found that social media provides added benefits when attracting
younger millennials, as it allows businesses to expand on in-person introductions

with ongoing relationships online.”

The Facebook app and other social media tools are recognised in a 2019 briefing
paper on digital technologies in agriculture and rural areas by the UN’'s Food and
Agriculture Organization as playing a vital role in facilitating cost-effective social and
business interactions.?® Digital technology generally, and social media specifically, are

potential enablers of greater inclusion of businesses in rural and remote areas.

5.3 WOMEN BUSINESS LEADERS
ACROSS THE WORLD USE AND
VALUE FACEBOOK APPS AND
TECHNOLOGIES

Reports on inclusion in the workplace by the World Bank suggest that women often
both face the burden of cultural expectations and lack other assets and skills, such
as educational attainment or access to trade networks. This hinders the economic
opportunities available to women. For example, African women working to produce
exportable goods and services are typically less able than men to get the inputs and
materials that would raise their productivity and allow them to compete better in
overseas markets.”’” The magnitude of these barriers is found to be exacerbated in
many places around the world due to women also having less access to the education

and financing required to start a business.”” Consequently, in a study of women in

% Bertelsmann Stiftung (2019) %% Chatzigeorgiou (2017)

2 Townsend et al. (2015) % Food and Agriculture Organization of the United
2 The Cairns Institute (2019) Nations (2019)

2 Kizza (2012) ?” World Bank (2014), McKinsey & Company and

Leanin.org (2018)

2 GSMA (2018), GSMA (2017), Nyaga & Okonga (2014) N i o
® International Labour Organization (2016)



the workplace, women are found to be underrepresented in the business community
and as entrepreneurs.”’ In our survey of businesses across countries and regions,
we found that only a small fraction of the businesses were founded by women.*’

At the same time, the proportion of businesses that were founded by women was
higher among those that used Facebook apps and technologies last year compared to

businesses that did not.*"

In the Future of Business Survey, businesses run by women use digital tools to a
higher degree (compared to those run by men) for six out of seven categories of
business purposes.” Access to these tools may help level the playing field for all
businesses by minimising or eliminating the need to invest in substantial resources
or be limited by cultural norms. The evidence from respondents to our survey of 30
countries and regions reaffirms this conclusion; women-founded firms that used
Facebook apps and technologies last year reported more often (compared to firms
founded by men) that Facebook apps and technologies were important tools for
starting their businesses, overcoming business challenges, growing revenue, and

creating jobs in their local community.*

5.4 EXPLORINGINCLUSIONIN THE
UNITED STATES

The US workforce is extremely diverse, with 37.4 per cent of workers identifying as

a minority.”* Women make up 47 per cent of the workforce and lead men in terms of
educational attainment, with over 33 per cent of women having at least a bachelor’s
degree.’® Regardless, there are significant barriers for women and minorities to
entrepreneurship opportunities in general and to leadership positions across firms of

all sizes.

Across the economy, women'’s self-employment rate has historically been at about
half the level of men. Women own 36 per cent of all businesses (20 per cent of
businesses that employ at least one worker), accounting for only 12 per cent of
business revenue and 15 per cent of employment. In fact, according to the U.S. Census
Bureau Survey of Business Owners, only 10 per cent of women-owned businesses
employ workers (compared to 22 per cent of men-owned businesses), and they have a
smaller average number of employees and payroll level per employee than their male
counterparts.® Further, US women- and minority-owned businesses’ revenues are on
average considerably smaller than those of white- or men-owned firms, according to

a Pew Research Center 2015 analysis.”’

2 McKinsey & Company and Leanin.org (2018) % Civilian Labor Force info, as stated in U.S. Office of
% please refer to the Methodology Appendix for a Personnel Management (2017), sourced from the
description of the survey. Bureau of Labor Statistics’ (BLS) Current Population
3 Please refer to the Methodology Appendix for a s Survey (CPS)
description of the survey. Ryan and Bauman (2015)
3 . * As stated in U.S. Small Business
Facebook, OECD, and the World Bank (2017; 2018)

* Please refer to the Methodology Appendix for a 37 Administration (2017)
description of the survey. Pew Research Center (2015)
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At top US firms, women and minorities are also underrepresented in leadership
positions. In fact, in 2018, women and minorities held only 34 per cent of the
Fortune 500’s board seats.’® At the start of 2019, only 24 of the Fortune 500 CEOs

were women.*’

Yet, several studies have shown that inclusion of women and minorities in the
workforce is important for US economic growth. Companies in the top quartile for
gender diversity on their executive teams were 21 per cent more likely to have above
average profitability than companies in the bottom quartile, according to a 2018 study
of over 300 companies (mainly in the US and UK). Amongst the same set of firms,
those in the top quartile for ethnic and cultural diversity on executive teams were 33

per cent more likely to achieve industry-leading profitability.*

Greater inclusion in business activity at the firm level would translate into
macro-level changes enhancing both local and national economic activity. According
to a recent study, if the US female labour force participation grew to match that

of men (including part- versus full-time work) and occupational choices enabled
women to work in the same mix of sectors as men (which reflects higher productivity
industries), US annual GDP would increase by $4.3 trillion per year in 2025. Even in

a scenario where the gender gap was narrowed, this corresponds to every US state
and city adding at least 5 per cent to their GDP in that period by furthering women'’s

economic potential (with half of US states potentially adding more than 10 per cent).

o Digital technologies, such as Facebook apps and
o technologies, are important tools of empowerment

of women-founded for women and minorities. In particular, our survey
reflected the importance of Facebook apps and

businesses stated that
technologies to female entrepreneurs. In the US,

Facebook apps and
similar to the results across all 30 surveyed countries

technologies were _ _ _
and regions, the proportion of women-founded firms

important to growin
p 9 9 was larger amongst businesses that used Facebook

their business revenue. apps and technologies last year than amongst
businesses not using these digital tools. Surveyed women-founded businesses in
the US that used Facebook apps and technologies in 2019 were more likely to report
that they were an important enabler in starting their business. Similarly, 69 per cent
of women-founded businesses stated that Facebook apps and technologies were
important to growing their business revenue, relative to 59 per cent of male-owned

businesses surveyed in the US last year.

As Facebook apps and technologies promote wider accessibility to marketing and
communication channels (as analysed earlier in this study), these tools empower

women to contribute to the economy. For example, compared to men-founded

% Alliance for Board Diversity (2019) “0 McKinsey & Company (2018)
3 The New York Times (2018)



businesses, a greater share of women-founded businesses reported last year that
Facebook apps and technologies were important as tools to overcome the challenges
that their businesses face. In addition, 66 per cent of women-founded businesses
said that Facebook apps and technologies were important as a means to create

jobs in their local community (versus 49 per cent of men-founded businesses),
reflecting the civic value and local spillover of benefits from empowering women'’s
entrepreneurship. These findings hold promise for the post-COVID-19 recovery, as
businesses seek to mitigate a variety of challenges and to rebuild jobs that have

been lost.

55 SUMMINGUP

In conclusion, many barriers to inclusion persist, blocking or delaying the path to
democratising access to economic activity across a diverse pool of entrepreneurs.
This is a global phenomenon that also applies to an advanced economy such as the

US. As a result, business growth is constrained from reaching its fullest potential.

This chapter explores the role of inclusion as a driver of economic and social progress
and shows that digital technologies can contribute to the empowerment of historically
underrepresented groups. The evidence from women-founded firms across the 30
countries and regions surveyed — including the US — suggests that social media is

an important tool for women’s empowerment and success. Facebook apps and
technologies enable that success through the economic inclusion that they afford to 48
female entrepreneurs, in turn supporting local communities benefitting from their

business activity.
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Social media is an important tool in the digital space, whether the user is an individual

looking to connect with family across the world or a business hoping to reach a wider
audience of customers. Today, 3.5 billion people are online.' Each of them has access to
free social media platforms, making social media one of the most cost-effective ways to

connect, collaborate, innovate, and market ideas, opinions, products, and services.

Recent estimates suggest that billions of users are on social media at any given time.?
The number of businesses using social media is likely much lower, although still
significant. Facebook apps and technologies are especially important players in this
space, with 160 million businesses globally estimated to be using Facebook apps and

technologies in 2019.2

This study explores the business impact of digital tools, looking specifically at the
ecosystem of social media platforms owned by the Facebook company (Facebook,
Instagram, Messenger, and WhatsApp) and how these platforms were used by firms
around the globe in 2018-2019. To explore these uses, the report examines how digital
technologies and tools helped firms to build their businesses during this period:

supporting job creation, facilitating exports, and generating sales.

To be sure, economic conditions in April 2020 — characterised by contraction,
disruption, and uncertainty — are significantly more challenging than the environment
in which businesses operated at the time of the survey. Although the magnitude of the
results from our work may not necessarily hold in current and forthcoming economic
circumstances, the benefits and opportunities of social media partnerships identified by

our research clearly indicate that businesses find value in these products and services.

In light of our findings, we also provide some perspective on the role of social media
in future economic recovery and overall welfare. In the latter respect, we focus in
particular on the ability of such tools to promote economic and social inclusion.

In addition, we explore how digital tools can improve economic inclusion at the global
level by allowing disadvantaged groups to get access to markets and customers,

thereby supporting growth and equality.

Conclusion

' ITC (2018) ® Facebook (2019a)

2 Facebook (2019a). Our World in Data (2019,
September 2018)
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6.1 OURKEY FINDINGS

o First, digital technologies can facilitate economic

7 8 /o inclusion in a wider sense, which can boost economic
. . recovery and growth. The basic driver is better

of firms using

Facebook apps and

connectivity. Essentially, the internet — and the

) digital applications that navigate it — have allowed
technologies used

them for paid ads,

less-advantaged groups the ability to connect to the
wider, sometimes global, economy and offer their
free morkeﬁng, or products and services to customers farther away
find/ng new clients or  from their traditional business footprint. Our survey
customers. finds that businesses founded by women were more
likely than those founded by men to report Facebook
apps and technologies as important tools in starting their own businesses and
overcoming challenges in 2019.* This suggests that Facebook apps and technologies

have been helpful tools in the empowerment of female entrepreneurs.

We also find that digital technologies can be helpful in the processes of hiring and
job seeking. Digital tools allow prospective employers to share job requirements
with a wide group of potential candidates, while allowing applicants to apply to
positions with short notice at limited or no cost. In our survey, 29 per cent of firms
that were using Facebook apps and technologies reported that they used them for

hiring purposes.®

Additionally, we find that digital technologies can help firms boost sales and
production by lowering the costs of marketing and allowing more efficient and
targeted access to customers. Advertising on social media became increasingly
popular in the last decade. Our survey finds that 78 per cent of firms that reported
using Facebook apps and technologies used them for paid ads, free marketing, or

finding new clients or customers.®

We further find that digital technologies, particularly social media, can help
facilitate business development. We show that digital technologies, including
Facebook apps and technologies, have been an empowering factor for businesses,
helping them overcome barriers to growth and exports, especially in developing

countries and regions.”

The potential of digital technologies to open up, develop, and serve new markets has
notably allowed firms to expand sales to more distant customers. We find, in our
survey, a higher propensity to export for businesses that used Facebook apps and
technologies (44 per cent) compared to businesses that did not use them (26 per
cent), indicating that Facebook apps and technologies might be helpful in reducing

trade costs.® This phenomenon is not limited to industrialised countries and regions,

“ Please refer to the Methodology Appendix for a 7 Please refer to the Methodology Appendix for a
description of the survey. description of the survey.

° Please refer to the Methodology Appendix for a ® Please refer to the Methodology Appendix for a
description of the survey. description of the survey.

Please refer to the Methodology Appendix for a
description of the survey.



where internet use has taken off. Our survey finds that a higher percentage of
business owners in middle-income countries and regions said Facebook apps and

technologies were important for them to expand into new markets in 2019.°

Across 30 countries and regions, businesses said that using Facebook apps and
technologies helped them generate international sales corresponding to an estimated
$342 billion (USD) in exports last year."® Surveyed businesses also said that using
Facebook apps and technologies helped them generate sales corresponding to an

estimated $984 billion (USD) in economic activity'" last year.

Together, the literature, US case study, and survey results document the critical role
Facebook apps and technologies played in supporting a range of business activities
across 30 countries and regions as of 2019. This included supporting revenue
generation, business expansion, and hiring and, in doing so, empowering a diverse set
of entrepreneurs. The analysis of the US case study is consistent with these findings.
Similar to our global findings, in the US, we find that surveyed American businesses
that used Facebook reported higher growth rates, larger increases in headcount,

and higher propensity to export than businesses that did not use Facebook. These
businesses said that using Facebook apps and technologies helped them generate

sales corresponding to an estimated $107 billion (USD) in economic activity and

international sales corresponding to an estimated $9 billion (USD) in exports last year.

These findings were replicated in a companion study focused on Europe.'?

6.2 FURTHERRESEARCH COULD
UNPACK THE IMPACT OF
SOCIAL MEDIA

This study provides a snapshot of social media’s influence on businesses, people,

and economic inclusion in 2019. This report provides valuable insights into the use of
digital technologies, social media, and Facebook apps and technologies, in particular,
which have helped to break down barriers to growth on a global scale. We present two
recommendations to deepen our collective understanding of these technologies

going forward.

First, it could be useful to get a more granular understanding of how digital tools are
used by businesses across the globe in a number of dimensions and how that may
shape economic recovery for businesses. For example, it would be useful to look at
different business models and industries, such as online firms selling digital services
versus physical providers of goods. Other dimensions could include demographics

of businesses (i.e. how businesses of different sizes and ages use digital tools) and
economic development (i.e. how the speed of recovery and/or relative prosperity of the

country or region affects the level of penetration of digital tools).

? Please refer to the Methodology Appendix for a ! Exact GVA estimate $984,175,035.027 USD). Please
description of the survey. refer to the Methodology Appendix for a description
19 Exact export estimate is $342,339,388,179 (USD). of the survey.
Please refer to the Methodology Appendix for a '2 Copenhagen Economics (2020)

description of the survey.
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Thus, a wider exploration of the business usage of digital technology, social media,
and the Facebook apps and technologies could improve our understanding of the
role digitalisation plays around the world today and how it may facilitate economic

reconstruction in the post-COVID-19 era.

Second, this improved understanding could allow for clearer opportunities in digital
technology adoption and could aid in the design of policy, which will be particularly
relevant as political leaders seek to encourage recovery from losses associated with
the COVID-19 pandemic. Although we expect there to be a significant gap in economic
productivity and welfare between 2019 and 2020, these findings may serve as
reference points for the future. Accordingly, this evidence may assist policymakers and
business leaders seeking a potential way forward in the post-COVID-19 era as they

engage in conversations about how best to promote and bolster business opportunities.

The 2019 survey evidence demonstrates that digital media tools are uniquely positioned
to serve businesses globally. They continue to be a valuable resource for businesses
that are in the middle of crisis and seek to leverage these tools to promote productivity
and revenue recovery. Ultimately, a deeper understanding of how we use digital
technologies will bring us closer to achieving economic recovery, growth, and economic

inclusion — all of which offer enormous potential and benefit to our world.
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